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SUMMARY OF RECOMMENDATIONS - . 

Fu 1. POTENTIAL FOR PRIVATIZATION 

Cereals marketing:
 

In cereals marketing, the private sector already
 
plays a very important role to supply the urban markets
 
and it contributes to the short-term regulation of supply
 
and demand between the deficit and surplus areas.
 

The "Commissariat a la Securite Alimentaire" is an 
appropriate device to ensure long-term (inter-annual)
 
storage and to regulate the fluctuations of prices. Its
 
efficiency can be further increased through the
 
assistance it currently gets from various projects.
 

The private sector could be encouraged to 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 and consequentely the minimum and maximum
 
prices. 

The major constraint is the implementation of an
 
adapted financing mechanism to make longer-term Storage
 
an attractive financial proposition to cereals dealers.
 

Fertilizer distribution:
 

In fertilizer distribution, the situation is
 
presently difficult. The private sector 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 to 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 main constraint, however, is 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 
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necessary cash --to' buy. it. The development of new
 
consumer credit mechanisms and the design of incentives
 
tothe distributors to start offering the product are key
 
to the privatization.
 

Cereals seed multiplication and distribution:
 

In cereals seeds production, new private investors,
 
using modern cost-effective farming techniques, could
 
help-increase, the volume of improved seeds produced in
 
Senegal. However, ISRA and the "Service Semencier" would
 
still have a crucial role to play. Complete
 
privatization is 'not recommended,nor probably feasible.
 

The development of the role of the private sector in
 
the production of certified cereals seeds (seeds
 
multiplication) 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 F 
farmers to help create a market for improved seeds. Any 
marketing action of the private sector in cereals seeds 
distribution will have, for 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 seeds, at least during the first years, to-mak.e.
 
their use acceptable to the farming community.
 

2. ORGANIZATIONAL AND POLICY RECOMMENDATIONS
 

2.1 	Maintain and develop 0SA's role for interannual
 
storage of cereals
 

2.2 Authorize, under control,- the export of local 
cereals, in surplus years. 

2.3 Maintain the present fertilizer distribution option
 
and do not consider this year's difficulties -as the
 
failure of the new policy.
 

2.4 	Pursue the disengagement of the RDAs from commercial
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activities since it.is still incomplete. 

2.5 	Develop ways to break-down national fertilizer import 
contracts among several firms to prevent the 
development of a "de facto" monopoly. . 

2.6 	Gradually disengage the "Service Semencier" from
 
production activities and concentrate its resources
 
and efforts towards monitoring and management.
 

2.7 Use the cooperative system as the privileged vehicle
 
for seeds. distribution.
 

2.8 	Encourage the creation of a professional association
 
of private input supply and distribution operators.
 

2.9 	Organize a systematic coordination mechanism between
 
the Government and the private (including
 
cooperative) actors to discuss input supply problems
 
and actions to be taken.
 

3. RECOMMENDATIONS FOR FINANCIAL ARRANGEMENTS
 

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

3.2 	Set-up, through the commercial banks, a mechanism to
 
help the national importer or manufacturer of 
fertilizer implement a "cash and return" system. 

3.3 Develop a specific lending mechanism, based on 
fertilizer inventories, to be extended to private

.distributors of the product, to help them in turn
 
grant credit for fertilizer purchases to the final
 
consumer.
 

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

3.6 	Develop the pilot credit programs conducted by CNCAS
 
towards S.Vs to include fertilizer.
 

3.6 	Organize a revolving fund for financing seed
 
production and storage to be managed by the Seed
 
Service, or preferably by ONCAS.
 

3.7 	Temporarily subsidize seeds to motivate farmers to
 
use improved verities.
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All these recommended financial mechanisms or I 
actions might require funding from the international 
donor agencies as 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 technical assistance and training, in
 
management, to the "Service Semencier" to help it
 
assume its new functi
 

4.2 	Provide technical assistance and training in
 
accounting and basic management to cooperative unions
 
to help them assume their seeds distribution
 
functions.
 

I 

I
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I. INTRODUCTION
 

USAID wishes to assist the Government of Senegal in
 
implementing its new Agricultural policy, which aims at
 
an expanded role of the private sector in agricultural
 
development.
 

To this end, USAID is designing the Agricultural
 

Sup.port Project, which will focus on private sector
 
development in:
 

- fertilizer and cereal seed distribution, 

- cereal seed multiplication, and 

- cereals marketing. 

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

This report provides an overall description of how
 
cereals are presently marketed in Senegal. It focuses on
 
Senegalese traders, existing and evolving cooperative
 
structures, major cereal buyers, as well as public and
 
semi-public companies who play a role in these 
activities.
 

Similarly, it provides an overall description of how 
fertilizer and seeds are presently supplied, and could be 

L supplied in the future- through the private sector. This 
includes a description of the Senegalese traders, 
existing and 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 conducted in various
 
locations (Dakar and the Peanut Basin). These case
 
studies typify the organization, activities, resources
 
and attitude of private operators at the national,
 
regional and local levels and identify typical
 
constraints and possibilities of the private sector in
 
the fields considered.
 

rrr 
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For each area consideredY cereals marketing,' seed 
multiplication and distribution, and fertilizer 
distribution, the constraints to the increase, or the 
involvement, of the private sector operators have been 
identified and analyzed. 

Based on the oppoi'tunities and constraints, a 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.
 

ri
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II. CEREALS MARKETING
 

1. GOVERNMENT POLICY AND BACKGROUND
 

As with other agricultural marketing activities, the 
Government of Senegal has recently . revised its -past 
policy of heavy involvement in marketing of local 
cere6ls, and"has clearly moved towards deregulation and 
free competition among market operators. Once a 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 and storage and official price regulations have 
also been abolished. 

The Government of Senegal retains however, some
 
indirect monitoring on prices, mainly through the
 
"Commissariat a la Securite Alimentaire" (CSA),
 
responsible for price stabilization through market
 
interventions. The Government of Senegal also sets the
 
selling' price for rice, which indirectly determines
 
market prices for other cereals.
 
(CSA's role is presented in Appendix 3).
 

The recently issued "Plan Cerealier", which is the
 
official statement of policy for cereals, supports the
 
liberalization process. It also proposes, as measures to
 
support its cereals policy, to develop storage capacity
 
at the village level, and small scale or industrial
 
processing. Cooperatives are not excluded from the
 
marketing of cereals, but they are put on a free
 
competition basis- with other operators.
 

2. ORGANIZATION AND ACTIVITIES OF PRIVATE OPERATORS
 

2.1 General market organization
 

The total quantity of local coarse grain put on the
 
market is estimated to be between 60 000 and 100 000 tons
 
in average years. The available marketable surpluses can
 
vary considerably, however, due to the sensitivity of
 
yields to weather conditions. With the exception of a
 
few years in which the marketable surpluses were
 
particularly important as in 1980/1981 and, to a lesser
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extent, 1.985/1986, the private sector has usually played
 
an overwhelming part in marketing, even at the time when
 
it was officially excluded.
 

The major marketing flows have their origin in the
 
southern part of the Peanut Basin, where surpluses are
 
concentrated, and are directed towards Dakar, regional 
urban centers and grain deficit rural areas (mainly Louga
 
and Saint-Louis regions). Local trade is also active
 
between surplus and deficit farms.
 

Private market operators belong to the traditional 
type of traders. Many of them are illiterate and speak 
only Wolof, the 'local language. They can be broadly 
classified into two categories: Collectors and 
wholesalers, although this distinction is often blurred. 

2.2 Activities of the collectors
 

The collectors are the primary operators,
 
responsible for assembling grain, the supply of which is
 
scattered among a large number of farmers with very small
 
quantities. Transactions usua-ly are made at the weekly

market place.
 

Among Collectors, one can distinguish
 

- local assemblers, who would buy from farmers in very 
small quantities up to 1 or 2 bags on a market day, and
 
resell at the end of the day to a wholesaler,
 

- local shopkeepers, who can alternatively be assemblers 
or retailers depending on the season, 

- itinerant traders (bana-bana). 

All these operators work on a very short term basis 
(a day to a week) since they have practically no working 
capital or are financed by wholesalers, for whom they 
operate as buying agents. They usually have no 
transportation equipment or facility besides,-in the best 
of cases, horse-driven carts. -

Their annual volume of activity is in the range of 
10 tons in average. This volume corresponds to a 
turnover of hardly half a million FCFA. Since their 
commission is in the range of 3 to. 5 FCFA per kilo 
purchased, it is clear that they derive only a marginal 
income from their grain marketing activities. Grain 
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marketing is for them a seasonal activity, subsidiary to 
their main activity which can be farming or retail 
marketing for consumer goods. - 

2.3 Activities of the wholesalers 

The wholesaler category covers a broad variety of 
operators, ranging from the small rural wholesaler 
operating at the level of a large village with a weekly

market, to the urban wholesaler who operates on a 
regional or national scale, . 

According to available surveys, the activity of 
wholesalers ranges from 90 to 140 tons a year, depending 
on sources. . In all cases, local -grain marketing is a 
seasonal activity, which has to be combined with other 
marketing activities, most often, imported rice or other 
foodstuff or consumer goods. 

The number of wholesalers -is estimated at 1500 in
 
the Peanut Basin. Most of them however belong to the
 
category of small rural operators. A large number of
 
wholesalers sell also on a retail basis.
 

Rural wholesalers would typically handle- 100 tons or
 
less of. grain per year. They have very limited cash, no 
transportation, and a small store (usually near the 
village marketplace) where they also sell'consumer goods. 

- They -buy grain directly from farmers or through 
assemblers, within the limits of surrounding villages. 
They deal either on their- own account in order to resell 
in areas where there is a grain deficit, or on behalf of 
a bigger urban wholesaler to whom. quantities purchased 
are then shipped.- -

Regional scale wholesalers would typically handle
 
between 100 and 500 tons a year. All regional centers
 
include s.uch types of wholesalers, the number and size of 
which depends on the importance bf grain production in 
the region. In Kaolack, center of the main production 
area, their number is around 20. Such wholesalers often 
have their own truck, -and a storage capacity averaging 
100 tons, which exceeds by far .. their needs 'for grain. 
They also deal in rice,' which is usually their main 
activity. The largest wholesalers would also market 
other products: foodstuff '(oil, sugar, wheat flour), 
cement and other consumer goods.. They buy grain in their 
region, either '.through collectors or through rural 
wholesalers, to whom they often advance cash. They sell 
either on a-retail .basis in their own town, or ship'it.to-. 

http:ship'it.to
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another town with a grain deficit. 

National scale wholesalers "are based in Dakar, to 
which they supply grain: Although they may not handle 
more grain than some regional scale wholesalers, their 
total turnover is usually mur:h bigger, as they also oeal 
with large quantities of rice, other foodstuffs or 
consumers goods -which they often directly import- and, 
in addition, may have other business interests in 
transportation and real estate. 
They usually buy grain from regional wholesalers, abd 
supply the Dakar market and, occasionally, the milling 
industry. 

2.4 Financial organization and strategy of wholesalers
 

The overall wholesale net margin on grain is between
is and 20 FCFA per kilo in the Dakar supply network, 
which includes on the average two wholesale operators. 
The average margin per wholesaler is therefore in the 
range of 7 to 10 FCFA per kilo. It is slightly higher 
than for rice, but lower than for most consumers goods. 
For an average activity of .160 tons a year, the annual 
average profit derived from grain marketing would thus be 
one million FCFA. 

Including other marketing activities, the total 
turnover may vary from 10 to 50 million FCFA a year for 
typical rural wholesalers, from 50 to 1000 million FCFA 
for regional scale wholesalers, depending on the level of 
diversification of their activities, often over a bill-ion 
for larger wholesalers in Dakar. 

As a general-rule, financing appears to be the most 
limiting factor for wholesalers in grain marketing. 
According to a recent ISRA survey, 72 % of wholesalers 
have to rely only on their own funds, 18% on informal 
credit and only 6 % on bank credit. Interest rates on 
informal otedit are very high (with an average of 7.2% 
per month), but partly justified by high risks of 
default.. In fact, the above percentages apply to the 
generic category of whplesalers, including a majority of 
rural wholesalers. 

All wholesalers buying rice from CPSP have a bank 
account. Among regional scale wholesalers, almost all of 
them have overdraft facilities with commercial banks, the 
extent of which depends on their reputation and the 

importance of their personal assets for collateral. 

§ 2
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Transport equipment such as trucks are also financed
 
by specialized leasing institutions.
 

The financing requirements of operators differ 
according to the category to which they belong. 
Collec.tors and to a lesser extent rural wholesalers are, 
at least partly, financed by advance payment from 
regional scale wholesalers. The latter ones, in turm, 
have to finance their suppliers, storage and retailers 
who often buy from them on a credit basis. The necessary 
duration of credit is therefore much longer than for 
other cereals such as rice, which can usually be paid to 
the supplier on a 30 day-term. 

In this regard, overdraft facilities are limited, at 
least for those wholesalers who are specialized in
 
cereals and who do not have large real estate to provide
 
as collateral. Interest charges on overdraft (1.5% per
 
month or more) are also high for an activity which
 
requires credit on a rather long period. The financial
 
constraint must therefore be analyzed in terms of the
 
cost of credit, and of more profitable alternative uses
 
of limited credit ressources.
 

The strategy of operators is therefore determined by 
the following constraints:
 

- major wholesalers limit their involvement in grain
 
marketing below their marketing capacity, because the 
return on invested capital is higher in other 
activities. 

- When dealing with grain, wholesalers tend to maximize 
the inventory turnover. Their strategy is to buy for 
immediate resale, and to minimize their storage period, 
which is estimated to be, on the average, less than one 
month. 

3. ACTIVITIES OF COOPERATIVES IN GRAIN MARKETING
 

The involvement of cooperatives in grain marketing 
has always remained limited, compared to peanut 
marketing. This is so because peanuts are easier to 
handle, the outlet is secured by SONACOS, sellinj prices 
are fixed in advance, and storage facilities and 
financing are supplied through SONACOS. 

SZ.1
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- -Two areas of involvement are however, worth noting 

- The official cooperative system, through regional 
uni-ons and local "Sections Villageoises" has been active 
in the 1985/1986 campaign for purchasing millet on 
behalf of C.S.A. The. quantity purchased through 
cooperatives reached 15000 tons, or two third of total 
quantities purchased by C.S.A. The financing was 
provided by C.S.A. on -funds granted by foreign-funded 
projecfs. 

The philosophy of such actions is to contribute to 
stabilize the price of grain paid to the producer, by 
buying from the farmer whatever quantities are available 
for sale at the minimum target price of 70 FCFA per kilo. 
By nature, such operations can take place and are needed
only during the good crop years when the pr.ivate demand 
is not.active enough to absorb the supply. In years of 
low production, market prices remain above the minimum 
target price, with some local exceptions and the C.S.A.
 
intervention is not needed on a large scale.
 

Grains purchased by C.S.A. are put back on the 
market when supply and demand are back in balance, at a 
price covering the commission of the cooperatives (3 
FCFA/kg) and handling and' storage costs over several
 
months. C.S.A.. selling price in June 1986 is 95 F.CFA 
per kilo. 

- everal local programs of "cereals banks" have also 
been initiated by a number of development projects (by 
SODEFITEX, USAID and other bilateral projects)_ 

The principle of such programs is to pool, ,at the 
village level, grain surpluses purchased from farmers 
immediately after harvest, through formal or informal 

willage cooperatives. Surpluses are then stored in the 
village storage facilities until the "hunger period" and 
can then be resold to farmers, if needed, or put on the 
market. -The benefit of the program is to regulate supply 
and avoid marketing beyond available surpluses due to the 
farmers' need of cash. Such actions require however, 
that credit be available to- village cooperatives for 
grain purchasing, and cannot therefore be extended beyond 
local, experimental programs, as long as the national 
agricultural credit system is not operational. 

-4'
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4. 	EFFICIENCY AND CONSTRAINTS OF THE GRAIN MARKETING
 
SYSTEM
 

Most studies on the cereal marketing system in
 
Senegal conclude that the private traditional system has
 
proved to be able to fill the gap left by the inoperant
 
parastatal marketing organization which was in the past
 
the sole legal operator.
 

The liberalization of cereals marketing has allowed 
large scale operators to openly come back on the cereals 
market, although their interest is still limited because 
of financial constraints, high interest charges and more 
attractive alternative activities. 

Restrictive marketing regulation were often noted in 
the past as constraints to the development of private 
activities in cereals marketing. Following the market 
deregulation of December 1988, operators confirm that 
harassement by the various government control agents, 
once a substancial constraint in marketing, have 
considerably lessened. 

The price structure indicates that marketing margins 
by the various operators remain -very moderate (between 6 
and 9 % for each operator), which implies that the 
marketing system operates on a competitive basis, and at 
minimumf c6st. The system has also proven itself to be 
able to market the available surplus, and to avoid unsold 
surpluses at the farmer's level. As a matter of fact,
 
many studies even suggest that grain is often marketed
 
beyond the actual surplus, as farmers are pressed by need 
of cash while grain is the first harvest available"for 
sale in the seasonal production cycle. 

However, the major drawback seen on the market
 
organization is the price fluctuations.- There is a
 
seasonal cycle for producers' prices, which are minimum
 
immediately after harvest and increase steadily until the 
"hunger season" (periode de soudure).. In 1984/1985, for 
instance, which was a year of poet production, prices in 
the south of the Peanut Basin started near the minimum 
official price of 60 FCFA per kilo in November 1984, and 
increased up to 100 FCFA per kilo in June 1985. In 
1985/1988, a year of high production, market prices 
started their cycle well below the new minimum official 
price of 70 FCFA per kilo (60 FCFA/kg in the south of the 
Peanut Basin, 50 FCFA/kg in Eastern Senegal) and 
increased much more showly. This cycle applies to 
millet,sorghum and maize which have the same price 
structure on the market. 
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As the period after harvest is a time of intensive
 
marketing, there is therefore. some uncertainty for
 
farmers regarding the price at which they will be able to
 
market their surpluses. The uncertainty is obviously
 
higher in areas of high yields and permanent surplus
 
(south of the Peanut Basin and even more Eastern Senegal)
 
than in areas near self sufficiency where local
 
transactions at the village level amortize market price
 
fluctuations.
 

ihis phenomenon is believed to have a disincentive 
effect on cereal production, especially for farmers 
growing cereals as cash crops. The magnitude of. such a 
disincentive effect has been discussed in several 
studies, and seems to be less- important than could be 
expected. No clear relation can be established between 
market cereal prices and areas grown with cereals, which
depend on farmers' choices between peanuts and cereals, 
based on more complex considerations, such as peanut 
price or availability of peanut seeds. Uncertainty on 
prices, however, can clearly affect farmers' interest for 
intensification through fertilization, as economic 
returns on fertilizers can be very much reduced in case 
of a price drop. Givei the other present constraints on 
fertilizers, the -negative effect of price uncertainly is 
probable -more a potential effect for the the future than 
an actual one now. 

The causes for such a price cycle, which is common
 
to all Sahelian countries can be summarized as follows
 

(1) Millet, which is the main crop, is a cereal with
 
very little international market outside the Saheliaf 
region where climatic conditions are more or less 
uniform. Production, on the other hand can vary in 
Senegal from 300 000 to 900 000 tons depending on 
rainfall. While the average production remains below 
potential demand, there is clearly an excess of 
supply over a rather inelastic urban demand in case 
of good crop. This excess supply can only be 
absorbed through interannual storage. No operator 
would spontaneously move to long term storage, which 
cannot be, under normal market - conditions, a 
profitable operation, whatever the cost of financing. 
Lack or unsufficient medhanisms for interannual 
storage account for price drops in case of surplus 
production. 

(2) 	In average years, the seasonal price cycle -is
 
basically due to the intense marketing by farmers in
 
November/December because of- immediate need of cash.
 

S,' 

g C -
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Because the operators' strategy is to maximize sales 
rotation and minimize storage, they only buy 
quantities which can immediately be resold, and do 
not fully play the regulating function that one may 
expect from them. 

The cost of storage, on an average 6 month period, 
can be roughly estimated around 9 FCFA per kilo at 
current bank overdraft conditions (the financial cost 
is equal to 1.5%.per month, which amounts, for 6 
months at 1 FCFA per month, to 6 FCFA, plus losses 
and storage cost of 0.5 F.CFA per month times 6 
months, or 3 FCFA). This cost is substantially lower 
than the magnitude of seasonal fluctuations, which 
currently reach 30 FOFA per kilo between December and 
June. Surveys done on operators' practices suggest

that this gap is not due to any speculative attitude
 
by operators inducing artificial shortages, but
 
rather to the fact that the opportunity cost of
 
capital is much higher than bank interest charges,
 
because of restricted availability of bank credit and
 
high cost o- informal credit.
 

(3) 	The specific problem of Eastern Senegal, where
 
minimum actual prices are usually even lower than in
 
the 	 Peanut Basin, is due-to the fact that this region 
with high potential surpluses is remote -from the main 
consumption market, and is handicapped by a transport 
cost * differential. This handicap is- however 
compensated by the fact that, because of higher 
yields, cereal growing has probably higher returns 
than in the Peanut Basin. Finally the Government 
objectives to have a uniform price throughout the 
country is probably unnecessary as well-- as 
unrealistic in market terms.
 

S. 	POSSIBLE IMPROVEMENTS IN THE CEREAL MARKETING
 
ORGANIZATION
 

6.1 	Increased participation of the private sector
 

Financial constraints of wholesalers, and high 
opportunity cost of capital can be identified as the 
major constraint limiting the involvement of the private 
sector in grain marketing and preventing it to play a 
regulating function on supply and demand, thus resulting 
in important price fluctuations, even in years of normal 
production. 
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This 'situation can be improved by increasing the 
means of intervention of C.S.A. for regulating p3-rcEs 
and/or by channelling additional and better adapted 
credit facilities to the private sector. 

The regulating function of C.S.A. will probably 
remain necessary in the medium term, but can be 
consideraoly facilitated, at least for the years of 
normal or sub-normal production, if the finan.ial 
constraints of the private sector are alleviated thrnugh 
mechanisms such as described in the-following section. 

5.1.1 Credit mechenism for the storage of grain
 

It can be assessed that cereals wholesalers will 
purchase and store more grain only if additional 
financial resources are made available to them, at a 
lesser cost than the current overdraft interest charges. 

The main difficulty, however, is to prevent these
 
additional credit facilities from being channelled by 
wholesal'rs to activities with a more immediate, or 
higher, return than grain marketing. This would probably 
be most often the case unless specific restrictions are 
designed and implemented. 

The interest charged by the banks could, on the 
other hand,- be substantially lower if the - risk of 
defaults on such additional credit facilities can be 
reduced through an appropriate collateral system. 

One interesting solution to minimize the risk of 
misuse, as well as the risk of defaults, would be tQ.set 
up a mechanism for grain inventory financing with a 
security on the grain stored. Such a credit could be 
made available to-medium and large-scale wholesalers (and 
also to cooperatives with a sound financial situation) 
for periods of up to six months. The condition would be 
that the grain must be purchased and moved to a warehouse 
which can be controlled by.the bank officers prior to the 
granting of the credit. The credit would have to be 
reimbursed once'the grain is moved out of the warehouse. 
The presently under-utilized storage capacity of C.S.A.
 
in all major regional centers could be used as
 
consignment warehouses for such credit.
 

The credit mechanism could work as follows:
 

The wholesaler would purchase some grain at the harvest
 
season through his usual network of collectors, and pay
 
on his own funds, or with funds drawn from his usual
 
overdraft facility. He would then move the grain to a
 

Lr
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CSA warehouse in his town and apply for a credit on 
inventory 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, and issue a certificate of deposit
specifying the number of bags, total weight, quality 
standards, etc. The grain would then be treated against 
insect attacks by CSA agents (CSA has a skilled te'am of 
specialized such agents trained under the GTZ technical 
assistance program). CSA would take - over the 
responsibility of the conservation in its own warehouse 
of the grain, according to a standard storage contract. 
A service fee would be charged to the wholesaler 
corresponding to the cost of storage and treatment. 
According to preliminary estimates, the fee could amount 
to 2 FCFA per kilo for the first three months, and 0,3 
FCFA per kilo for each additional month. For a period of 
six months, the total fee woul.d thus amount to less than 
3 FCFA per kilo, and could -remain below the actual 
storage cost by the wholesalers themselves, due to 
economies of scale by the CSA. 

- Upon remittance of the deposit certificate with the bank, 
the wholesaler would-be granted a credit amounting, for 
instance, to a maximum of 80 % of the official purchase 
price for the grain stored (i.e. 70 FCFA per kilo * 80 % 

58 FD-FA- per Kilo). Thebank would immediately advise
 
(7CSA that a credit has been granted. The credit would 

have to be reimbursed before the following harvFst 
season, with therefore a maximum duration of 
approximately nine months. It becomes immediately 
repayable however, when the wholesaler decides to sell 
his stored grain. 

- When the trader diecides 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 certificate, with a 
clearance to move the grain, which entitles him to 
withdraw a specified quantity from the CSiA warehouse. 
Alternatively, a system could be devised to allow 'the 
merchant to reimburse the bank with the actual proceeds 
of the sale of the stored grain. In that case the 
wholesaler should be allowed to withdraw, without 
clearance from the bank, 20 % of his inventory. CSA 
would then advise the bank, and a delay of two weekt 
would be given to the trader to pay the bank credit back, 
for the amount withdrawn. Upon payment, the bank would 
issue a clearance to allow the merchant to withdraw an 
additional 20 %, and 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 as the grain remain in the warehouse, CSA would 
have the legal custody for the stored grain, and would be 
responEible to the bank in case of illegal withdrawal. 
The storage fee paid by the merchant to CSA would also 
cover this responsibility. 

Such a techanism would give to the bank a good 
control over the inventory, and does not imply too heavy 
a workload either for the bank or for CSA. I-deally, 
consignments warehouses could be operated by CSA in all 
major towns located in the cereals surpluses areas. In 
most of these locations, CSA already operates storage 
facilities, which are presently used below capacity. A 
pilot project for such a scheme could be implemented and 
tested in Kaolack at first. 

The commercial banks might be interested in 
participating in such a grain storage credit program. 
SONAGA, a financial institution specialized in 
medium-term leasing credit for equipment, might also be 
considered as a potential participant, since it already
has a wide experience o+ credit to traders. The need for 
additional financial resources to participant banks will 
have to be appreciated in view of the result of the 
banking sector study presently conducted. In case 
additional financial resources would -be needed, they 
could be provided through a specific credit line which 
might be considered by USAID as a component of the 
Agricultural Support Project. The line of credit would 
thus be used to refinance the banks participating in This 
special grain storage credit program. 

In order to remain motivating, the cost of credit
 
should not exceed 12 % per annum, compared to the present
 
18 % cost of overdraft facilities.
 

Given the low risk of the proposed credit, based on 
the grain inventory as collateral, one can expect that 
such a rate could be applied on standard bank financing 
conditions and would not require subsidization. 
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5.1.2 Other measures to increase participation of the r 
private sector 

I-

Another useful measure to increase the interest of * I 

wholesalers for grain marketing would be to allow,- under 
certain conditions, -the export of grain by private 
oper"btors (which remain forbidden under the existing 
regulation). Export licenses for limited quota could be 
granted to large-scale wholesalers, when the first 
production estimates - (usually - available in 
September/October) show a probable surplus of production-. 

Finally another measure . which would increase the 
'V -

private sector interest and more generally secure grain V 

marketing, would be to limit to the minimum'the - free 
distribution of food aid, which perturbs the market when 
done on a large scale as experienced in 1983/1984. 

6.2 Interannual storage and regulation 

Increased participation of private' operators will 
not be sufficient to absorb the potential surpluses in 
years oT high production, as storage of grain over a year. 
period is usually a cost generating operation. 

- Under the present system, this interannual 

regulation fuontion is assumed by C.S.A., which -seems to 
have been operating rather efficiently in 1986. An 
alternative solution would be to set up a -,specific 

- financing and subsidy mechanism for the private sector in 
ordersto motivate it to take over long-term -storage in 
case of excess supply. No clear advantage (except the 
encouragement given to the private operators) can however 
be seen in such a policy,- and it is probably more 
advisable to strengthen C.S.A.'s capacity. 

Finally, grain -storage at the producer's level, 
through "cereal banks" mechanisms should- also be 

- developped, as it it -an efficient way to- regulate the 
supply and demand-of grain on the market. 

F*
 

'j.. . . ... it 

F i'.. ~?-~V; 

F ~ *tt( .. A-~z- .%tt.~p. ~ '4~' ~ -Y ?Z 



1 C 

- IIII. FERTILIZER DISTRIBUTION
 

1. EVOLUTION OF THE FERTILIZER DISTRIBUTION ORGANIZAT1ON 
AND POLICY 

1.1 Evolution-of the Fertilizer distribution system 

t 

From 1960 to present, the organization of the 
distribution of fertilizer to the Senegalese farmer in 
the peanut basin has been changed a number of times. 

From 1960 to 1980, fertilizer was an integral part 
of the agriculture production program ("Programme 
Agricole") managed by ONCAD, a parastatal. The price to 
farmer was extremely low and the product was distributed 
at credit. The repayment of the credit was supposed to 
occur at harvest time by automatic levying on the value 
of the cash crops sold by the farmer. The agriculture 
production program was cancelled in 1980, and ONCAD, 
bankrupted, was abolished. 

In-1981/1982 a "retained earning" scheme on the sale 
of peanuts by the farmers was supposed to finance the 
purchase and distribution of fertilizer during the 
following cropping season. In faot" the Government 
assumed the whole cost of the fertilizer distribution 
program since the controled sale of peanut happened to be 
too small to make the system work. 

In August -1983, the International 
prompts the Senegalese Government 
subsidization program for fertilizer. 

Monetary 
to stop 

-

Fund 
its 

-

In 1984/1986, the distribution is financed, on the 
proceeds of a levy of 5 FCFA per kilo .of peanut sold by 

the fyarmers. In addition,- 12000 tons of urea are 
purchased in the US through the USAID's "fertilizer 
import program". USAID uses the proceeds of, this 
imported fertilizer sales to.give a 20 FCFA per Kilo
subsidy. The fertilizer is then distributed to the 
farmers, at a subsidized price, by the various Regional 
Development Agencies and by SONAR. 

t 

t.......................................................................................................... 
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For the cropping season 1985/1986, the fertilizer is 
purchased by the farmers through the "retained earniigs" 
scheme of the preceding harvest. - SONAR having been 
abolished, the -distributions it used to assume are 
realised by the cooperative movement. USAID offers a 
subsidy of 20 FCFA per kilo for the sale at credit (8000 
tons) through the Regional Development Agencies 
(SAED/SOMIVAC) and of 40 FCFA per kilo for cash s.ales 
(1000 tons). 

For the 1986/1987 seison, following the orientation 
of the "New Agricultural Policy", it is decided that ine 
distribution of fertilizer will be liberalized. The 
private sector operators, the cooperatives and the RDAs 
are authorized to compete to sell to the farmers the new 
binary formula (0-15-20) produced by the "Industries 
Chimiques du Senegal" and the imported urea . USAID still 
offer a subsidy, but for cash sales only. 

A few RDAs still provide the farmers with fertilizer 
at low prices, and at credit through their own or 
specific projects' financing. This is the case, for 
instance, with SODEFITEX for cotton, and with a few corr 
growing projects. 

In the past twenty years, the fertilizer
 
distriCution-system has changed at least four .times aid 
fertilizer'consumption, which was at an all time high at 
the end of the seventies decreasec dramatically in the 
rain-fed peanut and cereal regions to reach the low Level 
of less than 20,000 tons in 1984/1985. 

Although the system has changed dramatically with 
the dissolution of' ONCAD in 1980/1981 and SONAR in 
1983/1984, the changes in policy and organization have 
been, until recently, based on common characteristics.
 

These characteristics are:
 

(1) 	The different fertilizer distribution programs 
focusE'd almost exclusively on cash crops, nothing 
being specifically organized for food crops, 
especially local cereals. 

(2) 	The ublic sector, through various government
 
agenr e5 narastatals had a complete mono poly over
 
fert-lize- istribution in the Peanut Bas in. The
 I.
 

priv'te s; 'r had no role to play, except to import
 
for :he g -nment.
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(3) The key elements of the different systems are:
 

-a 	heavy subsidization of the product arid,
 

-a 	distribution at credit to farmers.
 

With the publication of the "New Agricultural 
Policy" by the Government oF Senegal, the operating 
environment iS changing dramatically. The objective of 
this-chapter is to assess the degree of readiness of the 
supply and -demand dcl ors to respond favorably and 
efficiently to these new opportunities (for the private 
sector) or constraints (for the farmers).CL
 

T 

1.2 Objectives of the "New Agricultural Policy" 

The "New Agricultural Policy" adopted officially by 
the Government of Senegal in 1984 brings tremendous 
changes compared to the policy of the past twenty years. 

a) The Government proclaims its willingness to withdraw 
from all activities which can be efficiently assumed 
by the private sector. The agricultural input supply 
and distribution are included in those activities. 

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

c) The subsidies on agricultural inputs are to be
 
cancelled, unless the donor agencies are willing To
 
assume the cost of such programs.
 

d) A rural credit, bank, the "Caisse Nationale du Credit
 

Agricole du Senegal" (CNCAS) is to be organized to
 
provide credit to the farmers.
 

e) Finally, it is expected that a strengthening of 
produrrers' organizations will allow them to replace 
the RDAs, and compete with the private sector, in 
input supply activities such as purchasing, storage 
and distribution. 

2. PRESENT AND POTENTIAL ACTORS IN THE FERTILIZER
 
DISTRIBUTION SYSTEM
 

Starting in 1986, the public sector and parastetals
 
no longer have the monopoly of fertilizer distribution in
 

rF. 
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the Peanut-Basin. Although it is likely that they will 
still play a role, the objective of the "New Agricultural 
Policy" is , to encourage the private sector, and the 
producers' organizations-, to serve this -market. 

2.1 The private sector
 

At present, the private sector's role in cereal, and 
peanut fertilizer supplying is limited to the production, 
or import of the product.
 

The existing commercial distribution network, which
 
is extensive and well organized in Senegal, does not yet
 
play a role in the distribution of cereal and peanut
 
fertilizers to the final consumer.
 

Although it has the potential to play a major role, 
the private sector has not yet responded positively to 
the environmental and reglementary changes. Before we 
examine the reasons, we will describe the various actors 

- in the commercial network who could, potentially, play a 
role to supply the farmers with fertilizers. 

The private distribution network is organized in 
Senegal around four major categories of actors the 
national importer/distributor, the regional wholesaler, 
the local wholesaler/retailer and the small village 
merchant. These private economic operators form a 
tightly knit, ' and efficient network, throughout the 
country, from the production/import of goods to its 
distribution to the final consumer. The network which -

Serves the smallest, most dispersed consumer, form a 
chain whose links are made of supply and credit 
interrelationships. 

2.1.1 The national importer/distributor
 

The national importer/distributor is located in 
Dakar and can ,be either the subsidiary -of a foreign 
company, or a local firm. . 

The local firm, in turn, may or may not have
 
exclusive distribution rights on the Senegalese market
 
for foreign goods.
 

These companies might have their own sales force to
 
serve the market around Dakar but usually work through
 
agents or wholesalers in the regions. We have not found
 

. . . . . . . . . . . . . .. ... ..... c 
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any instance of a vertically integrated distribution 
network which would, under the same company, import or 
produce and operate the smallest .village stores. 

Although no statistics are kept or published by 
trade, we estimate that there are approximately twenty 
such companies in Dakar with experience in some form of 
agricultural inputs (fertilizer, chemicals, machinery). 
The companies - interviewed in this category indicated an 
annual turnover of between 300-400 million and 5 billion 
FCFA, or between $ 1.2 million and $ 15 million. 

Most of these companies do not deal exclusively in 
agricultural input but import and distribute a whole 
range of products and usually have their own extensive 
storage facilities. 

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

The national importer/distributors are the only 
private operators 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 Tie regional wholesaler
 

Each major city in Senegal has a number of regional
 
wholesalers.
 
Usually these wholesalers operate individually-owned 
companies, even if some of them can be very large." In 
the city of Kaolack, for instance, between ten and
 
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 $ 9 million.
 

These regional wholesalers deal primarily in basic
 
food products, building material, fabrics, clothing and 
miscellaneous consumer goods. A number would also trade
 
in local cereals to serve the local urban market or other
 
grain deficit regions.
 

They usually get supplied directly from the national
 
L. 	 producer or manufacturers, or from the importer in Dakar. 

They, in turn, supply a number of local 
wholesaler/retailers in their region. The warehousing 

L 	 capacity is usually quite important (200 to 300 tons Tor
 
the wholesalers we sampled).
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They might have their own truck fleet, or contract 
it to privdte carriers. I--

Their inventory turnover is generally very high and 
most of the sales are done on a cash basis. When they 
extend credit, it is seldom for more than 50% of their 
clients' order. 

Most are limiting their dealings with the brnks, 
either because they Lre not willing, or able, to increase 
the level of personal guarantees required to get a loan, 
or because their own cash-flow does not make it 
necessary. 

They are usually organized as individually-owned 
businesses and the owner works with members of his family 
and a small number of unskilled workers. 

A good number do not have any formal accounting or 
management training and might not be able to read arid 
write French. This does not prevent them, however, to 
be, for the most part, very shrewd and knowledgeable 
dealers. 

2.1.3 The local wholealer/retailer 

The local wholsealer/retailer is lonated in all the 
larger vSIllages and small towns ("Communautes RuralvEs" 
for instance). 

He operates a store and supplies the smaller village 
storekeepers and the itinerant merchants going fryn 
weekly market to week)y market. 

Usually, the wholesale part of his activity 
represents 70% of his sales. I. 

The store is generally family operated with little
 
or no ouside employees;.
 

He would get his supplies from the regional 
wholesaler and, in some instances, directly from the 
national producer. 

He is not specialized and offers a whole range o
 
products from basic food products to building materials,
 
fabrics and clothing, household appliances, tools,
 
automative parts, etc...
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His storage capacity is usually important (our
 
sample indicated a figure in the 10 to 60 tons range).
 

He generally organizes the transport of his goods 
through a private carrier. 

Although -he might also farm some land with the hElp 
of members of -his immieidiete family not employed in the 
store, t-ading is L.OnSdtred his main acvti vity and 
rrpresentE his major source Uf income. 

He usually extends credit to his wholesale clients 
in the form of payment facilities, between two reorders, 
for 30 to 50 % of the value of the order. 

He has been in business for 8 number of years and jE' 
generally a notable 1n the village. 

His influence covers a radius of approximat ely 
twenty kilometers in the densely populated area of the 
Peanut Basin and he supplies regularly between ten and 
twenty five smaller storekeepers or market dealers. 

He usually has a Dank account since this is a legal 
requirement to get a whol esaler's license but does not 
borrow much from banks, by choice, or because his size 
and limited personal assets to be used as collateral does 
not make him attractive to bnnkers. 

In most cases, he did not receive any formal higher 
education and will speak only the local languege. 

The local tracer interviewed indicated annual soles 
of between 50 to6 250 million a year, or $ 150,000 to 
$800,000. 

2.1.4 The village storekeeper and the itinerant merchant 

At the last level in the distribution chain, before 
the final consumer, we find two different categories of 
merchants: the village storekeeper and the itinerant 
merchant. 

The itinerant merchant does not have a fixed
 
building but goes from weekly market to weekly market to
 
sell a small assortment of goods. He might travel with
 
his own second-hand pick-up truck, or he uses the country
 
taxis which serve the village markets. He gets his
 
supplies, usually clothing end small househnid
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appliances, from the regional or local wholesaler.
 
When Senegalese, the village storekeeper is usually 

a retired employee or civil servant and, in some cases, a 
local farnser or craftsman, who happens t6 have a very 
small. store operated on the side, either by himself at 
his spare time or by one member of his family. This 
commercial business supplies an additional inc,ome but 
does not constitute his main activity or source of 
revenue. 

-I most .instarices, however, the vil]age storekeeper 
is a Mauritanian who operates a store full-time for a {ew 
years beFore going back to his country. In this case, 
the commercial activity is the primary source of revenue 
and the store is usually bigger and better supplied. 

The range of products offered is normally very
limited in volume, but can be extremely diversified. The 
store is usually located in the family house and the 
storage capacity is not large (around 3 tons in our 
sample). 

This storekeeper gets his supplies from the local 
wholesaler, every fortnight, or month, and usually be 
gets a credit for part of his order. He himself extends 
some credit to his clients 'the farmers. His cash-Plow 
and his income are very limited and he cannot extend much 
credit. In most cases, he will hot work with a bank nqr 
even hei'a bank account. 

According to a survey done in the Kaolack and FaticK 
region, the annual turnover can be as low as 1- milS5 on 
F.CFA and rise to is 7 or 8 millions in some cases, cr 
$3,000 to $25,000 approximately. 

A high proportion nf these merchants- are illiterate, 
or literate only in local language. Almost none is, 
likely to be formally trained. 

N.B: 	 The first three categories of private businesses 
are illustrated in the cases studies presented in 
Appendix 1. 
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2.2 The cooperatives
 

Approximately 4,600 "Sections Villageoises' (S.VsJ, 
340 cooperatives, O local unions, 30 departemental 
unions and 1D regional unions have been created in 
Senegal. 

This pyramidal structure is however more theoretical 
then real and'must oL-P the components exist only on paper 
with the exception of a few pilot programs. 

Cooperatives and "Sections Villageoises" are active 
only r some areas as buying agents for peanuts on behalf 
of SONACCS, arid have no more role in input and credit 
distributinn, as previous programs, have been disrupted 
and in a number of cases have gone bankrupt. 

This year, however, UNCA has purchased fertilizer 
from SENCHIM to sell it for cash in the S.Vs. According 
to our information an extremely limited quantity has been 
sold so far. 

In addition to the official cooperative structure, 
r-egioral d!-velopment cor-poratmis have created their own 

group system, in order to channel inputs to 
farmers- -They are called "Broupements de productions" in 

r area serviced by and "Association dehe 	 SAED, 
producteurs de base" in areas serviced by SODEFITEX. 

N.B: 	 The case study in Appendix 2 present a typical 
"section villageni-se" in the Peanut Basin. 

2.3 The parastatals
 

Since the disengagement policy of the Government,
 
only two parastatals are still playing, or could possibly
 
play, a role in input distribution in the Peanut Basin.
 

2.3.1 SONACOS:
 

SONACOS is one of the two peanut oil processors in
 
Senegal, with 75% of total oil production.
 

SONACOS is a mixed-economy corporation, with 65 % of
 
the capital held by the Government of Senegal.
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Following the dissolution of SONAR, SONACOS took 
over the marketing of peanut seeds. 

In 19@6, SONACOS also bought some 7,500 tons of 
fertilizer from SENCHIM to sell for cash in the Peanut 
Basin under the USAID subsidy program. A very limited 
quantity has in effect been sold (an average of 400:.kilos 
out of a stock of 30 tons in the seccos we Visited)and 
SONACOS does not insist on being further involved in such 
an activity, as other operators can move on the market. 

2.3.2 SONADIS:
 

SONADIS is a mixed-economy corporation with a 
oommercial status whose capital belongs to the Government 
of -Senegal (90 %) and local banks ( 10 %). It was 
established in 1965 in order to "distribute basic 
consumer goods in urban and rural areas". 

With a turnover in excess of 20 billion FCFA, it 
ranks as the first distributor in Senegal. It operates 
wholesale outlets in the major cities of Senegal (2/3 of 
its turnover), and 127 retail outlets in urban and rural 
areas. 

SONADIS is not very active in the "marketing of 
cereals, .except for rice and limited quantities of 
imported sorghum during the "hunger" seasun. It would be 
willing to market fertilivers if available on a cash and 
return basis. Later, if a cash market for fertilizer is 
proven to exist, it would be interested to add this item 
to its product range. 

N.B: Details on-those two parastatals are provided in 
Appendix 3. 

3. CONSTRAINTS TO P.RIVATE SECTOR INVOLVEMENT IN 
FERTILIZER DISTRIBUTION 

The business opportunity 'opened by - the "New 
Agricultural Policy" has not, so far, been responded to 
by the private merchants and very little, if any, 
fertilizer is presently being marketed by the existing 
private distribution network. 

1. 

1.
 

I.
 

'S. 

I, 

I, 

U
 
IL
 

'I
1... 

....................
 



BEST
 
AVAILABLE
 

26
 

Interviews were conducted with a sample of 
businessmen at the national importer/distributor, the 
regional wholesaler and the local wholesaler/retailer 
levels in the two oiejor regions of the dryland farming 
area (31ne-Saloum and Eastern Senegal) to understend the 
actual or perceived constraints which could explain the 
present situation. 

Three major factars seem to play a crucial role in 
the lack of positive response by the private setter 

actors. These are: 

- their perception of the existing market, 

- the lack of confidence in the stability of the 

privatization policy an&,
 

- the risk and opportunity Pns of the necessary credit. 

3.1 Perception of the market 

The Senegalese farmer in.the rein-fed cropping areas 
has experienced, between 1982 and 1984, a series of bad 

crops and consequentely hib disposable income, already 
low in the best years, has beer further reduced. The 
merchafftW interviewed at the regional and local levels 
all nomplained of a serious decrease in their turnover in 

the past four years. Although the last cropping season 
was normal, the accumulated debt and the disinvestment 
(sale of cattle) has. not yet been corrected. 

The farer has alwaj5 had tc make difficult chcices 
on the use of his limited resources and, this year, he 
experienues two enire)y ne% constraints, the purchase, 

.or cash, of his agricultural inputs: seeds and 

fertilizer. 

The merchants are convinced that purchasin; 
fertilizer is not consioered a priority for -most oi the 
farmers ard that they will rather spend what little cash 
they have available, or can get from the sale of animals, 
for other purposes. Th is explained by the fact that, 
in the dryland farming area, a number of farmers are not 

convinced that fertilizer is a sound economic proposition 
when the rains are as unpredictable as they have been for 

the past years. Since they would have to buy the product 

at a time when their cash availability is at a very low 
level, they would rather use it for other, absolutely 
necessary or perceived as more profitab)e or less risky, 
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purposes. - The priorities seem to be: (i) basic family 
needs, (ii) seed purchases, (iii) repayment of debts 
accumulated with merchants or nelatives over the past 
years, (iv) investment in livestock and, finally, (s)
fertilizers. 

In addition to this factor, the farmer has been used
 
to receiving his inputs either free of charge, or at
 
credit, -from the government or the RDAS, and this year's
 
fertilizer type (0-1S-20) is b new one. To have to b.jy a
 
new product, and for cash, represents a radical chon;ge
 
which, since the rural population is rather conservativet,
might take some time to get used to. 

The merchants do not believe the market *is ready to
 
respond favorably, this year, to these changes. LinE.
 
most are risk-averters, they are not yet ready to serve
 
it,
 

3.2 Confidence in the stability of the new policy 

I- -

To serve a market which is already considered as 
risky, the merchants need to have confidence in Ite 
stability of the new opportunity. None- of them iE 
prepared to invest his funds in the purchase,
transportation and sturage of fertilizers- if they are 
afraid that the conditions will change. There is E 
general tendency among a great- rajority of the people who 
were contacted during the course of this study, in.the 
private and public sectors alike, to think that the 
goverrniment will step back into the market at the 3ast 
minute. Reasons for this vary from strong pressure . by
powerful lobbies to lack of response by the private 
sector which might endanger the harvest. 

For most merchants, this year's happenings -wili- be 
seen as a test of the determination o" the government to 
really implement the new policy. If no last mihute 
decision to distribute fertilizers through the Ministry 
of Rural Development or the RDAs is taker', chances are 
that the private sector. will reconsider its present "weit 
and see" attitude for next year.
 

Unfortunately, for this year, no private distributor 
wants to invest in fertilizer to risk having to keep it 
in his inventory because he .would have been undercut by. 
the traditional public sector distributdrs. 

-I
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3.3 The perception of risk 

The private sector operators in Senegal seem 
generally to be more risk-shy than profit-motitcated 
individual s. In the conscious or unconscious ba ence 
every enomicirnc operator maintains between his desire to 
make a profit and his.-fear of the risk. The Senegalese 
merobant, according to our survey seems to pt-i far mrap 
emphasis or the risk then on the potentialZ gains. He 35 
generally prepared to be satisfied with a very sma31 
profit to reduce his exposure to risk. 

In the distribution of fertilizer, this attitude 
plays an important role. The profit margin offered on 
the product was considered high enough to attract tne 
businessmen to enter this new market. This high profit 
margin (approximately three times the margin on a very 
important commercial product like cement) is to be had if 
the product is bought for cash. This means, for the 
merchant, taking an important financial - risk in the 
tying-up of funds in a product which he is not sure wil 
sell. 

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

3.4 Financial constraints 

In addition to their skepticism about the size and 
interest of the market, some merchants, most likely at 
the local level, might be hampered by their own limIed 
financial resources: 
Adding fertilizer to their line of prrducts wonul 
represent an additional investment in purchase, traissj)03t 
and storage. In a number of cases at - this level of 
operators, the available cash, or credit, is already 
entirely absorbed by the present business. They would, 
then, have to increase their financial resources to 
purchase fertilizer in large quantities. 
In most cases, they already received all the credit that 
the banks are prepared to give them with the security and 
guarantees they can offer in return. Those who probably

could get more from the banks, generally do not want to 
ask for it. They want to maintain a limited exposure. 

r[
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This situation may very well -slow down the growth of 
a number of commercial businesses in Senagel. Dn. the one 
hand, moct merchants do not have much to offer the beanks 
in terms of guerantees for the loans, on the other, those 
who would be acceptable to the risk-shy. bankers think 
that the. guarantees demanded are disproportionateR and 
that the credit is too expensive. The reluctarkle to 
disclose any information about the financial aspe7ts of 
the business, ,or about one's personal' assets, probab3y 
make the bankers miss a number of sound and profitable 
opportunities. 

Changing the lending conditions (guarantees and 
cost), might open the credit market to a whole new 
category of entrepreneurs, and increase the resources 
available to the private sector to seize new commercial 
opportunities. - . 

However, it is not by any. means sure- the new 
resources would be used for developing the fertilizer. 
distribution network or the fertilizer market since-othrr 
products, or ventures- might have a higher profit 
potential. -

3.6 Need f.or rural credit 

The market for fertilizers might be somewhat 
different, according to our survey, in the regions where 
the climatic risk is higher (the heart of the dryland 
farming area) and those where the rains are both more 
abundant and more likely to fall.. 

Irn the first region, where fertilizer is seen as a 
risky economic proposition, and- their income is low,-the 
farmers will probably not buy it for cash, if' at all, 
The dis tribution in any meaningful quantity-will require, 
as a p reliminary condition, -the extension of credit. 
This c redit will have to-be granted for the -period of 
roughly 8 months, between the 'start of the production 
season and harvest time. - The private merchants probably
already extend as much credit as--they are willing to, 
with the guarantees that' their'C clients - in the rural 
popula t :ion can offer in return. It is highly
questi o nable that additional financial resources would 
automa t lically mean that more. credit.is available to the 
final - onsumer. The exposure is probably the determinant 
factor 
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In the other regins, the merchants think that the 
market for fertilizer is more assured since the farmers 
usually know of its profitability. Some even think that 
cash sales might work if no other alternative is offered 
the farmers, since a nmtber of them can mobilize the 
financial resources to buy it, for instance by ;eWing 
livestock. In the first years, however, credit wil 

probably be required becouse the farmers are not yet used 
to buying their inputs- for cash and will give priorily to 
seed-purchases. 

The first region, where fertilizer will have to be 
offered at credit, is also the region where the merchants 
are the less ready to extend it, since most think the 
risk of default is very high, or because thy heve 
already granted as much as they were prepared to give.
The implementation of a rural credit bank might offer the 
only viable alternative. 

As regards the Cooperatives, they have a somewhat
 
mixed past record in the field of credit organization and 
collection and do not seem ready to embark again in large 
credit delivery programs.
 

In the other regions, the private sector operators 
might be willing to increase their own credit mechanism 
to include sales of fertilizers, if additional, "and 
interesting, financial 3pEources are made available to 
them for that purpose. 

A. RECOMMENDATIONS 

4.1 Actions in the short-term
 

It seems that very little fertilizer can be sold on 
a cash basis for the time being in the dryland farming
 
areas. The farmer is not yet used to having to plan for
 
fertilizer purchases in Ju3y/August and he is spending

what little cash he saved from harvest on his first
 
priority: seeds.
 

A limited demand for urea, which is a well-known
 
product, was apparentely developing at the end of the
 
study. Private distributors purchasing limited
 
quantities were probably thinking that farmers in the
 
irrigated regions and a number of relatively modern and
 
wealthy farmers in the Peanut Basin (probably those with
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an additional source of income in addstion to 
agrieulture) were probably going to decide to.buy it -For 
cash if no other possibility existed. 

In 	 the very short-term, the availability of The 
fertilizer at SENCHIM's should be more widely publicized 
through the Cooperative organization, the government 
officials in the country and anorng the merchant community 
indeed, the research showed that a number of rFerchonts 
still did not know that they could sell fertilifer, had 
no 	 ioea of the potentially interesting profit margin 
offered, and of the place where they could get the 
product. It is to be hoped that, with a -better 
information campaign, some merchants in the regions where 
fertilizer is known to the farmers to be profitable1 will 
finally deLide to purchase the product in some rjuantity 
and offer it for sale in their stores. The national 
distributor should be prepared to respond favorably to 
any 	request for fertilizer, even in very small- amounts, 
if the client is willing to pay for cash, or if Senchim 
thinks it can trust the client with a-credit.. 
The season is already' too far advanc6d to start 
elaborating new and complex financial -and distribution 
schemes. 

In any case, the prerequisite of the success. of the 
privatization of the input distribution policy is to 
avoid last minute changes on the part of the government, 
whatever the pressures which . might be brought to bear. 
It should be prepared to assume this year's difficUlties 
and possible failure to give its policy a - chance in the 
future. 

- The disengagement of the RDAs from input 
distribution in all the regions, and especially in the 
regions where flertilizer is widely accepted by the 
farmers as profitable, would also help the-convince 


private sector to enter the market. 'Some private 
operators al ready have plans to -serve the irrigated 
regions, but will probably-wait to implement them until 
they are Eure they will 'not be undercutby the RDAs'any 
mnore. 

4.2 	Increased -- competition for - the national,- import 
contracts 

The 	size of the annual national import bids prevents 
a number of private importer/distributors, who have the 
know-how, to operate at this level. They might find the 
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I">
financial resources to deal in'smaller quantities (2,000
 
to 4,000 tons) but they me unwilling, or unable, to muke
 
any 'onimmittm.'ent for 10, 000 to 1&,000 tons. It Could Ee V
 

worthwile, to encouragE sMa 32er companies, and to prevent
 
the 	 "ae facto" monopoly of big importers (like Se:nchin or 

to design some wey of sharing the naticnl
 
fAntract for the import C,f e r tilizer between three or
 
- Yourcnnpani es of -repute I The proposals could, 4'-r
 

IIftI.Incte Incl ude a ,7 ire for the import of the totAl
 
e-8;:.t~ ard a pi ic.e for' a s e' 3r quantA ty. If the paice
 
ei$-Ryre'.t.al -- w6s not too high, the 'decision could hr
 
taken to split the market between a few Coampalies. TIn--y
 
would, 4o: instance, be giv en a chance to ge-t part of the
 
total contract at the cund itions submitted by the lowest
 
bidder. 

t 

is 

4.3 	 implementatiun and finannicing of a "cash and return" 
MeL hani sm-l t 

V 
The mai n probl em to sol ve for the future, 4hough . I 

the pri N.ate sector'E -perception of tie i-i r,-infdi I 
opportunity cost of tne fertilizer distr.ibuition Fschewe. 
The inplementation of a "cesh end retur" organization 
seem'sto ne 'fhe monst accep'talt solution in tie eyeF of 
the merchants to min54ie thel r reIUctar, tr 
new marKEt (the distributtors wots]d get the product 'Crw 

Ithe iporter/manuat rr on dposi bai ad thy 
woul d 1,6y him f4or the p'oduct stnIJ only). li r 
Will,piollab'll prove Ithe , or. 6;icusr.not rua:'L et aJ",_
 
rr urecit b s, provere rr exantans n 


Our r e cmTmnLnda Iijon is to design a 4 i'-erporr 
whi ch wouldcj be graduallIy phcseo-out. The acutorsE Ar 
d ist rib uti_4onr systemn would be , every Year, requir-Ed I D 
increase their contribution by purchao.ing the -4ertiIize L 

for rash, or through nortral commercial credit pract Ices-. 
At thre end of the period, no fertili2er hou r tch I
dit'ributed at thFie wholeler or retailer's e vec or. e 
"cash and return" basis any more.p The merchants would I 
hav tc ly asEune arL reEr k r at.fpuloba their 

hopefully the market would have been proven viable.
 

Since the national iiporter/manufacturer would bear 
the cost o-' the system, a special finanicinga will have toc
be designed with the coomercial banks and USAI. 

The nati ona inporter/ranufcturer would have .U
 
select the wh0lesalers tearid e wtourlu
r retailers where 
prepared to deposit his product. He would aso have o 

I.-.physical procedure to
organize some kind of odaP control 
I 
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sure he is paid for al 1 the product which is sold. 
Taking into account the fa cts that the distributor has to 
be of a respectable size, yet cLose enough to the final 
consumer, we would think that .the local 
wholesaler/retailer is the logical choice. 

The distributors who would receive the product would 
have to be prepared to assume the transport cost to the 
final consumer and the cost of losses or waste. 

-The margin of 7,000 FCFA per ton would have to be 
shared between the national importer/manufacturer ant! thc 
rother ctors in the distribution system. A margin of 
6,000 FCFA to the wholesaler/retailer would still make 
the product attractive, compdred to cement for instance, 
and the remaining 2,000 FCFA per ton would finance an 
average of two to three months'worth of inventory for the 
national importer/manufacturer. 
(This margin is calculated at a financing cost of 
approximately 1.6% per month, or 0.90 FCFA per kilo and 
per month) 

4.4 	Design of an incentive mechanism to encourage private
 
credit distribution for fertilizer purchases
 

At least for a few more years, it appears thiat some 
Kind of credit mechanism is necessary in the dryland r 
farming areas to sell a new type of fertilizer in the 
quantities expected. 

The private sectovsr distribLIt ora have already 
demonstrated that they are in a good position to evalit 
their clients 'solvency and thus to operate efficiently a 
widespread credit system to final consumers. However, 
they will do so for agricultural inputs, only i1 they 
believe the market is profitable, and the risks Ere 
acceptab)e. 

. However, some of them would have to have access t. 
add1 ti oral ard adapted financial resources (8S montihs. 
rather than the usual short-term overdraft facility and 
attractive rate). 

In turn, the lender would have to design a linkage 
to ensure that the special agricultural input credit 
facilities is not used by the private merchants for other 
purposes than to promote fertilizer sales. 

I. 

The credit should be given by the commercial banks 
to the private distributors of agricultural inputs.. 

.
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Since it is likely that the guarantees acceptable tv the 
bankers have already been offered by the distributors to 
get the credit they presently use, some incentive will 
have to be designed to encourage them to relax their 
standard lending conditions. A risk sharing mechanism 
could be negotiated, for instance, between the commercial 
banks, the Central Bank and USAID. 

Studies presently being conducted should indicatr if 
new Ttfrds are. required for this purpose and the minimum 
guerentees which would be acceptable for the banks. 

This credit mechanism to distributors should iowever 
be reserved to private merchants in regions where the 
climatic risks are low, i.e. the irrigated region-s, 
Eastern Senegal and the Casdmance. 

In1 other zones, where the risk of poor crops i; 
higher but still acceptable and where fertilizer has bven 
proved without doubt to be an economically sCondj 
investment, i.e. the south of the dryland farming abrc, a 
"disaster" insurance scheme should be organized to give 
credit f chance to exist on a viable basis. However this 
constitutes a long-term proposition which requires 
further studies. 

In all other areas, no uredit for #erti lizer snould 
be granted si nce, on the long term, its use is not 
ecnonically profitable, and even technically 
questionable. I 

The snie-for-cash condition for the subsidy mi ght 
also be reconsidered to encourage the private se. tor 
operatorS to extend credit to {nrTers. 

4:5 Support of a fertilizer credit project through CNCAS 

In paralle to the development of a credit mechanismi 
through the {ertilizer distributors of the private 
sector, ail possible support should be granted to the 
development of an efficient rural credit bank and the 
tests being presently conducted by CNCAS on seed credit 
should be examined very closely. The possibility of 
implementing a similar scheme for fertilizer credit in 
another test-site should be studied. 
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4.6 Possible -role of the Cooperatives 

As regards the cooperative system, it should be 
given the opportunity to participate in the "cash and 
return" distribution scheme at conditions similar to the 
private sector, but past experience does not -Favor 
encouraging - them to offer credit. The 
cooperatives 'members should get credit, either throutsgh 
the -private sector or through the CNCAS. It is ':ot 
desirable that the unions, at least for the time beivL, 
develop their own credit mechanisms. 1 heir finsannitl 
structure, and their organizational resources, are still 
too fragile for such risks. 

-
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4.7 Role of SONADIS I' -

Although not strictly speaking a private sector 
operator, SONADIS, which is the largest distributor ini 
Senegal and is very well represented in all the rural 
regions, should be encouraged to participate in the new 
fertilizer distribution . mechanism. It should benefit 
from tIe same opportunity of a ' "cash and return" 
distribution contract recommended for the private 
operators and could possibly be eligible for the special 
fertilizer'distribution credit if, in turn, it would use 
it to extend agricultural input credit to its clients in 
the rural regions. 

The 
prevent, 
distributi 

competition offered by SONADIS could 
r the future, the establishment of fertilizer 
on monopolies in the regions. 

help 
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IV. CEREALS SEEDS PRODUCTION AND DISTRIBUTION
 

1. GOVERNMENT OBJECTIVES AND BACKGROUND
 

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

Until the implementation of the "New Agricultural
 
Policy", breeder and foundation seeds production was the
 

- responsibility of ISRA, while RDAs were in charge of 
multiplication and distribution, under the overall 
control of the Seeds Service (S.S.) from the Ministry of 
Rural Development. Very small quantities of certified 
seeds has thus been produced and distributed because of 
the various constraints at all levels :(i) inability of 
ISRA to produce foundation seeds,(ii) very high cost of 
multiplication and subsequent financial contraints, and 
(iii) inefficiency in the distribution systems.
 

At present, only limited and local cereals seeds
 
programs are operating
 

- SODEVA is marketing a few tons of Souna III improved 
millet seeds at a price of 265 F.CFA/kg, but sales 
remain below expectations. 

- SAED and SODEFITEX are also operating some cereal 
seeds distribution programs in their areas, through 
informal farmers groups which they have created. These 
programs are 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 peanut seeds. The definition of a detailed
 
strategy is however still pending, until the presently
 
ongoing study 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 . private producers under close monitoring. 
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Distribution of certified seeds should be gradually left
 
to the private sector, with a close control from the
 
Seeds Service on varieties to .be distributed in each 
area. ISRA would retain the responsibility of breeder
 
seeds 	production, although the possibility of alternative
 
foreign or local suppliers is not expressly excluded.
 

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

The Government objective for the year 2000 is to 
make available 6,000 tons of cereals certified seeds of 
improved and tested varieties . 

2. 	POSSIBLE INVOLVEMENT OF THE PRIVATE SECTOR AND
 
CONSTRAINTS
 

2.1 Potential role of private operators
 

At present the only field of actual involvement of
 
the private sector in seeds operation is the import,
 
production and distribution of vegetable seeds. A
 
cooperative specialized in vegetable gardening is locally
 
producing vegetable seeds and a few private operators
 
have also recently started production. Vegetable seeds
 
are also imported by most national importers/distributors
 
specialized in pesticides, and are distributed locally
 
through specialized retail outlets, either agents or
 
branches of the importers. Such activity is however very
 
specific, as the market for vegetable seeds is
 
geographically concentrated in the Niayes area, and does
 
not raise any problem of subsidies or credit given the
 
high return of vegetable gardening.
 

For cereals seeds, the present private sector
 
involvement is nil, although some private projects are
 
being studied. Possible and recommendable 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.
 

2.1.1 	 Present and potential actors in cereal seed 
production 

Production of foundation seeds is currently the
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- responsibility of the Se.eds Service, which has three seed 
farms. Production on those farms is contracted to 
individual small farmers, supplied with inputs on a 
credit basis by the Seeds Service, which also provides 
technical supervision and monitoring, and purchases the 
production. This system is believed to be costly, 
although no accurate cost estimate is available. It also 
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
 
RDA's under various development projects (GTZ in Sine
 
Saloum, World Bank project in SODEFITEX area, etc...),
 
with an overall monitoring by the Seeds Service. The
 
RDAs contract production with individual farmers or
 
farmers' groups specialized 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 centers, operated by
 
the Seeds Service, for quality control-, treatment and
 
packaging. This system presents the same drawbacks as
 
already stated for production of foundation seeds. It
 
implies a heavy involvement of the RDAs (for
 
multiplication) and of the. Seeds Service (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, RDAs are highly dependant on internationally
 
funded projects for their seeds multiplication programs.
 
Supervision of multiplication farmers implies that a
 
heavy extension network be maintained, which, in the long
 
term, is not compatible with the stated objectives 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 contradiction 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
 
effedtive way, production of foundation and certified
 
seeds should not rely exclusively on it, and should also
 
include-larger scale private operators. These operators
 
should be able to produce, on a self sustained basis, and
 
with the quality control of the Seeds Service, a secured
 
quantity of seeds through rain-fed or irrigated
 
cultivation.
 

A number of modern potential investors (among whom
 
former high government officials) have already showed
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interest in seed production ventures, and have applied 
for production contracts and financing with the Seed 
Service. Its seems therefore quite feasible to leave at 
least a part of the seeds production to the private 
sector, provided profits can be expected from such 
activity. 

In case of continued deficiencies of ISRA for
 
production of breeder seeds, research and devel pment
 
contracts could even be made with private operatbrs in
 
order to introduce, test and develop new varieties, under
 
the monitoring of the Seeds Service. Among the potential
 
applicants for seed production, one at least would have
 
sufficient qualifications for such activity.
 

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

2.1.2 Present and potential 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 Policy" and of 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 of a consumers's credit system, 
as quantities needed are small enough to be purchased for 
cash, by farmers; the minimum needed inventory for each 
market operator would remain small enough to avoid major 
financing constraints ; transport and storage are easier 
given the higher unit value of the product and expected 
margins can be more substantial. 

For these reasons, most market operators currently
 
involved in consumers goods marketing in rural areas or
 
in agricultural input marketing would be potentially
 
understed in seeds marketing, including regional and
 
local wholesalers ; rural shopkeepers ; SONADIS network
 

I. 
I 
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of rural retail or wholesale outlets.; the large national 
firms currently importing and. .distributing pesticides 
(SSEPC, MATEMA, SPIA) could also consider seeds as 
complementary produces for distribution through their 
local branches or their own salesforce; SONACOS, which 
already markets peanut seeds through its extended network 
of peanut buying and storage points, could also market 
cereals seeds; although it may not be comipatible 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 mechanisms. 

The difficulty in setting up an efficient
 
distribution network for cereal seeds does not pertain to
 
potential operators, but rather to the technical
 
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-generation seeds rather
 
than pushed to purchase new seeds every year.
 

- An efficient distribution system requires therefore 
a close control over the geographic area of distribution 
of each variety, which precludes the channelling of seeds 
through national or even regional private distributors, 
unless a very cos..tly control system operated by the Seeds 
Service is-set up. Marketing through local retailers 
would be possible without such a control but would, on 
the other hand, imply that the distribution of seeds to 
each retailer be done by the Seeds Service, which would 
again be a costly and inefficient mechanism. Finally, 
the most appropriate channel, given the above mentioned 
constraints., appears to be the cooperative system . Seeds 
could be delivered' to Regional Unions, -which in turn 
would distribute them to the SVs according to the 
coverage program set up by the Seeds Service. Each SV 
would gather from its members the sum of money required 
to . purchase seeds, *and pay the Regional Union upon 
delivery. Extension agents could advise farmers and SVs 
for their purchase program, thus avoiding misuses.
 

-The private sector should not be totally excluded
 
from the distribution scheme, so as to maintain a sound
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competition with the cooperative system. Local
 
distributors should therefore also have the possibility
 
of purchasing seeds from regional delivery points of the
 
Seeds Service, and to distribute it locally.
 

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 grains. Such an 
attitude may be modified in the future, when farmers 
become more aware of the high financial return of 
improved seeds, but has to be considered as a constraint 
in the short term. 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 a market and to allow operators to make 
a profit on production and marketing. This subsidy could 
be progressively phased out over a five years period. 

As a second condition private investors would most 
likely be ready to invest in equipment only if they are 
secured an outlet over several years, as they have no 
control over the market and the distribution network. 
Such a guarantee can be granted through production 
contracts covering a period of three to five years with 
the Seeds Service, for the supply of determined 
quantities. 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 condition is the regular supply of breeder 
seeds by ISRA to seeds producers. This constraint should 
be dealt with through appropriate reorganization of ISRA 
and support to its activity, and for contracting with
 
private research and development operators.
 

A fourth condition is the existence of an efficient
 
information and extension system to promote the use of
 
certified seeds among farmers. Contrarily to other
 
seeds, cereals seeds have, in Senegal, only a very
 
limited spontaneous market as farmers are used to keep
 

I. 
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E 
their millet or sorghum seeds from the production of the 
previous year whenever it is available. A promotion 
effort is therefore necessary to create a permanent 
market large enough to meet the Government's objectives 

and justify production investment by the private sector. 

3. RECOMMENDATIONS FOR-ACTION 

The recommandation which can be made at this stage 
concerning improvement of cereals seeds production and 

distribution should be regarded as preliminary 
indications of possible actions, to be reviewed or 
finalized once the presently on-going study on seeds is 
achieved. 

3.1 Proposed organization 

Seeds production: 

In the proposed organization scheme, a part -

scheduled to be gradually growing - of the production of 
foundation and certified seeds would be handled by 
specialized modern farms in order to partially relieve 
the Seeds Service and the RDAs from a very heavy 
monitoring of seeds production by small contract farmers. 

A number of potential private operators, -with 
sufficient financial and technical backing, would be 
selected by the Seeds Service, and medium term production 
contracts proposed for the purchase of a specified 
quantity of seeds over a period of several years. 
Private operators would resort to the banking system 
(especially CNCAS) for financing of equipment, eventually 

- - with the technical assistance 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 Service. The possibility 
of privatizing those centers should however be 
considered. 

Certified seeds would be purchased by the Seeds 
Service, at least for the first years, 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 some advance payment
 
in order to partially cover production costs.
 

The price should be set at a level allowing, under
 
standard cost conditions, a profitability comparable to
 
other intensive agricultural activities.
 

Seeds distribution:
 

Seeds distribution would be primarily handled by
 
regional cooperative Unions, which would purchase seeds
from the Seeds Service, and by the local SVs as their
 
distribution agents. Each SV would order in advance the
 
required quantity of seeds from the Union, and pay cash
 
upon delivery. Local private traders should also be left
 
the possibility to play a role in seeds distribution and
 
to purchase regionally from the Seeds Service or the
 
Union.
 

Consumers prices should be set at a level compatible
 
with farmer's capacity and willingness to pay, and allow
 
a sufficient marketing margin for cooperatives. This
 
implies most probably that the selling price by the Seeds
 
Service- be subdsidized, at least for the first years.
 

3.2 Proposed actions
 

a) The proposed oiganization scheme implies that a
 
financing mechanism be set-up to cover the financing of
 
the purchase of seeds by the Seeds Service, including
 
advance payment which would have to be made to producers
 

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

A revolving fund for cereal seeds could be an adequate
 
mechanism to take care -of the Seeds Service financial
 
requirement, and USAID's participation in such a Fund
 
could be considered.
 

The fund could be either operated by the Seeds Service,
 
or preferably by CNCAS as a specific credit account for
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seeds production. CNCAS would thus pay suppliers on 
behalf of the Seeds Service and would be reimbursed on 
the proceeds of the sales to Unions. 

b) Although it is clear that the involvement of the 
private sector in seeds production may alleviate a 
number of existing constraints, much of the success of 
the operation will depend upon the Seeds Service's 
capacity to properly'program, manage and monitor seeds 
activities. - Among its functions, the Seeds Service 
should 

- ensure that ISRA is able to produce the required 
quantity of breeder seeds, or find alternative sources 
of supply.
 

- select, in cooperation with ISRA, the varieties to be 
introduced in each climatic area and program quantities 
to be distributed. 

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

- contract with producers. 

- 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 that its management capacity would need to be
 
strengthened, through technical assistance and training.
 
Such actions could be considered for financing by USAID.
 

c) Also the cooperative system, at the level of Regional
 
Unions, would need technical assistance and training in
 
management for handling seeds distribution. This could
 
also be considered as a possible field of involvement by
 
USAID.
 

d) The temporary subsidies for cereals seeds would also
 
probably have to be financed by foreign donors.
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1. 0rnr presentnrzion-
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btild p:ater.ieali., the ag:-:'-r hemricra) , the fo 
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r'iue . InuVS equipmeis. 

*ht' P.n rany is legally frga . .m I t The rrn [t 
"flflleT-u Pnronyme" (8.1A.J whos' ci'iiai H' -" i l sI -lioni 

C"A he .ings entirely 10 the founder, Mr. F. 
r ns a numbe A of busS rieFes nd rCfl
 

a tater 3E'T es. irn C Cengaland i Euc:p, an.- ) r
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p r. VhE fouT E-)- te depart ment-, tt : f 
p~r~ne, n; which S t-re mana e 9. The A-'L.- ,IhE. Z! 

repart n rr., wh deLIs regularly in peSi S .IeI ;I 

agr:icul T: chct, n: an. occasionnil y whnl ne i 
or RDA oni is won, on +vrtilazur=, emp-oy; 5 pv:t . 

he comp-ny has srE3. r. va r3iu 1 hfr.cy h rn, F . Cb 
'nsurince company-, ani idutria productCion1 ov vegerna: 2 
Canr:err- T nd a company th. nh ren't, heak-y e-grI ru t r 

4hn also arm- 150 a of irriLatL 'tid 
C.h rough one cf it whoC o y-ownIId butii Cr ej e S.
 

Lrt.ugh r. 3 7 a nj it-c. w~ th a ,urLbr
 
Ctner erleahlese Compai!, lI'e- rn agrn--rme.ct 

-nIu ac t ur.i ni p ant, a l t' t g rico ;fiDy uf di styru i 

consumer goods Sr, the Kacl ac. regi ri and others. 

2. Ativities: 

The Agro-cnemical department was organized as a separate 
entity 3 r 1982 when the company won a very lmportait C-i 
for the import of 10,000 tons of urea for the Ministry e.4 
Rural Devel opment. This department imports an 

http:agrn--rme.ct
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rr Fribb. r ral 	 andIsall egrS rcuIt equipment tools 
(IpLIpS, :ayers, genera.ors, etc. .), in pesticides ad 
vUIp prLztion cheminiuas and in fertilizers. 

The Agrn- chemical department represents hetwten 40A and 
9ID% of -e total sales of the company which 4l uctual!.e-', 
c -- ly ith the winnin, or not, of the annual SI, [12 Dr 

:-ort bids 'from the Ministry of Purtl 
iLmt ]-repni,/USAID, or frcm the RDAs like the iSoC -* -

C 'Amnic:-3.tnent du Delta," (5AED). 

hE. marr ny owns a 1200 square meters building in tVe 
eart a-L DaKar's comercial district and a 2500 squ.are 

ir tter ' w-et-ouse nearby p2us a building in Saint-Louis of 
ZSeinegal hh as warehouse si ore tfis& serve both and for 
reic'n'=; rCket. The offices of the company, as we]] s 

Et tzre hOLuSSrig and agriculture manterial, are'r 3 for 
ho u:d i the main Lii l di n Sn [Dakr. However, thi 

I LIre a more as a shcwronn fclr the products than e, Lt 
eal rfota-1 store since most of the business is done, -or

Tie p,.11cin" equipment with the- contractors, and Zrer the 
agricL :ural equipment and products with RDAE, especia ly 
the SAED. 

*i--Ir t .(Of' co '.tr',*Pny p[rates thr11 F ^ --O n rr(JOYC. -'c!

4 cO . r E;tC1 t let JE :,;d, uccesbi ool 3 On , ont T 'LC, 

The (-u: rF1 	Manager has plan,& to export, Fnd eveit npe a 
unea thhn 'e-xt two ti three y-Or"s tc 

:- ,,rn-che 0 -c . and agri cul u: a] -quipmen I 

b Id i S.eeTt.ra 

e ;!bih were pr r"' ded by the management of the 
Iher annual gross sales show impor-er 

-wch-i -t- eniely due IC the impact of the 
7 1:1 111np CI r t b iC Es 

r. ?r, - v--e] Ele:. were viven at 1,176 million FCFA 
CF whi ch he Agro-chemical department represented E-1E 
million, or ?0% of the total. In The same year, the 
compciiy won a national bid to import 10.,000 tons Of urea 
-for the Mj iistry of Rural Development and imported 3,500 
Tons to reexport to Mali. 
2n 198.4 , the sales plumetted to 270 miil3 ion, the 
Agra-chemica' department represented 127 million , or 

0% That year no fertilizer was imported by the company 
and 7he Agru-chemical department sales were entirely made 
of pe and crop protection chemicals sales tc. a 
RDA. In %'8n, the scaes went back to 600 millions, 535 
millions or 90% alone for the Agro-chemical department, 
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which Dorresponds t he wInning of a -fertili Zer mpnrt 
market o* S , 000 torts +or a RDA 

The corzrp..ny works with I'r-e D)AO bank in DaKear. IT used 
to wcrb with two other national banks but Etopped Since 
their certi-fied checkE are not accepted by some. The 
coMpanfy :r, draw up to 1"'3 mlior through vLU..tt!E 

iu has an overdra-ft for 30 mil)ion, a I ie' r-if 
credit f-Pr 90 million and uthers. When it has offi:35c 
won a national or RDA' bid for m-port otf fertilizef> the 
comp6ny LaS been a6be to draw up to 300 million from 'e 
bank and, in one riTice 0'LJCm11 i or sh trt - term I fl. 

The renown of the Chai rman of t he Board certai nl y e) ps 
the company in its releTions with the barkers. The 
Chairman usually gives his personal c:a1uti on 4or the t'rge 
Ioans. 1 he normal fPciliti11 (overdraft and line C 
creditI a guaranteed by mortgages 120 mllion, orte wortn 
a couverra of 100%. In 19S5 the company pni d 30 mil I itn 
to the .anik in iterest. The company doe's not us C 
long-term loans, for equipment for insta re , t EsE, 
instead, ny choice, its own funds. 
The crrMpany has no problem getting credit from the bank 
thankE to the, owner's own credit. 

The conpa iy does not giv.'e any 'credIt to itts c:ustomeri. any 
more. It accumultec b.d delis in the anour:t o" n0 

millions and now demand cash payments or certified chec1 E 
from selerted banks. However, when its client is a RA, 
it has to abide by the PDA' a payment condt.ions spci Fied 
in the contract. Usually these are credit sal £s but 
even ;-P payments are late, there is no risF. of de'-'ui. 

4. Interest in the agri cultural inputs marke : 

The company is in te-ested in the fertilizer market arnc 
has the capabiltiEs to organize and finance the imorT 
of large quantities of the product. Since 1978, when it 
imported 10,000 tons of -Fertil)iers from Poland -Por til 
now defunct ONCAD, it I as been constantly in this rrt. 
13,500 t ons imported from Belgium in 1983 fox tSCI a-d 
Senegal, S ,000 tons un)l aded, stored ar'd transported in 
the regions in 195, 4,000 tons importecd from E.tlgium 
again in 1985. 

It has wide experience with the import, storage and 
shipment of large quantities of fertilizer (urea) but 
none in actual sales since it always worked for the 
Ministry of Rural Deve opment, or for Regional 
Development Agencies, who always organized the 
distribution of the product to the final consumer. 

With the "New Agricultural Policy", the company is still
 

A. 
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interste'd in importing fertilizer since the operetion as 
realized wi -h donor egerc .es' financial guarantee but it 
is not : tsejf equipped to distribute la rge quantities in 
the penr:mtesi n. However, it could u-e the organilztion 
and re<a -c-s Cf an a S7D ated company, belongS ng -c. Ilit 
owner fld' company S. , to do it if it wer e profi tptE. At 
present, in the peanut bacsin, and as lo ng as t 1;r-U F n1o 

--- -- t oural EaTk ic Prcovi e c.re:it to the 4 armcrs individually, 
'per ESuy toor to atives, the gri cultur-al inputs tt : e 

time '- yeer tWhen :the casn avai abi l1ty o;f the populeirr, 
is at C ow est leve , The rompany's Danagers do 'Ct 

think tet. it caI- be very interestirig * The* margin of 
7,000 FA per ton offered is inte resting but Ihe 
qertiti ts sold an a cash basis are 1 ikely to be- very 
small. It might be wortrOwile to make a marketing effort 
i fthe- distributur's own -rn'ds were no t tied-up in the 
fertilizer )nventory, the cost of which could be assuvied 
by the ni try of Rural Devel opment, the donor agent L s 
or a d. They, in turn would get reimbursed the c-ts1 
of such a "cash and return" scheme when the fertiizer ZE 
actualI i soi d, si nce the 7,000 FCFA petr ton maurgin could 
be sharcd. 

The comp;i'y is interested :I,, ' and intends to develop its 
ervi ne In the agui- tural Fectnr, primari y in the 

arri gae.c regions.The primay interer of. the nompany s 
in thu- distri hutJ or of sa l farming equipment ane! 
chemica.; . Th se products are less buliky to store and 
transport and they can bring a -Par higher profit starg.s n 
than fer..: Jzer. The company is now organ izing a sales. 
force a these products. ord wil I - pLobably st art to 
market them I n the Serieg.l R,4-iver region through tn. 
Saint-L vis base: it edecides to go into ertilieI 
distributi on directly, it will probably concentrate only 
into irrigaEted regior Wre the +armers have a higher 
revenue zhdn in the peanut basin and know that fertilizer 
is essenTial for their crops, which is not fe case for 
the pcbi 1 'z ba=io farmers. It also just founded a 
wholly-owr~ed subsidiary t o rent neavy equipment. anId 
agricul tur al machinery to rarrmers and cooperatives in the 
irrigot ." reg;ions of the Senegal ri ver basin. It 
invested more than 120 millions FCFA in this venture and 
has already won contracts to plough more than 1800 
hectares of land, 

5. Conclusion:
 

This case illustrates the activities, results, 
constrai -s, opportuniti es and plans of an import company 
at the national level. The financial results, as they 
were communicated, appear small but it should be kept in 
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indr that tV is conbpar. only one element an c vst 
chain U bus iness e s and. commarcial . and irndustrljl 
interests. 

This cese r hows tet there.might be, among weelthy 
senelblesF ^ milies, AN interest in the agrcOn8.2tural 
sector narke t, mainly in high unit Value p-roducs . Cr 
services, in region of fUtu e gruwth. . 
At present, the dist rbution- of {ertili' - do, .nM 
appear to 'be - seen as a very interesting prrposit c, 
although the import, which can bring efty pro- it 
withoui risks since it 5s guaranteed by athe goverrtert 
and donor agencies, is obviously seen as - a good 
opportunity. 

Financing does not' constitute a problem for such firms, 
they use the banking institutions mainly for Treasury 
purposes and not as source of funds for expansi on and 
growth. The investments are usual) y financed on the' 
company, or its owner's, own funds. 

it is-. 0so important to note that.such t company give& 
the impression that iT relied, until lately, more olt 
profits made through one or two good contracts than
through the day-to-day commereCal activity of ar. import 
and wholesa) e di sty ihuti on 1: rm. it seems to Move 
changed- and the company is planning to opeyate an a am; 
regular basis in a now market and cease to depend 
entirely on the government or parastatl s annual 
contracts for its sales. That this trend is a result nF 
new opportunities opened by the "New Agricultural Policy' 
is difficult to say with certainty but the Timing uf thy. 
change wou3 d suggest i t 
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CASE STUDY 

AN IMORTER/DISTRIB -CR 
rFURAL 

WITH EXPER1ENCE 
SECTODfR 

IN TL 

- AKAR 

. CenCral presentat orn: 

The company GA. is a two-ypmrs old Senegal est 
Import-Export and Trading company whose offices are 
located in downtown Det ar. 

The Presiden t and Gener'tl Manager of the company -s @2lso 
itr f ounder and single owner. 
After mtorF than Seventeen years work experience ac 
Director o41 Marketing ai0o Director of Finance of varicse 
companies Fp ecialized in providing roducts cr services tr' 
the agricult ural sector , he decided to start his own 
Compay. He. explained that, during all these years, he 
was anle to build 'a little capital but, far more 
i mportant] y, a nelworb o-' rilationships with clients ai-c' 
suppliers in Senegal, in neignbouring countries and in' 
Europe who trusted him and liked the way he was doing 
busines - i 
He invetedhis own savings i the nw company an did 
not rI-ceiv any help from the banks at that ti rre 
althoughi he asked tor a loan. Foreign suppliers with 
whom he. had been in rel at on jn the past trusted him rore 
than t:e -enegalese cnmrrrerial banks, he remarked. 

Mr T., the founder of The culupany has ueither poweru2 
family connections nor personal wealth. 

The mission of the company is to serve the rural sector, 
accord2 rig lo its founder, but since business is slo to 
grow, he had to organize a second activity in urban pest 
control to bring an addstionial income. 

2. Activities:
 

The company specializes in importing and wholeselling 
agricultural inputs. For the time being, it.consists of 
some -Ferm implements and a few chemicals for which he has 
exclusive distribution rights, in addition t o specialized 
fertilizers for vegetable gardening. The General Manager 
hopes to grow into other products and to organize his own 
salesforce in the future if business picks-up as he 
thinks it will with the disengagement of the government.
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in addition, to this import and trading activity, the 
company operates a &mal] pest control unit in.Dahar 

The connpar.y employs a total of 14 persons, all but the 
General U'r'tger and his secretary, workSing excusively in 
the lost activity. 

r 	 The co'spany does bus rieEs with various ac tnrS in the 
rural sentor: PDAs, Cooperatives, 3arge producers ard 
Small-1 e: mers- of vegeiables ard 4xuits. It also C'poris 
to the Senegalese neighonunirig landlocked vnt 
Burkina FEao, Mali, Niger and even Tchad, and to Tula anc 
Benin. His clients in these countries are mainly the 
cotton companies and parestatals whith whom he 
developped, over the years, excellent business relations. 

The sales of the company in volume (excluding the p2 mt 
control activity) are represented by 70% for fertilizerF, 
both for vegetable gardcning in Senegal and urea for 
export, by 20% for c'hemical products and by 10% for 
e'quipmont and machi nery. The profit contribution is 
almost t-u actly the reverse. 

3. Finance: 

The company has no fixed assets and tries to keep il: 
inventoyy. to a minimum. 

It operat E' on its own funds since, with no guarantees, 
the banks wil1 not authorize a loan, or even an overdra4 't 
facility. 

The company has succeeded in getting good financial terms
 
from its foreign suppliers. This is because, they have 
been successfully doing business with the owner in the
 
past, when he still worked as an employee. They usually
 
ask to be paid at 90 days, and in one instance the term
 
goes T.o 120 days. Since the turnover of the products is 
high, the company solves its cash-fl ow probl em with 
suppliers'credit but the General Manager realizes ther it 
is not fi nancially sound and does not provide good 
chances for 	 growth. His hope is to get a big contract 
which would "prim the pump" and give enough confidence to 
the bankers to get a long-term loan. The General Manager 
is in fact highly critical of the Senegalese banks whose
 
management, 	 according to him, mistrusts the private 
entrepreneurs and will do business only with the 
parastatals, 	 the foreign companies and the very wealthy 
or politically importani nationals. 

The annual gross sales of the company are in the range of
 
300 to 400 millions FCFA, or $850,000 to $1,200,000.
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No additi ont informati -1 was psovided oN the Financial 
situation of the oompany. 

4. Interesz in agricultural input distribution: 

TIe objVtiVe - of the GCnerl Manager is ;.o Ceve lop -i"e
 

actS vil o that the DCLIpany becomes an iarnotenT
 
rJ -in the !rpo-tand distribhution1
5pet-alia 


agr GaU)r01 inputs. 

However, sr Par, he is more intereste d in the vegetable 
and fruit farming than in the general farming .Imaret. HZ 
thinks that, in this former market, the prival e setor 
ca w-rK directly with the farmers. Their income jE 
higher and more regular all year round and they know the 
value of -'ertil izers, chemicals and equipment . Also they
have nc-t become dependant on the RDAs to organize their 
production and buy their inputs. 
In the general farminL market, he has so far always 
worked with large, amostt industrial farms or with the 
ROAs. He is not prepar-d to worik with the farmers 
directly since that would meant, in most cases, working at 
credit and he does not have the financial resources, the 
organization and, above al, the confidence to do that . 

The co-pany has a single, dnd not too happy, expericnce 
of import and distribution o--f general repS fertilizer. 
It import-d 2,000 tons r urea f-or a value of 300 
millions and had the greatest di4fic.u) ty to st3 I t. 
Finally a i-ar cstatd.l oughl it but it a) mnst cost the 
owner his rEwly-founded company. He is not prepared -c. 
renew the experience utl es he gets a -sure -ontraCt, an! 
bank financing f-or the whole amount, guaranteed by tne. 
contract, fieore he imports. 

The General 'Manager thinks that not much ca n be 
accomplishr!d by the private sector in the peanut basin as 
long ac there is no we3)-organized and efficient ruraj 
bang to =o3 ve the farmers 'cash-flow problem. It is not1
the role of the importers and national distributors, and 
they could not set up the required organization, to 
provide credit to the final consumer, and he doubts that 
the regional wholesalers and the local traders would be 
willing to do it, even if they had the necessery 
resources. They probably a-lready give as much credit- as 
they are prepared to risk with a notoriously risI'y 
borrower. 

On the contrary, the irrigated farming region appears a 
far more interesting market to the company. The 
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vegetable growers in these regions are, according to the 
General Manager, L1oser in their approach to modern 
agricultural inputs (i.e. the need to invest to incaeasu 
their a-evenue) than the peanut and cereal formers. The 
disehagement of the RDAs in the irrigated regions c'vns 
a who] e r.ew rpportuni ty - or companes M ke his own en: 
his 4irst move will be ir. this direction. 

The maragement of the company thin s that the 
liber5alizatiou policy of the governIent is going : be 
very lcng dnd painful tL imp1 Ement and that it requ 1reF 
that a number of actioTs on the part of the government be 
taken To succeed'. The f3r st and most important is the 
establis,Iert, in the peanut basin, of a rural credit 
bank. The second would be the removal, like in Ivery 
Coast, of all import duties on agri-cultural inputs t 
reduce rhe price and ma E them more affordable to the 
farmers. A third coundition would be the organization of 
some form o' protection for the established companies 
which are too often undercut by speculators trying ic. 
realize short-term profits on public bids. This is 
especially detrimenta) in the fertilizer and chemical 
markets where technical as sistance, an expensive servi ce, 
should bE s stematically provided to the consumer, The 
establIshed companies often shy away From mtaking such a 
long-term investment because the market is very unstable 
from year to year. Finally the policy should be clearly 
translated into actions Khinh is not really the case at 
present, The General Manager illustrates this last 
remark by mentioning that, last year, his company 
purchased 25 millions'worth of pesticides for the Senegal 
river .rrigated farming region because it was announced 
that the local RDA, the SAED, was withdrawing and lefting 
the private sector supply the farmers. In fact, the 
perastatal kept _on distributing this product and the 
company sti 2 1 has the chemica) in its inventory. It 
fears that this will be the same thing for fertilizers or 
seeds in the peanut basin. 

6. Conclusion: 

This case illustrates the situation, constraints and 
hopes of an entrepreneur struggling to establish a new 
business on the strenghts of his personal experience of 
the suppliers network and client markets and with very 
limited personal, or family, financial resources arid 
consequentely no help from the banking sector. 

This entrepreneur is interested in products with a high 
profit margin and in specialized, moderately affluent 
markets with a low level of risk (no credit required) 
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where he can compete witn better established compani es on 
thr basis of the quality of h-is products or perSrrltE 
s e rv' r e. 

Jf fI nancial resources were more readily availlab" c to 
hip,, this entrepreneur would p-obaby make the ':-,f 

the r'ew opportunities cptnred by the planned withdrawal of 
the par3stathis in afi ICultural input distri bt:nr. 
However he sees opporl -nities almost rily i Tr E 
irriei ed regions ano not i nterest t ofarmi rng D does Seem d 
invest i n the peanut basin. 

Firsts f all, though, he wants to be sure that this 
pi i vat. ati -in policy is real and that the government is 
sericus esnout it. Smetimrs he wonders if the government 
will ncst try to Kerp all the profitable activities c-f the 
parastatals, and bl ame the private sector for not serwing 
an irscivent market. 

C -
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AVAI BLE CASE STUDY 

- A-P R 0rL WHDLESALER . -

KAOLACK 

Hedj A. L . is Doc of twenty whc) esaj ers. in genera) 
merchandises I ocated in Kaol ack, .the economic capita] of 
the peanut basin, some I90 kilometers south-southeast of 
Dakar.
 

This businessman of approxinately sixty runs what appears 
ti be a very dynami and successiull business with two 6f 
his sons and an employee - He does not 'speak French out 
the son who was present at the interview does perfectly 
and has obvi ously, as a mini mum, a good sec ond- y
education. The personnel of his individual, fu)lpowned, 
business is completed by twelve drivers, warehousemen ond 
other unskilled workers. 

His main office is located in the same building as his 
point of sale and bigger warehouse ii one of KaolecK's 
major commercial district. El Hadj A. L. has .owned the 
whole bu il d ng, where he lives with his famil y and 
conducts h-ji F bu.Siness, since 197. These well-maintai ned 
and clean premises ir more than -90D square meters and 
three t-uck s, ntie of 20 tons and two of 10 tons, are tne 
main s5E-ts, we have bee;' told , of the company. 

The owner founded and stLi- mdnages the business a.d, 
with his sons, gives ithe impression of a very dynamic, 
shrewd and successfull enlrepreneur who now counts as one 
of the most important in Kanlack. Indeed, he had been 
invited to the conerenre or 4'erilizer distribution 
organ.-*ec in Dakar by theMinistry for Rural Development 
as one Of the representatives of Kaolack's merchnt 
com clh. tyHi 

2. Description of. the business: 

El HadJ A. L. runs a whoiesa.1e business in food 
products, mainly rice, flour, sugar, oil and milk, in 
construction material, mainly cement and sheet-metal, and 
in soap. He does not deal in groceries, textiles, 
automotive parts or other traditional' products of the 
Senegalese commerce. 
In addition to his role as distributor of consumer goods, 
he markets local cereas, mostly millet, but considers 

http:whoiesa.1e
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this ar-ti vity as se'icr y, aid almost marginal, uompared 
to hI; nther one. He still pursues it on an opportunity 
basis though, when he has bone cash available and the 
profit to be had in the -ery short-term are intEresti ng. 

He sup'i hims e UT di recdt3 y Dm e atonal*1'* o, t h .
producer-., manuf aOcur & or most oi the good s he se3s: 

.soap, £tnoelT: V r.poT-rlE in 
Dakar I:.- the rest. t0-" 4 'f .' ing~m2 '1 

althoug! he has an "2 in- -E eCa. an n 

His stnrage capacity i' eti mated Et 25-S to . 

The tren=.port of purchased goods to Kaolac-k is assured by
 
w of sel dom
his own -eet truck . He contracts 7he 

transport to outside speciealized companies since he does 
not trust their Pfficiency, and their dri vers 'hone-t y, 
and thinks their cost is outrageously high. He will tv-e 
their service only when a delivery s. very urgent 
otherwise he has organized his trucks' regular schedtul e. 
to Dakar and calculated that his cost are lower. 

The clientele of the wholesale consumer goods business is 
made of approximately thirty important resalers as-far 
away as the Gambian border to the South and Koussan&a to 

the East. These resalerE, uEually have their o -n 
medium-sized store ir, a smial I town or large vi.13age nbut 
do most of their business supplying, in turn, the Iora 
small cour'try vil l age st Ore-UWner t he goi2n;gn- peddler 
from weekly market to week] y market to Serve ever- th 
most iso aEt ed rural L the pearut basin.popul-ton f 
In all vases, the rtP -l er-s hemstl ves organS ze.he 
transports of the gou--t p.rrcheosed at El Had j A.L.'s c 
have their own storage cpacity, +rom ten to fiPy Tr-s., 
which represents-heix weelily to 4 'o!rghtly ordprs. 

The local cereals business aS somewhet differently 
organizEd. El Hadj A.' . will purchase the corn or millet 
from locaEl vi I eIe merchnt, or from special.eC 
collectors who buy on the markets when the farmers'o4fers 
push the price down, a'd rr-sel it, as soon as possible, 
on the urban market of Keolaci r-i- in another region where 
there is an occasional shortage. No long term (from 
harvest time to the "soudure" months) storage is done by 
this merchant because he is not willing to tye up his 
cash for long period of time when the expected profit is 
no more than SO FCFA per kilo at best, or less than 100 
percent. He thinks that in all these months his money 
would have earned more if used in other ventures. 

http:special.eC
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3. Financial organization: . . 

The irfornation which ha;s been prnvid-d to us makes this 
busT ne.s on importani r-egi or.l one by Senega ese: 
standards, for a purely r.oTIml1r'xcal acticity (no 
manufacturing or production). 
The gns; sb2es where given at betwen 100 anr '50 
mi 1 Cr PCFA a mor th dtipe ni ig of the t i J e of y-c: 
harve:t time when the rural co;su rr.ers earn their jnnriIal 
ancome and "soudure" time when revenues are at an anntual 

F 	 low and the limited remaining dispoabe fermiers'income 
is tied-up in essential production inputs: 
Assumi rig a total annual sale figure of more than two 
billion FCFA is probably a conservative figure since the 
amounts announced are likely to have been underest.wete'd 
by the interviewees. With a dollar value around 3AD FCOA 
per dollar as of June 1986, this regional whni.e le 
business is doIna a minimum of $6 millions a year. With 
a net profit before taxes of E to 10% on gross sales, the 
income gene-.ated is probably in the range of $300,000 t 
$500,0001 a year. Hnever these data should be tonsidered 
as indicative only. 

No figure c-n "the value o-P the buildings, equipments and 
stocks were provided. 

moE t Senegal ese c-	 the 
LalEs arlCe donTrno ac basis, and the accounting
records< are kept r.. a iii",nimum. 

As in 	 commeroi enterprises, most of 

El Hadj A.L. has a bank account in the local Kaolackt
branch of a national bank for his business, since this iS 
a legal requirement to get the wholesaler's licence, but 
transactions are- limited. The banh is used mostly to 
smooth-up, on a very short-term basis, the treasury . ne es 
of the business. The bank granted an riverdraCr of 4 
million FRCFA maximum at, the usual interest rate of 1 to 
18%. This FPacilty is not used either regula.rly or -"ully 
since the owner prefer; to work with h3 s ov.n funds, whib6h 
are probably more than adequete for, the day-to-day needs 
of the business. No medium or long-term Ioan, for 
equipment- for inIstance, has ever been- asked from the 
bank. El Hadj A.L. thinks that the guarantees required 
by thi bankers for their loans, for example a mortgage on 
the personal properties 'of the b.usiness'owner, are out of 
proportion with the amounts considered.
 

The business operates on suppliers'bredit, or more 
rightly terms of payments, and with clients paying mostly
in cash. The turnover of the goods is very quick and 
this generates a lot of cash. 
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The- stppliers, which are mi-bhly big manufeaturing 
companies, will bill at fifteen to thirty days fnr most 
of the goods purchased. El'Hadj A.L. points out that 
this is a facility which took time to obtain. He his 
proud at the excellent relations he has been able to 
build with his suppliers after years of making business 
with them. The terms he gets are, according to him, 
unusual but he has beei known rever to default or make a 
late rnef ayment during all the years When the credit hW 

got wES limited to 25%, and then 50%, of his purchase 
orders. 

He himseJl grants terms uf paynents to the resalers he 
has been working with for a while and are well k'uwn to 
him as serious merchants. Usualy he will require that 
S0% to 70% of the order be paid in cash, the outstanding 
amount bring paid at the next reorder. We were not able 
to discover wether interest is charged for the period, or 
if this arrangement should be .considered only as a 
payment facility. The amount given on credit varies with 
The size of the order aid the past record of the 
borrower He recognizes -having, over the years, 
wended-out the bad debtors and does not complain about 
default a"y more. -There are still late repayments but, 
all in all, he trusts his network of clients. 

-Interest4. in the distribution of agricultural inputE: 

El Hadj A.L. knew very well about the "New Agriculturci 
Policy" and tne role businessmen in the private Se!;tvrr 
are supposed to play- in the future for i'put 
distribution, especially for -Featilizers. - One of his son 
attended'the orircial meeting on that subject in Dakar 
which had been organized a few days before the interview
leading to this vase took plane. 

However he made a very strong point to the effect that he 
was ndt prepared,-this' year, to purchase fertilizers and 
try to mirket them. He thinks the financial risk are far 
too important. He recognizes that the margin offered on 
the two .different products, 0-15-20-and urea, is rather 
adequate since it compares to the reference product's, 
cement, but what good is a margin if there is no sale? 

He is convinced that, in the Kaolack region, the farmers 
will not purchase the fertilizers for cash. Since no 
bank, rural or commercial, is ready, or willing, to 
replace the RDA's as credit distributing entities in-the 
country, and he himself would not even consider such a 
role, and least of all to Cooperatives, chances are that 
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the fortilize e wot u2d have to stock will remain in his 
warehouses till next crapping season, or even longer. He 
cannot afford the fir Iarnial burden this will most likely 
represent and has beL ter oppor-tunites for investment. 

He thinks the farmers will not buy C.nbb becease (1), they 
are not sure +ertili er 5i a good economic prcpositic in 
their zone, (2-)they hate :.een very affected i by 
the past cro a- ac: do not muchbcd ; ers have v. ,ney 

available, ()-they wil2 useT whet ittie cash is lft Cte-r 
their nocrehojd expenses eyment o{ debTs or 
e-stent3als, like seeds, o ;c-e secu-e investments, :Kv 
cattle and (A)they az-r convinced the government will ec;me 
to their help at the 1?t t inute if it realizes that no 
I'ertilirer is purchased. 

Te mer-D'arts :like himses fA wil cErtaInl not. gae re. 
to farmers because credit is based on trust vis-a-vis one 
in 'vivial and ( 1)tihe rural popul atioi has for a long 
time be en a notoriously bad debt repayment population, 
encocuragd by the govervment itself which granted, for 
political reasons, too many moratoriums,and (2)there is 
no way the regional, or, even local, merchants can have 
access 'o the funds needed bct more importantly, set up
the crvs.lt ccllcotS cri organization and system required to 
serve a la2 ge dispersed populatiUn. 

The on1y system which would be acceptable to this 
merchant is the "cash or return" system. He would, under 
this arrangement, be prepared to store a lInited tonnage 

f SENCHIA'M fertilizer and try to push it through his 
network of distributors. iT iS likely that" they, ipl 
turn, wa31 demand the same condi tioi. TIf I lar'e 
riventory of unsold 4ert3 5zer remained at the end of thi

season, SENCHIM would take 17 back. The. qusitities suld 
would be aid to SENCHIM on a weenRy or Fortnightly 
basis, ar-d reorders passed -'or new and probably larger 
quantites 1 ill the enc: of the Season 0 f usage of the 
produa. 

This year's results would be cz'sidered as a ma: Ke t 
and deternwi ne the pri vate sector merchants 'ttiu I Ude 
towards fertilizer distribution for the future. El Hadj
A.L. 'son recognizes that the merchants are not taking any 
risk in this venture but remarks that the -new policy of 
input distribution was implemented without consultation 
with the most important perry i . e. the pri vate sector 
businessmen. 

As to seed multiplicati.. and distribution they have not 
yet been informed of the privatization scheme. Therme 
apparentely has been no change in the role of the 

-s----------------
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specialized government egencies, like ISRA, and the RDAs. 
Around Kaolack, the SDINACOS, se21s the seeds in the 
seccos (village warehouses) and to their knowledge no 
businesrman has been crjnt acrt ed Uo be offered a r0)e 
either in seed multip) iratirlr or distriL uo". 

Howev'er, the market for seeds 2Cvoks more prcon'isi ng to the 
company's managers, Since Seeds are a higher prir ity 
then fertiIizer to 4 &rIners. This is because first, The 
f rmers ust- have seeds pIant, and Second, Seeds 
requi'rt a Er Ca out ayR) Zh 

S. ConIclusion1: 

This case illustrates the stren4rE and weaknesses of- a 
very iswportant category of commercia] businessmen in 
Senegal: the large regional who] esaler. 
The salc's and profits are very important, truly enormusus 
by Senegalese standards, and st 32 the business is 
operated on a cash basis, with very little formal 
organization and aJ moEt no management systems by the 
owner and close members of his family. 
1hese merchants are supplying- the essential link between 
the nat ional producers and importers, nostly based ain 
Dakar and with generally no distribution organization In 
the rrgions, and the hundreds of local traders wh1ch 
allow the goods to penetrate towards a widely dispersed 
aid relIative]ly unmovinig rural population. 
They are shrewd and dynamic entrepreneurs, to a point. 
It is striking to realze, for insiarce, how litt> 
vertica integrPtinr there is in the Senegaiese 
commerri el ,ectnr. These r egional Ierchants, tvEnu 
without the banks wCu di prob['ably have the finan::ttie 
resources and busS ness know] edge to creete d chaln of 
stores, for instance, or organize the sale of the-ar 
products to the weekly markets but they seem to wan toi 
stay at their present level. 
Since no data is avalIable on the profits generated by 
these types of business, and since the commercial books 
as we]] as the real assets of the business owners are a 
very closely guarded secret, it is impossible to Know 
conspicuous consumption, charities, real - estate, shares 
in other business, investment abroad,' or any other 
channels are used to spend the income generated by the 
wholesale business. 

.2;. 
- - p 
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In any case the category of e'evchants i 32 El ate' in this 
case hs the financial resourneis, NO ! he power and' 
influenre, to play, it it is Willing, a crucial rule in 
Pgricuitural input distribution. Since their numbr..Is 
limited and they operate over large regions, tney shold 
probably br chosen as the key targat for the w^arKeting 
and ortnizatirn of the privatiration drive. 

a4 
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CAVE STUD"' 

A REGIONAL WHOLESAL FR
 

TPMBAON DA
" 

. Genera 22eentatan 

Mr-N is one of the two Tenbecounace-bas;ed /Ihtesale:s 
reteii3S.
 

A {orm.r employee, on his own Since 4 ive years, thiS 
buE P e rfn, about ti y years old , s EpecDalizcd 1 
fonod proJuci (rLue, C.1, sugar, ni)int, flay:, Itc 
constrou.ian material c(riugaisd iron, caent) and 
misce1llnEous products trading. 

The wholesale trade represents 70 %, while the retI.. 
tradej'O % of his business. 

The business is-run Sn a warehouse opposite to the 
market, on iambacounda main trading Etreet but Mr. N. 
has other warehouses on various plices in the city. 

The business is of a family typc, headed by Mr. N., wiU' 
the help of his two shi1dren and a cusin ; i 
pernranent ly employs four I abourers 

The supply s done frma local aidusrries and importe 
Although Mrt N. pos~sss'E on impt-export icense, he 

'oicr dcinrg this ki nd of hutinels , and t ansportat io1 t 
Tvambacournda is seoureJ by private carriers. 

3. Finanse:
 

The puchse from loca2 suppliers is done with a Jcwn 
paymert of 60 to 90% of -toe total amount ; the remakinr g 
is due n:i 3ter than 30 day;. 

The' company has a banK account at USS, which can give it 
credit when purchasing merchandise. 

Given the size of.his company, Mr. N. does not hav' 
difficultieS accessing credit ; the announced turnover 
varies according to periods, from 12 Lo 20 million per' 
month, with an averagp of 15 million. Mr. N. who got a 
bAnkloan to open his hu&eSrvss, did n ot want to indicate 
the amount of that loan. (the monthly turrover indicated 
is probably underestimated, given a rice quota of 450 
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metric tons). 

The clients of thi E Comnpany are retai Iers based in 
Tarubaru wd& and thP e..->godng a1e1s ; this n-twork: o 
retailert vjjn reac hplaiet e-5 -ar e.. *.Sdirtt and

E. rd L11-ir',i j1r I-t,Fongol imwi, at the 'orcder s - of.-, PMeli and -- Guiiee±~~~t.- P--ori C: f- a buy pIid c J~ t e
ISep-tivEIy. ThVese 
Corne or the averag- j l.. estery Twr we-kb to one mrr.th) 
cEeally pay cash ; bu: mtnsE-n;'4Ihey do h ave - .. r- - to 
i npfors.) lifiqdit from Mr. N. In Ihe for of I cra;die E 

4. Tr,' rest in the distri b'ut± on o agriculturo inputl: 

Ash ed about the Poli tS qL.e Ag r cole, Mr. N. s?- d 
he was aware of new measures, and thinks, as a 
businessman, he will be interested In anything that will 
let hin1 ma.e money but he Delieves that, for the 
specific £ase of 'PertiLizers, a 7 000 F.CFA margin 
representing about 15 % of the Eale price to farmers. is 
very trFr. ; in his op inion, this margin should be 2S% to 
30 % cf the sale pri ce, so as to createan incentive to 
businiesr11 en that woul d go inio this kind of trade whi ch 

i not without risk 5, giver that all the sTrate-owr'ed 
compatiec's previ ously in thivs ield went bankrupt. 

Speak i rig about t V armers' rputaiinI; as hd d 'b 
payers, Mr. N. ad ifT he were to be i nvf1l "ed J 
fertilize P tradinh * he would adopt the same syster -

now, i.e. he woul d Ia e tiet paayes racash si r 
the majc rily are ocate owr'rs, and trefore -2 2-1 b
able to sell some animals n order in Ce t fertilizrs 
e>.penses . 

S. Conclusirn-

This case study 2u1.vsirates the position of an 
successfulI wholesaler ir, a r'gi on were fertilizer i-; 
probably easier to sell to farmers/herdsaner than in cdryer 
areas. Always looking for new business opportunities, 
this merchant is potentially interested in the profits 
offered hy the sale of this new product but is somewhat. 
reluctant to make a move until the demand is clear. 
Although he would probably have the financial resources 
to purchase and store fertilizer, and try to push it to 
customers, he prefers to wait for them to come&to him and 
then, he will provide the required service or product. 
In thez meantime, he will ube his financial resources and 
his efforts to market proven goods. 
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He thinks that it is better to make a small but sure 
profit thn to try to make a big one if the essociated 
risks are also very hi gh. Apparently, this reacnning has 
brought !-m good resul ,s so far. -
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AFE STUDY : 

A tDDAL MERgHAN1-

N 'DOFANE A 

1. General presentatioi: 

Mr.Anaeou S.Dv: is a uercha; in N'ODFANE, a oeniut .
 
vi310ge Ecime twenty C BIilone--ISouIi of KAOLACK, near ti-

Gambian horder.
 
This agricultural region which supports a -ather ]erge
 
popul ation has been severely effected by the drough4 a
 
the last years and, ever. if lest year's crops were gosd,
 
the fernic rs ' revenue i5 3nw.
 
The regi or produces mainiy peanut and millet.
 

Mr. A:,rsse-u S.D. has been a vnerchart ir this l ozati on
 
si rice 19 9, He is ;ow ir his c'evnties but still
 
woirl: 1 rg. The busS ness rpr-serni s his mai n Source u"
 
:nrcom lt hough he, like evPry body E'se in the village,
 
farms a'pi ece of land.
 
He has not recri ved --ny school: rig and does not understand
 
FrnchP
 

His store -is located on the market place and he. lieF1 :
 
a rather large house nearby; both, as well as xawa:-ehr
 
are whoill2y-owned. He al so owns four trucks in "arim.
 
coiditionE, but a) are operating.
 

2. Activities: 

Mr. Amcadru S.D. operates a retail store :n the vi 3 age 
and he Supplier smaller retailers operating in the 
village rearby arid from mLrket to market. The vtts. 
sales are divided roughly 20% fur the retail business anc 
80% for the resaie. 
The products sold tire the tracitione. goods o$ the 
Senegalese commerce: mainly ?ood products in bulk, Be, 
milk, sugar, oI) ,zenent and sheet-met 1, fabric can 
clothing, soap arid m jiselineous general household 

merchandise. 

in addition to his distribution activity, Mr. Amadou S.D. 
buys and marKets some Iocal cereals. He does it on an 
opportunity basis when he, has a demand for it and usually 
he does not store very long, aweek or two is the usual 
period. This activity is marginal compared to the other. 

The business is individually owned and Mr. Aradou S.D. 
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operates with two of his ch ildren on a rEwgular basi.s 
plus, if needed, some additioncfl family help. He does 
riot habv en-y outside -.- pryee. 

He sup.f p4NfO'hi msel f' diret: I y from the producer for oil, 
C.em4frrt e-rc' soap and 4'ro regional wholetolers for the 
rest of his merchandiEs. He Lrgar.i; es tIhe t1 anspurt of 
his grCd=- Either th-ougv -rnsport compalni es, or mith bi-, 
own - 5ir 

Mr. Atedju corimplains T tli e imt*2t *'f' '1he hcc'
 
ituotion has been :u-etse 6, ;,by
 

2mugg. I r-g of goods Xrom Gembi a whi ch are .s d 8: pi.el 
so 'nw they are iinpossible to LatCh by the aice ncc' 
Eusinessmen. 

3. Finance: 

'he in-f crmati on provi ded - or the gros S sales is of three 
to eight millins CFA a month. -it fI uct uat es dturing LIe 

Y=ar sI rice the rural popul ati on wh aich represents his 
markrt e ar'nI it . a ual i nc.crs'e at harvest time. The 
sooh C+ Decf-mber to Feruary ar us uall y goco Dres - or 
mer hr. Ir, whl e t.he 2 oweEtt -a'es Cre just before the 
milI et ha rvst ir. Septemnbe a . 
I-F we ive-rage the morntl-iy sale i S millions FCFA a 
month, the total crinual grss SJ El- t I oll. I 
merchai .iL in the order of 60 millions T CFA, UP 
approxi nCt ey $1S0,000. Assuming a ne-t profi margirn 
before ta.-s Of i7 to 10%, suCh I oc al 1 rdesta
pvnbably earns arouncG T9,000 to $16,G 00 a year runl his 
znmirci a'tc viy. An c> Iional i crosse v1 e3.,, ar d 
'-Ie feaprig of hts la&d. 
T s E ', j c l C- eltitvely wel Jt- "TIE hI& merhant 

I ndI vi du- by Senegni ehe i5tirniards. 

Mr.Amadou R.D worKs with a bank, IAO, in' Kaolac .He 
operied ar a u to gc,-- i r'S licence and '7& 
an overr aft- n m) c.uns nr whi-h he pays 1?% inter-E t 
a year. The reresEt at c' appears reasonable to Vr. 
Airado S-P whc knows about 'the :nter ets charged thro.IghI 
the in-foT.Ce2 credit necha nin: ut he thinohs tht h 
guerantees required by the banR arc too high for a well 
established me ronant lie h im. The bank asked him for- a 
mortgage on his personal properties and that makes him 
afraid to lose a number -f vears'worth of effort if 
something happens to him Di his business. He cannot but 
default once. 

Mr.Am-dou 6.0. usua)ly buys his products on credit, t 
least 'o- a percentage of his order. The credit with t he 
manufacturers and producers is higher than W i th 
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wholesecrs in Dakar or Karlac.K He also gets a better 
discouril from them. The normal terms are.- 30 days ;5.ygaent 
with a percentage of the orde-r pa dn i bs-h. The 
percentage varies according to wether The credit is free 
of interest or not. 

He, in turn grants ubt.E I y 30 days termt of psmytet to 
the res-a ers he has been work ig with 4 Ior a w Febut 

isists tht, in Ievery case, some c-f the c2 der 'r. d in 
cash. A.lso, when the' client recorders, he nos I 1; in 
full the previous ordexr to get another r edit. We ave 
not been' able to know if interest is c-hatge-c-. 
Accoruing to him, he does - not give any c:edd -to 
individual clients at the re-tail store except to C:n/ 
S ervar+ who have a ixed and regul r in c;ome, tr who 
proxhxe r services.arious 

4. Interest in the distri bution o-f agricultural ui npu 

Prior to our interview, Mr. Aradou S.D. received -.he 
visit cf-- one r0- SEFN"HTM 's sae)csmein. Seichi1 n is. t i 
year's importer and manufacturer of subsi dizr 
fertilize-. During this visit, he verbally agreed to buy 
10 tons Cf fe3 t ii'er to try 'to se]3 it around N'Do n'e.

:ssnL rttmnt had nr-L yet been transformed into a 
torder, e]though the seasnir - or fertilizpr use was aoF, 

at ha: -.Futh iore, Mr. Amadou S.D. recognized that tie 
hfd no idea o-F the cost hiaF order would represent, a 
the profit i cold bring, o-f the pur-chasing terit 
condifinns or in whon. -h would sel1 it However, 
tons d"c not sreem to rpre-e-t loo big a nancial Vi-5 
e.nd he was prepared tuo esIe it and see- what wu i . 
happesn-. In the worst of' cases, he woulc uSe: between O"V 
and wo tos for the fields o' his own fami1y, en U 
probably find ter other owners with the cash to buy b25 
stoc! If the resalers, and the farmerE around N 'D& ane 
did buy, he would then order r'ore from Seitchim. 

He is somewhat doubtful thoui- of th'- pssibilities to 
sell festilizer in large quantities in I he legion yhr:
he operales for the following reasons:(Y most ofC the
farmers he knows, i]ncluding himself, are not convi-lc ed 
that the purchase coEst vf chemical fertili--; -5 
automatically recovered through increase ii prodrctin 
because there' has been ' too many years with not enewgh' 
rain and, ('2) they are not ready to spend what lit t 
cash they have left in July or August to hbsy a product 
the- don't really believe in. They would rather buy 
domestir. aimals which constitutes agood investment and 
can also produce fertilizer i. The form o-f manure. 
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He thus firesees that, this year, very little chemical 
fertl.nIze-r wI I be used i: his regi on, or that the 

gover rF nt t brough the ACOS. wI1I distribute 2t Lo 

farmers when it realizes that no sales are made. 

He will definitely wait to see i he dds feztilier to 
his line of products. 

t uU. 'C . n 

Mr.Amadc.u S.D. is an old and relatively 
merchant i n a rur al are a who has slowly built, over a 
number rf years, a gooa i little business. He is very 
Dare{uj not to risk hi B own funds, or his properTies 
through the guaranes he Yout-ld have tc give to gET b 

bank 72'f0 , in E Pew ve-t J e=. He seemed happy enough with 
his present activity a d income ir c, and with the 
pOs iL.i he made , aisel his inor and family the 
vill4ar'jgc and Thai, in addition to his age, 
probably expl ains why h e has no pan to expand thrcogh 
what he thin: s is, at bje 5t, a risky proposition. e 12 
probably weit to see It thrs mae E p3 ofit jn the new 
opportunity, and if thi F opportunity still exists not 
yer, be-fore be commits more thn a very limited 5mou,T 

o cash (10 tons Y-il cost him t a .ayswor, . 

sales) 
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86srAVAIM-BL CASE STUDY 

A LOCAL 'ERCIANT 

KOUSSANAR 

1. General present.ati or-: 

Me N.Sesa one of' three Iocal stecvheepers of the 
nit di tl Ei- d -vi i) age 2-" Iu:-sinar, abot t Zh 
elst of' the Chie ' Tambacourde , taptc of Ke regio.n 

- " n g 1 Oriental" 3(EasteiSenegal. 

The vil> e counts PI rc.- ituateIy 5000 inhabit ants and i s 
Iocated in a rather hr viy Iores.ted reg rin by Reoega3 e-e 
standards". The n are and faraverage ainE- good, both mor
regular and important then further west around Kaolsr:I,. 
This wllows for good-crops of peanuts, iillet.and corn, 
and co!ton and for the raising of large herds Of cattle', 
cows, sheep and goats. The Everage productiv3 ty .r. 
hectare is also hi gher- than in Ithe provinCe of 
Si ne-) oum" and the Louft2y less heavily populerted. 

lst farmers are a] so herdsmen and catt] e supplelnb' 
their yearly crop income. 

Mr.N.., whose age is -in the fifties, has hen'at 
Echool ard does not underst and French. He had been r 

farmer and herdsman for Li xteen years be-fore the cap Ll 

of hiS farm allowed rim to cpen a generaZ merchandise 
store in Koussanar, not far from his land. He is the 
sole, owner of the incU vI Cusl1 business re h8s beer 
operating now for pat ft Pel Thethe E; years. firn 
years, ill 1981, were giod yea-si and nis business 
cxpid ed, allowing him tr purchase the building housing 
h=. -rami2y, store- and inventory as well as a second onle 
where he intended to open droher shop. However, lately, 
busi nesr- nas rnot been v'ery gcooc and thte second store had 
to L r I used. The first 1-ne is operated by the owner r±;e 
two sEmemrof his 4ai There is no er'ployee. 

2. Activ4 i es: 

Mr.N.D.'s business is typical o-f the type of commercial 
activity existing in the small cities and large villages 
of Senegal. The store is family-operated end .locatc' in 
the same building as the family house and offers a 
variety of goods from food products to hardware, textile 
end toiletries. The food products in bulk, mainly 2.iut, 
oil, sugar and tea, and the soap, represent seventy 
percent of the total sales, followed by the fabrics, 
which account for twenty percent and the- rest, -cannec 
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tgoods, po .s and pans, t Etatr.nery, etc.I..a iting 
for remaining sales. How ever .the first c ateg..ry of 
products have a very smal I prCf;t margi n at the 3oa 
storekeeper's level an d the manufactured goods -account, 
acc.ordirg to Mr. N.B. who does not keep records by 
cetegory of products, for Ti4ty to sixty percent o the 
to4al profit. 

Mr:N.Bhas a F.iora ge -pacity of a:priJ i ai - nE :.IS 
of me-rchandise, in addi ton of the goo ple up;r-, is 
store which looked pretty rowd Ec. The Te surftC4v. 
the store is estimated at 10 Equare mEters. 

He supplies himself from regiui'al wholesalers in Kao)ack. 
HIAs mHn suppliers are . Semvgalese merchant who iS a 
personal friend and helped him start his business for the 
food products and the soap, and a Lebanese merchant -for 
-the textiles. 
He dos: nt have a pink-up ror a trucV and Cntracts The 
tranp rt o f the purchased gords, gerera)3 y once 

o rtnightly, to a transporter. 

His clients are the loual popul atior around. Kousselnar rnd 
Some snaller vill age storege 1.ers nearby and itinerc..at 
mer : goi ng from to H:we ver srha.ts market market. M't 
Jest tic sources of se) e, which at one Time accounted for 
ore tLan. f-5 4 ty percent of his business, ttnd to 

disappear either because the rural population has 'Ess 
and l ess money or because these retae I ers supply' 
themselves elsewhere, Mr. N.B. does not krrnw. 

A very iportarnt factor Ty e pL i the drop in :--a, 
acrordi ig to Mr. N.. is tre huge oiiur't of smUgg 
which is 
contraband 

done from 
goods, even 

.b 
afte:- the 

TarbiTh 
transp

price 
ort and 

of t'e 
ithe: 

costs, is. often half of- the pric the Ioca) legeS 
merchants can offer. 

3. Financial organizatIon: 

The average sales were given P: 30,000 FCFA per- day, diw', 
from 150,000 FDFA in 1980-1981. This amounts, for this 
type of business which is operated all year round, to 
approximately 11 millions FCFA a'year, or $N32,000. 
Assuming an average profit margin of between S and 10 
percent, the revenue generated is obviously very low, in 
the range of 550,000 FCFA TO 1,100,000 FCFA, or $1500 to 
$3000 a year. This - compare with the average yearly 
revenue o4 a Senegalese farmer of approxImately 200,000 
FCFA, or $ 600 a year. 
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However, 4n the case of Wr. N. B., as with probably roost 
of' these local village traders', .coit.erce is not :the -only 
SDUoce cf income. He has his filds and herd to0 
stupp} erent the fami y revenue. The addi t 6nel commcrci a 
income es Mr. N.SB. , in his vil lage of Kousanar, a 
relatively wealthy indi\idual , though nnthi ng cLorpertd to 
the merchants at the regional level 

Wr.NB. supp).ers uvely c.Ek 4or 5% of the valuef his 
ow der in cash, the reriai ni rig bei ng pai d at the eI 
reorder, generally wihin ffer1 days. When he dOes iot 
have the necessary Lash, he- Utua1Jy edores veaue ofI the 
his order rather than bcirrow. T[e bant wiI3 not lend him 
s.ince he cannot cz-FfPr much ir. terms of gual entees arid iES 
tno previous re-cr cr - deposits w- I them a r- p 
4n ormial credit supplie-s 'rates will eat all his pr-l St. 
Reducing the amount -of the order is not very important 
anyway since the customers, if they cannot be satisfied, 
w111 probably wait a while and have little opportunity to 
get the goods elsewhere. He just makes sure he aliwayls 
have enough o4' the most essential food products. 

Mr.N.B.gives terms oF payments to his regularindividve 
customers in the village if they need it but is usually 

in casi.-i He does no' give oredit,'or terms, to tie 
maler 3 reselers anymore snce lie he gt nL se er ou 

di-ffictJ ti es in the pa!t with nuge amounts of bad dEbts 
which were nevSr re-paid. The borr-owers, min ly9- '4a iiarII- I1 _Waur, anian; which traditionaliy trade at the villatE
l evel in Sernege ) , having, accord ig to Mr. N. B.', - he 
hab i of gettir.g in debt just Defore 31eavinlg tof'go barI
to their own country. 

Mr. N. D.thint F that to rE coves the lost sal es, andincreeIe 
hii profit, he s-hould corpete with the smallIer resaeir% 
in The- country. He, thought of- purchasJ ng a. ' srall 
second-hand pick-up truck to sell goods from market fly 
marf.et, but he finally renounced toe idea because he dcE
not have the rash to d.0 it on his own funds and doesE noI 
want tC horrow for a risky venture. If trat -ais3 -he 
might lose 10 years worth of effort. 

4. Interest in thedistribution of agricultural inputs: 

Mr.N.B.has heard o-f the "New Agricltural Policy" but-
does not real ize very well what it means for him. The 
imp) cations for his business are riot cl ear. As a long 
time succenssfull farmer, he knows oxf the economic vb'iue 
of the fertilizers and is convic-ed that, in the Koussenar 
region, most farmers are also aware of it. They are 
likely to be willing to buy it -or cash, if they have no 

- . -- - - .-. .
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otrer c-u:ee and have par.bably the savings, in the "crr. 
O- catil-, in do it. t.t he hinE.-elf will not t y it. :-- 2 

{ertili7ers this year Sac nobody else is doing it 0"-Ct 
th- gn'rnum; it:s li003y, in his opinion, to Provic' .A 

L-.uce aMr' thrnugh the RDAs. 

1 ie -mm.m, rd cfs he wou ld have io direc tnwords 
*'- i - PuFfhasp "Pa'd nut allow him in conduct he 

T -oo' - 1 . F i tu=2nrEs,' h.:ch in not much, but b! le-': 
I. 	 a . 3T the cJ = Dare good the ' next two or th-- c 

y1a-F AP enticpe~el. tval h~is business .is M AkeY T, 
".D--up by itself. he uven noT want to borrow tu.huM 
u; -n invcntory of fertilizer which might not sel] if big 

+crtilitpr 	 importers, the RPAs, or Cooperatives get iE.
 
1h dirtrinution.
 

n. 	 Conclusion; 

'-SE Aea N0 2200; lt:- tC 1<P oflilq r and. rion-=, rcbA,:E 

- :- , 1 :ud, - a i:h1 ALp -ee 3 roer 61 the -. ll g levE!. 
Tr-t3y Prepar< 1D tes itnr ilK Dr Con E rAh.n-n: Vt'.. 

:1W.1 , AP St.' l pochebl 3Wlie Ma s. r on I It. : -c le' 
'ermpr and owner Of cattle iS LC.mPrjE 

Tne products sold, aad' he op erating coandit;ow, rve 
Traditinal: essenti35s for . ash 

P:-.a l .y E33 A-( the M ;al profits gene'ated are used W 
"W'-r-r-n=U5-vi-f on 6W5 very 3 MIN2, if any, is rernvE2te-C 

:tP e business. 
T:.-ir acanoic rulp as the 1 ll link before the fir t.. 

[on:.uMer in the distr-bull cn chair M, Mt preaV... 

e-Fe Ui but indiv:du lly they are too smal C-r 

'Waht-.312MY w:ek t W ary' kind 01' leadersh; p in t i-.
- .t,.a2 mjUm venture: product: or s-ysten. 



1 PPJEN 

29 
1APPUNDT X 

CARE STUDY 
BESr 

AVAI B A LDCAL WOLESALER/RETAILER.'
 

K<H OUN GEU!L.. 

1. Generc& presentaTl On and activ i ties: 

Establishrd in Kounghf,] TEr the past 23 years, M3 . UKb
 
L; is invclved in the wholesale and -ret.il trade of a
 
variety of products : icy: products 'rlue, mfliet, sul'ir,
 

-oil, bi tults , filoul , tomatupaste, etc.. . .), CIsonsu r 
goods, hardware productl-, -abric and clothing. -

His ban;ress, of respectnle size, in run by himsei$,
 
along "t. his three brothers and four wifes, each of
 
whom, as Mr. D. puts At, in capable of running a Separ& e
 
business This personne) is completed by a driver, a
 
watchman and a labourer.
 

The company's fleet comprises a tilted pick-up truck tr'd
 
a service car.
 

!he company also sells two types of cereals : rice (with
 
a ED tons quote each monfh) and millet bought +now
 
producers through i66lemn, arid E]od as Soon as a of', irt
 
shows up. With the cared! shortages. of- two years An,
 
the company was able to commeria3i2e as much as -3O
 
metric tons o- m tlet. evtry month ; but given this year 's
 
good ha vest, mi3let trading has lost much of O1s
 
interest, according to Mr. D. 

Mr.D.buys at I :.,.ca. industritE, and at some Kao ack b6sec'
 
mholesej'rL. He generally pays cash and -hae his producIs
 
sent to Kourgheul by private carriers.
 

The main clients of the company are reTailers established 
I . -.

in rural areas Th ey number about ten and each buys on the 
everage up to 300 000 FCFA worth of goods every two weeks 
They can have cr edit for 25 % of the purchased amount, 
reimbursab2e the next time they come for supplies. 

3. Finance: 

The max! mum turnover is around 2 - 2.5 nill inI FCFA per 
day in "peak periods" (corresponding to after harvest 
period) ; in "low periods", it is about 'i million 

Mr.Djibi D's company has always been run on his own
 
funds, because Mr. D. thinks working with banks has
 

* . 
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ri ks. He has a benk account just because his pp 
arid the 2aw require to have one, arid he thirK.K tlelb'ank 

iharges at - too high. Act ordin 1r 1tW, he gLtf a Lan 

proposal -rom the bok, but the condi tiors were very 
severe, p3 us the b nk admi rst rat (ios are C-ttEn, 
according to his ow , expeIence, very corrupt. hey 
wou2d csk for money to process the loan applicatve aond 
Ti i n c aE e _The reni i nte3 est rate charged Cr Ihe r.-, ey 

The -'? y tbusi ness ein jr'yed a s-t eady grwtI t. ti.3 
,-m1e1then sE."nai-o t: rir f the re-brns for his

ag natin is the Stungg2ing ni products rI"' as sugar, 
C;r, T pt- ad" e tI a fr-oI the Len'bi a For1- example 

sugar ias g-nera) Jy 2 5 FCP,'/'g tin the bllaLk P.arket,
 
t,;, t I ratt cn g:. AL. 3ow as "?S FFA/Ng, comperec to
 
the of-Ficial price o 395 FCFA per kil .
 

&Intersst in the agricfllura] input distribtior: 

pK1ea ing abo-Vut NPA, Mr Pjbi D. -irsl regr-ts the y 

the--Tests a o tehtcmeca~vto toe Accrdings
II unskil ed outsiders ired toL sei thE occso to 


make money ; they got bank loans after havng dis ri b t ed
 
besIri a] ) o'ver, arIf InaI)ly went b upt . H-kfhas
hank br-ern 

told that only one bL essma. mad- rooicy during the last 
campaign 6F pea nut cLi.-n ere'cvlizati on. That !S why Mr. D. 
pI ches caution ad ptt en: fr. jibe prefers tc sett 
0 t- ar si tuat ion befor' Pourig hi1 ino f4i-ney r1d that 
n- business 

'rtlizerE - 1: 
and his bIother) be] t ve:d it can be a prof'; tt r 
busi ness, and sai d they will be f! in eatin 

At-out fe 11n seeds, TLhp'.ntervi-'JeweS (Mr. 

interested a 
ertiliier section w3th their existing personnel, but 

there is one condition: they want tine monopoly Cf 
ortil irer trading i, ;oungheul and the sui'ro-undnL g 

areas . Ancording to zhe, they would invo--t thei:- nw: 
funds, therefore will not a llow, once their busSinres-r- 12 J 
be boomng, to be uin-C2ir-y challenged by other tro*iev1 
who. at the begS rin i -tWf to anyning d want take ri, 
kept a "wait and see" attitude. 

Mr.D thinKS dealing wit! fertilizer can be proi toole 
once the farmers are used to save for S ts purchase fro 
last year's income since most of them Know cn its viv 
to increase their crops and thus their revenue. Howeier, 
-'or the time being, tmsy are too usecd to get St Zree,., 
at credit they never rrimhurse, to purchase it : 
themselves. Also they think that the GovErnn-ent wi) 
once more, provide it to them so they do not intend to 
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spend what little cash they have on fertilizers and, 
consequenty:iy, Mr. D will not offer it for sale. 

5. Cor'clu=,aun 

!his Owee prEsents 0 Mertchant whose business is probrbly 
6Jready good -and prt"itbl e Enough ?or him and is not 
drive; by aldition1 Lrowth i . i mens ris.,-ing or 

4Purttirg a 3Q of 'Wrke ng ea' rrtsto: aitv it. His 
positicn i s 10 rebp the bene t' Trom d new oppm tu". ty 
if ] chAelices are guaranteed. Having anhieved whe he 
consiaer to be a- good success and position in life, he 
does nct appear to be ready to push much further, and 
of!! probb3y Veep on managing a very well known busin- w 

in a Trnditional way which !eves 'ime Jot 0-^ ei sure 
time, On not attrart attention or envy in his communi'y, 
anc do pot endanger in the slightest the gains already ma:i 
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CASE STUDY 

A OEREAL S W'0 ESALEP 

KAOL-ACK 

Gc~s-rt prc~c"t ati 

rac'< -1. L'iy cJ Senegl , a' the 
nt-p. tt The1~~~~ ~ie -- 0. with :ghesl Ceren] - r2 =-5S,I ~ ret r..uISr 
(mil1"i e vchumn me.-E). 

Among the wholesaler=. estaolisihcd in ia ack (arour(d 20 
C3pt-a Ling or a regon l scale), Mr. X Is a ediuiwsized 
operai or established since 1939. 
He iS The Esce owner of his business, legally consIEred 
as n " r. diaviduai entrepriSe". 
HIe has, t tradi 't i orl EducatS oval background, and spe ekE 
onhy jnlIr: f, a] though apprently he can dlso read French. 

. t.'.ties and organi'Lti on: 

Mr.X is £pecialized in cereals marketing (rice, millet, 
sorghu1, maize arid doe5 not ceal with any otner product. 
His main act vi ty is rice, which hr buys in Kaoleck from 
the lcl'6. "0aisse de Perequation" branch (a state-owned 
corporation with moncpuly o, r- s mpots). His buyi'& 
quota s 90 tons per uonth. He a]50 deals with milet 
and some maize, with e.verr'ge purchasE(s 6round 20 tons per 
nonth j r, 198/196, and substantiul3y less in previouE' 
years, as IarKet aL I -u rp. u es in the region were 
I ow because oif the droghi -

Both activities, for imported rice cmd local cereals, 
seem to reanh a bClan(:e which depends rn rlinmatic 
conditiorns :when ceree l producti on is ,ow (ias n 19 3, 
he se 3 s, more race, especial ly i. rural ea-cas, and ha= 
then to buy rice .ron other wholese) ers who do not reach 
their quota. When cereal production is high, as :p 

19P5/ 966, he sells less imported rice, but is more 
active on millet. 

He seems to consider that rice marketi ng is easier and 
more profitable, as margins are fixed, and it requires 
less financing (he buys mo;nthly on a 30 days term). 

His annual turnover is in the range of 200 million, 8'% 
of which for rice and 20 % for local cereals. 

Mr.X has cd store located on the main con-ercial street of 

~V. -
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WKao2ack, near the market plaice- it consists of a bare 
room' us9e as storage rsom and 01fire. The storage 
capacity is 150 tons J- e-gs. .I.4e room is spar=.ely 
equipped "ith a scale, =- dEk and chairs- f;:.r vi itors. 
Mr. X has no truck a.d has to contracT I rra'Soort with 
truck owners. 

Mr. X wOWzt with his bzcP: hov Ed V ws H = no 
prmanEnt employees 0, hirr vi ly iam V- S 0or 

handling. 

gji Dupply nlEtWork for )ocaj cereals is made of iiinerant 
smal) traders who service tne Varlove weekly markets of 
the region, and Jora shopkeepers in villages. Permarwtn-. 

2n.Ks of mutual aonfidence, allowing.the use of credZL, 
havc been establiShted betwvpn Mr. X and hi s suppl ie -s, 
whom he calls "hommes de confiance". Most , of the time, 
his suppliers act as agents : they 'are paid -at 2eor:t 
partly- !n advance. They buy from fdrrrs at a price 
agreed Opon with the wholesa2 or, and are remunerated by a 
{ixYed cnmin.ssion. 

Local cLree] S purchase activities are more important 
after hervest when prices are I owest. They crnti nue,
however, till the "hunger Faop" if grain is still 
availab Ie. Mr. X prefers tc. $olLow tht demand xrthcr 
than to buy .larger quanar Ies Cfter harvest and store for 
a long period. 

Wry',7 sells 1his rice locaf331, to retailers establishd on 
Kao'lack market p)aces. or to snhpkeepers in smaller towns 
and viliageE no the rTgion. Millet is also sold through 
the same retailers network in '<aol ack, when prices are 
4tvourabt-e. The maJor part of it, however, is sold to 

whoesa ers in the grair d-fivit areas in the north -of 
the country, or to Daker, depending or where prices are 
higher. 

3.Finance: 

Mr, X a; a bank account and overdraft facilities, the 
ceiling of which does not seem to be determined and has 
to be negocieted periLdlu&ly. He bitterly complains 
that bank credit is arbitrary r'd depends on whether or
not you have "friends" with the bank. 

Mr.X identifies the shortage of cash as his ma'or 
constranttl which hampers merKeting of local cereals. 
Indeed, his credit requirements are much higher for local 
cereals, since he has to prefinance his supplies and his 
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distributions and the inventury turnover is much lower 
than or rice. If credit was more easily available, and 
at a 'ner cost, h V indicates that he would be able to 
purchase and market higher quantities. 

If Mr. X had lower flancr ial constrai nt s, he wnuld r so 
like ic got i'v9lved in c'E et and cola nuts market1ir;. 

The pro-^i g':iv-acd by Mr X's bVE~Siness Lon be es ie: cA 
aroun Vi. mill.Wn F''A E yebr, and is PrObAb nout 

to.3 ., in' ste 'E")uXf j- eCi Z as worRing capital. 

S. Conclusion 

This care study .illustrates the typical attitude Do a 
nedium-sized cereals wholesaler. Because of the ha gh 
opportunity ocat of- his oapital, Mr. X prefers to 2i it 
his dealings with local cereals and concentrate nn othe 
pa rduces which have a toster turnover. His borrowi=-g 
rapacily is IinTed hy hank requirements. If additirraL 
rrvdit -"aslities were dny available to him, he miQ 

went to uSe thei for deve3nping an activity W 
di stribut ion of imported food iher than cervDal. 
mail-tig, unless some merhai;i m l1nks the grantil cV 
this adritinal credit to his cereal antility. 
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BESr 
AVAILABLE CASE STUDY 

A CEREAL NATIONAL IMPORTER/WHOLESALER-

DAKAR 

1. General presentati on: 

Mr.'D is .mor;g the rc;t .important impurters awl 
distributos of food and utner onsunter gouds in Senerg . 
His office is dowrtown Dakar, an trea where wost of the 
import ind wholesale activity 5S (ioncentrat er 

He is the sole owner of his business (on "individus: 
enterprisc" which he sttrted twenty years ego. 

2. Activities and organization: 

r.D ho? two mdjor lines of activity 

-import o4 foodstuff and distrfbution of rice, 03il, 
Cugar, wheat, flour, npment, soar, nill Cakes, etc.. 

- transport, with a ileet of 20 trucks. 

Marketing of 3onal ag-inultura'l products (mostly millet] 
i5 0 subsidiary avtivity. 

His annual turnover iS announcec at 4 billion FEFA, emong 
which rile accounts for 25 %, with a buying quote of SOC 
tons per month.
 
In 1985/1986, Mr. D, handled 400 tons -6 willet (and somn
 
maiza], which he considers to be a smell quantity tha:
 
cculd be considerably increased if $inuil constraintO
 
were alleviated,
 

Mr.D has 30 empl3yees among which 20 are truck driverr,
 
and an adminiS tratioNr LOuning staf. He edso hir(.
daily workers for loading/un]oading work.
 

His head office in Daker includes a storage room and
 
administrative offices. He also owns two warehouses ii
 
the suburbs of Daker and two retail outlets in Daher
 
proper.
 

His distritution -network is* nationwide and consists of 
regional and local wholesaer a whose establishment, in a 
number of rases, he financed himself. 

~1~ 
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3. Finance: 

erein an rdividual e'terprise, Mr. D's does not pubL)isth 
-i inarnia. E. tte.Enrt s and no data are avail able on the 
profit gvrated by t.i E busi ness 

Mr.D has tc;ounts vilb The mor barks in 1,alher, and . an 
ge nverdlr~a-t -far itlif-s v-i1th th tvTers.e iI e 

UU) ly baccld by rm:ltglc-e o In reonaZ popE rtLs. E 
curs er:7 i." ob."litj e-s v t he-t -c's. Ie> c ed l03-r 

Sion. '~rA , howe'u £:. ta-t o-f is :tit i viv es -

Uianced on has. own funds ar,d by supp ers 'crrdit 
although he probably wo,.ld not have ton many Irob] e is in 
:nr-Eesing his overdraft c.i irg. he investment n 

trusrF is matly f j IaLd through the SeCeIEales laE snry 

4. Irvvlvement in cereec marketi rg and con rtr aints: 

CLr.P declares he is sati.a i ed with i -c o;I,7 'g
 
rrgul tion no locVl cereal marker:ts. This has a]ready
 

made his business easier. He considErs h-wever that thE
 
4a o4' an adequate -+inaicing System aE the -a.I
 
'uE taci tt whIch prevuni in to be as anti vre as he c
 

nr. cerna1 mreting. With the pre=ent interest chares
 
.. r overdrat (18 % a yea-), ne ha's to limit his purchase-s
 

tn- The 6.nt which can be sold immediitely and cannot
 
zrl e -uLI: p1riods exceeding one or two months.
 

He c4 i s tc. be solEs toL hand] e 2000 tons, and to Lt 
wi c-ln . o o it, ia acequatA. - finarn.ciI facilities Er1re -

eva'ilable. In order to Oc so, he wenUld sri up purchasir, 
pv-a nts in. production areas, .- r. addition to his networkI o' 
local/regional traders who could assemble for him. 

He apparently does not feel the. s-ane co-nstIaints on rit
marketing, however, and i s consi aeri ng direct import 0
race, as soon as the COPSP monopny is abolished.
 

He woul.I also be itte s& tt d in r .J ie. exptei , p-^ C..I
 
was permi tTed, and r 1aims to have potential outlets.
 

Mr. D was approached by USAID 4'or the distribution oF
 
fertili zer, but is not very keen in getting into this new
 

r'usiness. He does not "feel" the market and fears that 
his margin might be abl.soLrbpd by financiea costs re-la.ed 
to unsold stocKs. H- c- Laims that he would be more 
motivated by a "cash and return" system. 

http:re-la.ed
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5. Carcuusin 

Unlike smaller regional whtlEsle'rs, the development of 
Mr. D's activities are not really Aimiled by financial 
ronsiyai:ts. His inveZvermenr with losal ner-als is not 
thereform limited by a shortag? o? Cash, byl ratfer by 
his cor- reluctance to store grains ior Mort oan one 
mnnth at S time. HV would proubaby be iate*

4 
', to 

i nore-ase parubases an Si orage- of I rt ca cereal s if oSft 
uredit c:nd!tions were mde available to n'in. -rhat 
spreciz C prpose. Lieral izat ion Of E-xports would ClSo 
Constittes 6 stiong miotvation to him, as this would 
prov:de *lm with a more regular, and prbabhly oo're 
ppoftb]e, outlet than 3ocal seasonal demand. 
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THE CODPERATIVE MOVEMENT
 

SenegaL has a long history with the cooperative 
movement, essentially based on peanut marketing. The 
former cooperative structure, abolished in 1982, was 
based on multi-village cooperatives, too far from 
farmers' concerns and too big to be efficiently 
controlled by them end to include solidarity links 
between members. This cooperative structure ended in 
total Dankruptcy, together with the credit program 
("Programme Agricole") and the marketing board (ONCAD) to 
which it was closely related. 

In 1983/84, The Government of Senegal proceeded with 
the creation of village level cooperative sections 
("sections villageoises", or S.Vs.J, smallrr than the 
farmer cooperatives, granted by law with legal entity and 
borrowing capacity. Such S.Vs. are intended to be 
multi-functional, and to deal with produce marketing, 
credit and input distribution on various crops. Although 
granted wiht an extensive autonomy, S.V.'s are grouped, 
at the "Communaut Rurale" level (smallest administrative 
unit with an average population around 10 000), into 
newly created rural cooperatives. 

All cooperatives within an "errmndissement" Delong 
to the local union at the arrondissement level, while. 
larger unions exist at the aepartment and regional level. 
Finally c national union (UNCA) gathers all regional 
unions. Unions at all levels are assisted, advised and 
controlled by agents from the "Direction de l'Action 
Cooperative", a part of the Ministry of Rural 
Development. 4 500 S.Vs, 340 cooperatives, 90 local 
unions, 30 aepartemental unions and 10 regional unions 
have tnus been created. This pyramidal structure is 
however more theoretical than real and most of tne 
components exist only on paper. With the exception of a 
few pilot programs, cooperatives and S.Vs are usually 
active only in some areas as buying agents for peanuts on 
behalf of SONACOS, and have no more significant role in 
input and credit distribution, as previous programs, have 
been disrupted.
 

L
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Among the pilot programs under implemeritation, one 
may note: 

- A program financed in 1986 by ONCAS for peanut seeds 
credit to 5.Vs in the Thi s region. In order to 
participate in the program, S.Vs must fulfill a number 
of conditions. They must have paid back already all 
their outstanding debts. Their memoers must have paid 
their 1DOD FDFA share in ine capital of the &.V., and 
deposited, in a special account with CNCAS, 25% of the 
cost of the seeds. The program seems to be a success 
and 315 million-FCFA of credit could thus be used for 
seeds purchases from SONACOS. 

- UNCA also finances, on its own resources derived from 
peanut marketing, a credit program for the purchase by 
the S.Vs, from SONACOS, of 11 000 tons of peanut seeds. 
This program, initiated in 1984/1985, features a 80% 
repayment rate. 

- UNCA was also in charge, in 1985, of distributing 
fertilizer prepaid by the peanut producers with the 
"retenue a Ia source" system., This program is disrupted 
as the system was cancelled during the 1986 campaign. 

- UNCA has also participated in 1986 in the subsidized 
cash sale's of fertilizer program initiated by USAID. It 
has not been able, so far, to sell more than 
approximately 800 tons from the 5,000 tons of 
fertilizers it purchased from SENCHIM. 

- Local Unions and B.Vs in the Sine-Salloum region have
purchased 16,000 tons of millet on behalf, and with the 
financing, of C.S.A., as part of the price stabilization 
program for local cereals in 1986/1986. 

In addition to the official cooperative structure, 
regional developemnt corporations have created, in order 
to channel inputs to farmers,*their own farmers groups 
system, called "Groupements de productions" in the area 
serviced by SAED, and "Association de producteurs oe 
base" in areas serviced by SODEFITEX. A recent law has 
entitled such informal groups to legal entity with the 
conditions that they should be crop specific (in cotton; 
rice, livestock or vegetable gardening for instance) in 
order to avoid competition with the official 
cooperatives. When closely monitored by the RDAs,-these 
groups are able to manage input distribution, with credit 
programs financed through the P.DAs from the budget of
 
specific development projects.
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CASE STUDY 

A'VILLAGE COOPERATIVE GROUP 

CHERIF LO 

1. General presentation:
 

CHERIF LO Is' a large village including 103 chiefs of 
households, with a population estimated at 1000 
inhabitants. It is located 10 km from Thies, and has the 
average climatic conditions of the peanut basin. 

Agriculture is the mai-n activity. Peanuts account for 
40% of the cultivated area, and is the major cash 
generating activity. Millet accounts for 40 to 5O % of 
the area but its production, because of low yields, is 
barely sufficient for home consumption. Vegetable 
gardening and livestock are subsidiary activities for 
some farmers., who market a part of their production to 
Thies. 

The average holding is around 4 ha per farm,*for a family 
of 8 to 10 people, among which 4 are working won the farm. 
These -conditions-are typical of the central area of the 
Peanut Basin. 

.T 	 The most acute problem presently faced by CHERIF LO's 
formers -(.in June 1986) is the need for peanft -seed. 
These are not distributed any more by the government 
agencies. Because c lack of seeds, peanut growing areas. 
had to be substancially reduced in 1985. The same 
problem of seed ava-lability occurs once more this year, 
a month before sowing time. 

Lack of -fertilizer is consi-dered to be another problem, 
of lesser gravity, talinough farmers used limited amounts, 
mainly for millet, when it was available on a crecit 
basis. 

CHERIVLO is one of the villages to which an experimental
 
credit for peanut seeds purchases has been extended in
 
1966 by CNCAS.
 

TL
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2. Activity and organization:
 

The village of CHERIF LD is tne center of a "Communaut 
Rurale" (C.R.), the smallest administrative unit in rural 
Senegal, grouping 66 villages with a population of 11 
000.
 

Until 1982, five cooperatives were operating in the C.R., 
mainly for peanut marketing and distribuTion, on a credit 
basis, of agricultural inputs. As elsewhere, bad debts 
had accumulated and were finally cancelled by Government 
in 1981, whereas credit programs were interrupted. 
Peanut marketing was taken over in the village by a 
private trader, licenced by SONACOS, under the usual 
marketing arrangement. In 1963, following the reform of 
the cooperative system in Senegal, the existing 
cooperatives were officially dissolved, and merged into 
one rural cooperative for the whole C.R. At the same 
time, farmers were asked to build up, at a smaller level, 
village cooperative groups ("sections villageoises", 
S.V.), as subdivisions of the cooperative. CHERIF LO 
farmers decided then to have their own sV;, although tne 
benefit they could get from such a new institution was 
not clear at that time. -

The new cooperative structure remained dormant until
 
1985, when ZNCAS opened a branch in Thi s, and advertized 
the possibility to grant limited credit to formally 
organized S.Vs. With this new motivation, 127 farmers in 
CHERIF LD accepted to pay their shares of 1000 F.CFA in 
the capital of the S.V. which thus became officially 
registered and liable to credit. 

ORGANIZATIONAL STRUCTURE
 

The S.V. is managed by a board of five elected members,
 
among whion a secretary, a treasurer and a President, all 
relatively wealthy farmers and heads of households ("Chef 
de carr "). 

The S.V. has taken over the storage room, formaly 
belonging to DNCAD, and uses the village meeting room for 
meetings. 

The S.V. has no permanent employee, and accounting is 
considered as a potential problem for the future, once 
the S.V. increases its activities. None o members of 
the Board writes or speaks French. 
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The S.V. has two bank accounts with CNCAS, one for- the 
deposit of equity and one for credit operations. Only 
the President can sign checks. -

ACTIVITIES
 

The first activity of the S.V. was to participate in the 
credit program for peanut seeds in the 1985 campaign. 

For the first year, - only 450 giles of seecs were 
distributesd -in the villa.e by the Regional Union of 
Cooperatives, and the S.V. was responsi-ble for recovering 
the cost at the time of peanut marketing.
 
Members of the board were present at the village
 
marketing location and seed debts were immediately paid
 
upon the sale by each farmer. The system worked very
 
successfully and repayments reached 100 %.
 

For the 1986 campaign, in view of the success of the 

previous year, CNCAS made available a credit to the S.V.
 
for the purchase of seeds, under the condition that 25 %
 
of the cost of seeds must be brought by the S.V., on a
 
special account with ONCAS, prior to the granting of the
 
credit.
 

Members of CHERIF LO' S.V. were thus able to gather 666
 

L 	 000 F.CFA in April 1986 (often by selling a sheep), which 
entitles them to receive a credit for the purchase of 25 
tons of seeds from SONACOS. Repayment of the Credit will 
take place along the same system as the previous year. 

The S.V. memners seem to be satisfied with this first 
experience. They claim to be sufficiently well organized6 
to avoid bad debts in the future. They intend to 
continue with the seed credit program next year, if it is 
available, and would be interested in a similar system
 
for fertilizer. They do not have any more spare cash
 
this year to buy fertilizer, as they clearly consider
 
peanut seeds their first priority.
 

Cereal seeds are not considered as a proolem, since
quantities needed are smaller, and can be, either stored 
from tne previous harvest, or purchased on the market. 
Most farmers have however heard of, or experienced, 
improved seeds, and would be willing to buy some, if 

- available at a reasonable price. 
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S. Conclusion
 

The cooperative movement in Cherif Lo seems to be 
starting again on new foundations, more sound then the 
previously existing cooperative system. The ongoing
experience in credit 
 for seeds is indeed crucial, as it
 
should demonstrate the sense of responsibility of the new 
S.V. 
If it- is successful, the experience could be gradually
extended in the future to the distribution of other 
inputs, such as fertilizers or cereal seeds, end 
obviously to other S.Vs. 
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LIST OF ACRONYMS USED IN THE REPORT:
 

CNCAS: 
CPSP: 

CSA: 
6OS: 
10S:
 
ISRA: 
MDR:
 
ONCAD: 

NAP: 
RDA: 
SAED:
 

SENCHIM: 

SODEVA:
 

SOMIVAC:
 

SDNACOS:-


SONADIS:
 
SONAR:
 

SS:
 
SSEPC:
 

SV:
 
USAID:
 

Caisse Nationale de Credit Agricole du Senegal 
Caisse de Perequation et de Stabilisation des 
Prix 
Commissariat a la Securite Alimentaire 
Government of Senegal 
Industries Chimiques du Senegal 
Institut Senegalais de Recherches Agricoles 
Ministere du Developpement Rural 
Office National de Cooperation et d'Assistance 
au Developpement 
New Agricultural Policy 
Regional Development Agency 
Societe d'Amenagement et d'Exploitation des 
Terres du Delta et de la Vallee du Senegal et 
de 1 Faleme 
Distribution arm of Senegal fertilizer 
company, ICS 
Societe de Developpqment et de Vulgerisation 
Agricole 
Societe pour la Mise en Valeur de le 
Casamence 
Societe Nationale de Commercialisation des 
Oleagineux du Senegal 
Societe Nationale de Distribution 
Societe Nationale d'Approvisionnement du Monde 
Rural 
Service Semencier 
Societe Senegalaise des Engrais et des 
Produits Chimiques 
Section Villageoise 
United Statet Agency for International 
Development 


