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cI%wTm ONE 

m 8 D U c n O N  

banks (CBs) - viU;t&e caoperative o r ~ o n s  that buy, stare, and sdI basic foodgrabs 

- ~ e ~ m e  . * -  
in the Sahel, favored by Silhel'ian governments and donors alike. 

Ova 3 3 0  such mgankabns were imt-tid in 1!390, about hzlf ofthem in Burkina Faso, and 300 

to 600 in each ofthe other states in the region, Mawbnia, an exception, has only a handful of CBs. 

Pn,nmers of cereal banks list a wide variety of objectives for their interventions, At the round- 

table co- on caeal barb in Niey in 1986, fir example, at least eight different objectives were - 
I 

Assure food secaritJr at the village I=&; 

I 

* ~ t o a ~ m a r k e c i n g s ~ ~ b e n e f i t s p m d u c e m ;  , 
I 

Tain and prepare the peasam- and personnel of cereal b& for a system of self- 
-=w==G 

I 

+ I U r f b r e ~ e ~ e s p ~  ! 

* Earn p f i t s  ri, be zrsed to finance other collective development projects; 

+ Use fwd aid productively; and 

Slow popdatbn mimon towand regions of r&s SWpIus," 

Even mme &jec$ives are cited by other ~mmothg agencies. Achieving food securiry is probably b e  

A sysmmtk d d c m  of cereai banks based on mdx a d i m  variety of objectives is difficult 

a tfadaak. 'Ibis is partkddy tme in regard tu * f d  - a broad concept &at invoives not 

a FAO, Riqgm~ Fucai & lu Table Row stg EQ P t m a n  &s 13- Gfrdal&esv Niamey, 
N.ovemhr 1986. 



sia3ply the physical presence of food at a @a site, but also people's timely suss to h d  at reasonable 

@C@S t b ~ l g h  prod'(~Ction, pzpdmss, or lnmskrs, % kiliiate the task of analyzing the cereaI bank 

phewmm~n, we have grouped the objectives of CJ3s into three major a%egories. The broad objective 

promoters tad to stress - grain availability at *reaso&Ie prices" and emergency stocks - are covered 

in two of the Categcries of objectives presented below. The thee broad categories of objectives are: ' 

To provide btter, cheaper, more qdzb1e d & g  s+zwices to villagers - services on 
more favorable terms than those offered k p r i m  markets (wbich are considered "unfair"): 

To smqthen villagelevel oqpkttionaI capacity, build more active cooperatives, and 
thereby increase tkrmer bargain@ power and self-reliance; d 

To crate village-level emergency food stocks. 

goals are SO congenhi m SahdiPD policy makers a d  ro donor agencies, espsialty 
' 

I I 0 - m  ~ganhtion~ WGOs), that a s  have nnulti~1iecl and spread geognphi&ly in recent I 

years, Until the anid-1980s, tkw could be &und atltside of Burkina; since 1985, over 1,500 have been ' 

cseated in ttte &a Sahelian states. Expausion seem likely to comimte. And there am propods to 

expawl $he stop of CB activity - to have &em engage in interregional, inter43 trade, for example. 

Despite the enthusiasm with which they are being crated and the blossoming of proposals to 

@ their mie, analysis of the economic foundations of CBs is sparse. The burgeoning litemure on 

Be subjeff oontains fftkr inquiries into the economic rationale of CBs or their imitt~tional viabit'i. The , 

aMiIaMe M e s  and reports ssms &at CBs are good things, most then describe and analyze how many 

there are, bow they operate, how well they are managed (mainly in ihnciid term), and how they might 

be made to work baer? 

See* f@r example, the f;oWwing major reports on Sahelian (33s: Dennis Dolidon, EvaZucuion du . 
Rmgrmme & Bamps & C&Ws tie la FOVODES, Oxfan, Burkina Faso, 1980; Jan KBt, &real 
Bmb in Ujpw V '  - IWew bfcbncepis, Pe#mmnix, rurd Intprxcr, FAOIRorne, 1983; Guy Ledoux, 
Skxhge et M e  C&rM& Safreim - Le Cas du Bwkina F m ,  Dw&d Thesis, Unm'~ersky of 
Wiqdfier I, April 1989, Guy L ~ Z W X ,  f ~ r t i r c  et MWn des b-s & drerrles rtu Burkina 
F m ,  FAU, XW; F& C b e y ,  "]La Com&&n d e  Barques C&&al~&es B b S&urit6 Aliraentake et 
La Stat i l 'da  des Prix au Sewice d'Mp de Polidcp Agricoles, EvZ&&re de 1'Agridtute 
et & 1'- W i ,  M o v e  1987; Ton de Kferk, Doeurnem de Base: Pr@ers B q u e s  
ChWh?ms RWI23, The Hague, 1988; Co mnaisSari;rt 1 Ita Atimeotaire (CSA), Rapport sur le 
& r n ~  &aimif&s l3izmps CdttTaI2ries Vd&zgwiscs, Dakar, August 1990; and FAO, Evatuarion 



This neglect ofthe dedying ecammic issues surrounding CBs is surprising, since the questions I 
rBat Beed atwnhx1 are obvious. The firs and most basic qestion is: Why nut let private markets 

pdbm the fbchns tlm are delegated &I C%? There! are a rmmber of possible answers: 

@ Frhae markets may not be working wd. F i  "market faifues" may be present, The grain 
markets my n ~ t  be c o m e ;  cart& or Iodized mmpoIies might be exbxcting excess 
prof& fmm peasam gmw.ers mi wnsum~. Or S - o n  awes ansllor capital market 
'kqmktions m y  caplse sluggish and inef6ciea trader responses to profitable opprtmities- 

+ Semd, there may bc structural weaknesses in market pedbnmce. Smail, mspecialized, 
tdacapf&e  m n e m e g r ~  Mi sectors may pass on inefficiencies in &e fbrm 
&high tzadibg marghs. M in small, isolated villages, cereals markets may be sa thin that 
&ey am ggggI& by traders; 

(. Grab ;rara;PJzea; may be compdtive, but work to the did-e of poorer farmers who may 
need so q d y  that they sell at low paharvest prices only to buy later at s e a s n d  
s*; 

@ l'be CBs may provide channels mt o&erwise available fbr the funneiing of foreign aid 
i&sourcts to poor vilfqes aaaf p r  people. Given the absence of effective capital markets 
a& the sparsity of organized nvat hancial WWoas, such chameIs of small-scale credit 
c2an ' h e  high social retnnrs. These reso~lfces g r o ~ ~ y  have low opprmity costs because 
of limited zbmati* project pssibiEties and a q p k y  of aid money that is highly responsive 
rn pjea m G M S &  

ba&s may be a usefal element in the development of (coopemhe) oqmimiond 
cap&y a tbe - m e  level, stronger c~~paatives h e  potential sociopotitid benefk  
the buildhg uf m e ,  and the evening out of the playing field by increasing peasant 
w m g  pmer with respect to traders and gov-m affic*; and 

Privahezn&ms may not provide &qu& proteaion ~ ~ i t o r y  food hsemity arising 
f b m  crup sb-ls, arad the shrhkhg rote of public grain starage agencies may make a 
bigga role fbr ritlag&evd hsthtions in emmncy storage desirable, 

To the extact that th- answers are valid, they provide d y h c  justification fur the intmduction I 

of cxmd bmb. Bat even if any or all exist in any @yen place, a second question has to be addressed 

des &mrqtres de W e  tw &&I (brafit report), GLC. C.onsuim (Nicolas Gergely), Rome* April 
1990. Many analysts &a raise h s ~ e s  relevant ta the eoonomics of CBs - for exau~pIe, when they 
consider qaestbns ofd&abIe eB l d b n s .  But it ~ p e a a  that tbe most systematic discussion remaim 
a small section in J, Em- Cet& Policy Ri$onn in rhe SQheI - Bwkinu Faso, C U S  - Club de 
S&d mi), 1985, 



behe public policy encowagF?lment of CBs is justified: can cooperative institutions p h r m  the desired 

functions better than profit-sdhg hiividds under an open market amngement? This is a question 

that the experience of the iast 30 years has taught US to ask. It is not enough ai simply point out the 

flaws ofphmte mar*, we b e  to ask also whether proposed remedies are appropriate. For example, 

cooperaaive or eu iktbe-z lppd  arrangements should be encouraged only if there is empirical or 

analytic reason to Mieve that they would be superior to market-based arrangements. 

-ewe suggests a related lessox instiaaonal innovation that is not compatible with 

tiiddying fwces in private markets is likely to have poor prospects ibr survival. If, f'or example,~private 

opeatDlrs grain storage unpmW1e of high costs and risks, cooperative agencies are unlikely , 

to be able to carry out this function in a sustabbie fashion without ongoing subsidies. 

This leads to a final well-known poiat. If a particular program intewention is not Iikely to be 

a long-term m e d y  to the deficiencies of private markets, or if its unintended consequences are 

s i ~ ~  it is important to ask what policies and programs promise greater success. It may be that 

berter 'hdbmtion flows, removal of restrictive movement controfs, reduction of protective bqiers to , 

c m s s h x k  We, programs of rural mad constnrction aimed at &en-nt and similar pmgrams 

are b&ter ways improve marketing systears atrd reduce food insecurity than the introduction of CBs. . 

Xn rhh report we concentrate on this set of issues in addressing the question of what economic 

analysis mailable evidence ell us about the validity or invalidity of the rationales fbr cereal banIrs, 

Chapter Two sets the stage by hying out the numbers d describing the basic f t e s  of cerd banks. 

'Fhe mmabbg dxiprs are organiwd muad CBs' tfitee major objectives: 

Ta provide improved marketing h a s -  Chapter Three analyzes the most common rationales 
lFor CB i n v o t v ~  in the cereais marketing business. Chapter Four then asks, "Can CBs oRer 
&eqa m better services than privatetrades?" a d  presents analysis anrd empirical evidence that 
is relevant to answering this question. 

To shwgtlm dliage oipmbdon. fn Chapter Five we assess, in wnsiderably less detail, the 
oqphtional raaiode aad the mle of (33s in building cooperative village institutions. 

'ft, seno as emqgmcy f d  stodrs. Ckpter Srjr addresses, in sumrmtry fashion, the grain 
storage am3 fiml security aspea of CBs, iar &e context of national grain storage policies. 



Our main madmion b that cereal banks are being ov&fs01d. The assumption of widesp& grain 

matka Mures, which is a central tationale fktr the creation of CBs, is ~ o t  corned in most of the 

litera$nre, a d  and theabifiry of CSlBs to mtpd~orm the privase trading sector on a sustainable basis is 

extrendy unlike4 yJ There are sonre market failures and saucarral weaknesses that C8s might address, 

notably in credit markets and in isolated areas where traders Ebil. to serve thin markets. But irr both cases 

M e s  are requited to snstain CB aahity. These subsidies involve opportunity we, and 'they 

potemiaily can hinder lhe growth of the private, pmfit-seekhg commercial sector, although pmbably not : 

signiiidy in most d e i s .  The subsidis also promise little in the way of building viable institutions, 

became the c u d  bank imxdve structure is flawed, and the Mure  rate is high. For these rasons, h e  

prmotbn of CBs by donor agencies should be reconsidetad. 



Ceseal kda are village oqpnkatious &at buy, store, and sell basic fbod grains. They usuaIly 

are managed by a I d  village commiFtee with the assistance-of an intmwional, gov-t, or private I 
I 

voiuntq agency. Some cereal Mais maintain rnanbedii of as few as 20 people, while other (23s 

serve groaps crfvilIages widt a total of 4,000 inhabitants. 

The basic cereal b a d  mdd is as foltows. A spollsoring agency - u d y  a nongovernmental I 

organhalion (NGO) - helps fhmce construction of a small warehouse (15- to 50-ton capacity) to be ased 

fez grain storage. Typicall J, the outside sponsor provides comct ion matdah (at an average cost af , 

about !$6,000'] whge villagers provide d f e d  labor, The sponsoring agency a h  gives a grant or loan : 
I 

(mwlly amund $4,000) to star& opmtio~~.  The cereal bank's mauagment committee uses the money 

to =chase d l e t  or s0rghn.t at the h e  of year when prices tend t~ be lowest (October-December) and j 
hen stores the grain in sacks in a village warehou3e. During the "hungry season" (June-Augustx when 1 
am& b m e  scarce aad prices tend to be t their highest, the cereal bank sells its grain, stock in the 

village. The price is mually set at a level that is above the price at which the grain was originally : 
p n r c b d  but below the ument fie market price. Revenues inre used as a revolving fund to refhmce I 
the opedon the k 1 l h g  year, , 

Many variations exist on this basic model. It is not unatmou for CBs tu be more active, I 

I shorter-tmu traders, buying and selling kugkmt the year? And in Chad, the initial credit to the CB / 
1 

bas beea m a y  seasod, wah loan regayment requined after each year's hamest; good payers are j 
granted mu seasonat foaps.* 

This O the case, @t example, in not-thm regions of Wi. See Mme. Keitit, Rapport de Mission, ' 

"Sinmion des B i m w  de GWiIes dans les R6gbns de Segou Mopti," de I'A-maion 
Teniwsiale, August 99865. 

See Amex 4. 
-. - a 3..* -.- - - 7 :  * - '2. - -* .'9 - - 4 " * *. ..- , rr. * 



j 

Frum whom weaf banks purchase at hiwest time and to whom they sell in the hungry season 1 
vary from one qmclimaaic mne to h e r .  

In&era&ly foodacit, moderately surplus, and roughiy dhaffkient agri&turaE zones, i 

meal b& usually buy, stare, and sell grain in the village itself. This is the classic cereal bank-model 
I 

a d  it is probably the most common. These CBs occasionally try to benefit local producers by i 
i 

pmchshg their grain at slightly above-market prices at harvest the. More commonly, they attem2t to I 
benefit local consumers by selling grain at slightly below-market prices during the lean season.3 , I 

i 

In v i l b a  ?hat suffer from chronic areais d ~ a t s ,  most cereal banks purchzse grain outside j 
ofthe village, transport it in, and store it until the hhungry season when it is sold to the inhabitants, ideally 

/ 
at below-market prices. These grain-importing CBs are cumon in the most arid parts of :Senegal, I 

! 
Burkina Fam, Mali, arad lager. A small number of these cereal banks are abIe to carry out purchase and ! 

I 
sales -011s hvo or more tima per yep, (reducing storage time and rotating their stocks more 1 

In villages that mrmaUy produce sigeifiaud aral surpIuses, a s  purchase grain in heir own 
! 

village right aRer the harvest, m e  it, and sell it to outsiders later in the year when market prices have i 
! 

risen. The resuiting profit can either serve for c o d t y  investments or it can be distributed to the i 
participants. Functioning grainexporting CBs are rare. 

I 

i 
Bgarre d rainfall a d  meals production levels are so variable in the Sahel, many CBs must 

i modify their pmchasbg strategies from year to year. If the local harvest is above average, for example, 

a CB m y  be able to purchase its grain stock directty in the village or in neighboring vllage markets, i 

If the local harvest k Wow average, however, the CB may have to send a purchasing team to another ! 

regioa of the conntry to obtain the desired quantities of cereals. t 

! 

! 

Although some cereal banks sell grain on a strict cash basis, others sell grain to their members i 
I 

on crda (to be repdd in khd or with cash, with inter@. Most CBs employ both sales methods. i 

I 

TypicalIy a CB's sales price is 5-U percent bdow the market rate (based on Kat, 1983; FAO, I 
EvalumdOn rdes Bmpes . . . , 1990; and our field interviews). 

I 
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Social pressures ew.awage c r d i  sales. &ring yeam of severe draught, some CBs distribute their grain 

on c r d i  ta p r  ~3lagers who are unlikely eves to repay, effectively giving the stocks away. i 

CB MANAGEMERIT I 

I 

h s t  all cereal are managed by d iage  committees established expressly for this purpose. 

Typically, & ~ ~ e e  is composed of an dected president, vice-president, and t w ~  or three other I 

officers, ?as committee is responsible for mutine m ~ ~ e a t  decisions; important decisions &e i 
1 

?ionally M e  during "genetal assembliesw of all of a W s  rnembers (often the entire village). 
I 

Comm~nly, the management eomuhee is dominated by two or three village "big men." I 

Chxasbnally, a CB will pay a manager or a guard to look after operations. More typically, a 

few 00 mmittee members will volunteer their t ine to organize cereals purchases and to "mind the shhW 1 
I I - tbad is, r- tBe grain to village commess. I i 
I 

I 

When cereals must be purchased outside of the vilIage, two or three men may be selected to 

travel to the area where grain is available to arrange fbr its purchase and tramport back to the home , I 

village. These men mmdly are paid a small allowance fbt the days &at they spend away making j 

~ ~ e x t t s  (one to f~ur ten  days). Some CBs avoid trips outside of the village by contracting with 
I 
I 
I 

prk@ traders to deliver the grain. 

i I 
MODES OF FINmCE I 

.€tP2 L 

Waking h d s ,  the operating cagitaI necessary for a cereal bank to begin operation, are almost i , 
1 

always supplied by an outside sponsmbg agency. Many agencies give the initial funds to the CB as a 
i 

eidrer as a s h  or in kind (for example, 200 sacks of millet to be sold to generate fundsj. Many 

d e r s  provide the finds as a medium-term loan, typically to be repaid over five years, with a one-year I 

@-@do rates vary ftom 0-15 percent, and are always beiow informal market rates, A few 

agencies provide seasoHal credits, to be used and repaid within one year. 7 

I 





h r k b  Faso has the largest and longest ce rd  bank experience - its first program began in 

1974, A .  Wf of its CBs were d 1 i s h e d  by NGOs l i e  Lfam, and haif were estab1ished through 

large government projects with i n t d o d  assistance (fbt example, the Baa& Valta Agridtmd 

Development Projecs). The CBs are distributed dl over the counagr, but &ere is much turnover. Those 

in the south appear to ba much less durable than those in the northem, arid regions. And Jthough almost 

twwhifds ofthe cowdry's cereal banks are no longer operational, donors continue to create new ones, 

and gwenmmt poIicy is stroqIy supportive. The 1990 Cereal Plan dls for cerd banks to play a I 
1 

larger role in national storage policy and in interregional trade. 

M i  has the second oldest CB experience in the Sah& its involvement beg- in the early 1980s. I 

Since W time, many of Niger's cereal bank programs have been operated through the official, 

gov-4- cooperative system. Thus, h u t  200 of the nation's CBs operate on the muftrvilfage 

3-d fimd by the government system. To an extent not hund in the other states, most of P4ig&'s 

cereal bauks aperate on an irr-kiod basis. They lend cereals to their members during the leau season and 

demand repayment in kind (with henst) after the i m d  barvest. 

Seuegd, Mali, Chad, and hM3q_'strritania, did not achieve any significant involvement in cereal 

banks antif a b r  1985. Many of Senegal's cereal banks have diversified into sellkg other products like 

I 
bported rice and oil. Several Wian cereal banks have ben&ttd tiom a national donor-spcmred 

&it program. Must of W s  CBs are suppor&d by Catholic NGOs and are very small in size, 

Matrhda's 25 C8s are clustered dong the Senegal river. 

Tbe 1990 FA0 report on CBs pvides an excellent description of the programs in each of these 

commies and s h d d  be r e f k d  to by those interested in mer detail? Compteme15mry information L 

on the sitmion iu Senegal, Burkinra, Chad, and Niger is given in Annexes 1-4. 

FAG, Evuiudon - - . ,1990- 



The fitsr objective of Sahdian CB is tu pmvide cheaper and more ampfete marketing services 
than d y  available at the v&ge 1 4 ,  This objective rests on the donale or assumption &at 

~~ mariehg arrangements are Wciq that sonre of these deficiencies can be remedied by the 

d n  of cereal banks, and th.n;t CRs wiIl b e  no -4 negative sidwffkts, 

Two tJrpes of deficiencies ate emphasized in the pmmotionaI or advoczcy literature concerning 
CBs. "Ib first is classic " h a  fi12ures." Prime grain markets are said to be characteked by 

OD-~ trader bdmrior, a i c h  dlows exp13i-a~ of h m x s  and commas and the enjoyment 

of exass pmb.  h, facfr of idbmation seems often to prevent trading sector responsiveness to 

pdbible opmxdties. These Edures anre r"id to impdkrions in anciIiary rnarkas, aaably financial 

T h  second type of &&imcy at be ailed Stnr-. Private traders are said to respond 

duggbhly o opportmky not only beams of lack of i n f b d o n  but because of s t r u m  weaknesses 

withhlbae W m g  sector - f i  managemeat skills ofwzders, inadequate capitalization, limited access 

to credit, lidmi specEaXmon b trade, asl ptow~llced risk aversion. These EdCtors, combined with 

high capital and amsport costs, are said to lead to high trading margins even where there is competition 

on fhe buyiag side. Marewer, ia the poorer regions of the Sad, population is sparse, villages 

&peae& ad incomes low. In some viUages the law level of effective demand creates thin markets that 

D-on of these t w ~  types of nmkethg deficiencies - their extent, their sources, their 

dmeaabilitj. ?o hpmvenlm via cmthn - z e  undertying themes in tfik chapter. We take up(first 

the role of the cereds bank as a Wder in gmh aver time. This is after ail the miin business of CBs - 
qpighg in what errrmmhs call 'temporal arbitrage" and others cummnly call "~eculaion": the 



W e  then comider the d e  of the C'BS in "spatial arbitrage" - buying in places where grain is 

cheap d h g  where it is dear. In both cases, we describe the common economic rationales or 

,Ystifiutbzs fbr C.3 h e m i o n ,  and tfier: ass= their analytic and empirid didity. 

It is widely M i d  in the Sahel that speculative storage is a common and serio'i problem; it 

~ O W S  private traders to garner ~ ~ U I S  profits by paying unfairly low prices for cereals at hatvest Pime 
, . 

awl selling at iaflated prices during the s d w e  or lean season. 
, " 

. :  

Uost promoters of cereal ban'ls appear to share &is mnventional beiief, At the 1983 Round 

Table meeting on cereal banks in Quagadougo~, k r  example, the FA0 representative stated that one uf 
the CBs' principal objectives is to "tiberate p e .  from the speculative pressures caused by big 

tmkzs."' Other participants wrote in their position papers: 

"Rhs double or e m  triple doe to merchant s p d & o ~ "  (FQVQDES) 

Tmks purchase cereak early, stock them locaI2y, &en d l  at very high profit 
margins. Specahtion is a phemrneaan tfiat impov&hes fatmers." (ADXU9 

"C%ze& banks' objectives are to reduce the p h e a o w n  of speculation in agricultural 
promtcts." e-m 
"Cereal Imb are to fight against price speculation." 

P is no surprise th& alinost from zhe beginning, CBs wme seen as instruments to combat 

qedzdhe ~~ in grain mztrka. Accord'i to one observer in the early 1980s: 

Govemamt elf Uppet Voita, T d k  Ron& sw Ces dkmqueJ G?tdali&es, Ouagadougou, Oaober 
1983. 

2 T h e s e ~ s r e ~ m ~ ~ d e d h ~ e ~  nqurtdtheround Wiediscvssionon mtal 
Imks i33 ~ u g o u ,  1983; FPYQDE5, ADRK, aad FDR are local NGOs, 



A cereals is defined as am organhaion . . . basidly pedimnhg a markdog, 
function in ~~g local grain d d e m  d o  m y  take ~~e of the finacid 
~uhd1iy of the kmers,3 

The winds o f l ibedWn in &e 1980s and the: adoption under stmctml adjustment programs 

of mare nmket&m&d putides have not much c h g d  this perception of how grain markets work. 

TfiPS, iD 2990, an wal- fbr Cbwh W d d  S d a s  as an objective of CBs in Senegal "to 

p- the p e r  of pasants q&st ?he speculation of mkr~."~ During our iintemiews with 

*tre 0- of cereaX banlis t k q h i t  &e Met, it became dear tk& this idea remains widespread - 
grzh t d e m  are C M I S ~ & ~  as didmest "specalatoa' a d  a menace frum which peasants must be 

m&&ms or m&e&ig stmctures that expf* this "speculative" behavior and "unEairW 

prkbg are d y  spelled out, At least some of the diswsion oo speculation rests on a fundamentai 

i&mdamWw dre mattre of temporal, &&age. Specdative storage does wr c a w  prices to 

hcream wer the seasoxr; in fact, it &ty helps m a d m  price increases. M e n  merchants buy cereals 

z r t h a t v ~ W f i , r & e ~ o f ~ e , t h e y a b g h o & e o v d f  d ~ f b r ~ s a t ~ a t t i m e a n d t h u s  

hela, support the price. When they sell the grain during the hungry sawn, rhey add to averat1 supply 

and duxs help modexate price Thus qedathn  does not ".awe prices to double or triple"; 

k c n n a s t ~ & ~ y h e J p s ~ p r i c e ~ ; r m d ~ i i i z e ~ i a l l  pricesoverthepar. ItperFoms 

the important fbcfiun of altoeating cereal safes over time: aud -kg grain mailabiiity many months 

&k harvest is amp1.m. Tkh is why nmny analysts note that the problem in the S a d  is nut that 

t h ~ i s t o o ~ ~ ~ l c h ~ n i n ~ ~ ~ d r e r e i s n a t e s l o u ~ . ~  

IXs said, three kinds of marketing d&ciesrcim are hquentIy mentioned as the source of 
spdatiye pro* $rder coUusion or Iodized mowpwny, mqud market power W e e n  traders and 

SuhaSatana,A Chpmlfw Sludy rrfCereal Bmrkr ih Upper Volta, DweIopment AItemaives, Iac., 
pmped dirr USMX?pg!er volt& 1%1, p.1. 

' Ch3uch World Servicet "Evafuatkn du Rujet h m p e s  de C&&ies de Keur Mamar Sam par la 
Cammission CER er D k r e l w  So&&" h g a ,  Senegal, 1990. 

5 1985. Gerard Gagoon, *La Comcigtisation Wv& des C&&les au Mali: Un BiJan 
I?mhii,' AQIII, B a d a ,  1986. Meed Wd&e@ *Where is At1 thar Food Storage We Hear So 
Much About Anyway?" Science md Technology Btareau, USAD, Washington, 2984 @raft). 





Grasberg and Eksaaeb (1988), writing on M- =According to guvernment officids, private 
seeaortrad~~cereals~Eaatpri~srt~~insmp1tf~~~sucbasSatamatand 
& ~ ~ e r ~ c e s ~ ~ e ~ e a n p a i o d .  Neneofthetradersthatthetearnmetbdtbe 
~ c a p i t a l m t i e a p ~ i n ~ f 8 P f e g l ~ a a a t h e ,  Inad&mtheylackedstorage 
cape@ and ~~. Became of tbe lack of a longteam credit Tine, wholders must turn 
over their capital as fhst as p & i e  to be able ao pmctt;tse Qtber commodities after the short 
 of^, Tlaetea~nfsqtldte~~ona~~scde,tfiemythofspecut~mismttrtre 
becameif&ereweremmwko~&e8s~ ddho1daIargestmknntil theteanperisd, tke 
~ g n g n o & ~ b e ~ ~ e o v e r d h e ~ y e a r . " ~  

* N ~ S o w , a D d N ~ ( I 9 ~ s a y o f ~ :  ' m o s t w h o l a a f e r s ( 8 2 ~ ~ ~ ~ t a n r  
over&& ~ i X L a p e t i O g o f m e P a D n d r ~ ~ i n s p i t e o f t h e f a c t t h a t t h e y h a v e a t  
their d k p d  storage Wities which are noc; M y  &zed, Apparendy, the standard @me 
fatWed by w%roIestkss hmhm aaraing stock over rapidly right afker the West, when millet 
k p l E s f c r d i f i o $ ~ ~ ~ t g r & f i v e m s k ~ ~ ~ t h e ~ ~ ~ ~ e a ~ ~ u ' ~ i s  
Iuwm ad ahe? prehwest gap Es q p m c b g .  Howeverj some m e ~ c b m  say tbat n n m  
~ ~ ~ I e ~ ~ ~ s f W ~ ~ & b i m p a c t o a ~ c e s s e n r e s t o ~  
r h e r b o f p m h g e d ~ ~ c h  i s W e d ~ t a % e ~ e o f t h e ~ ~ d a t i o r i s o f  
~ d u r k g ~ e ~ ~ a f i e ~  The~witXlwhichwhol&ers~l&eir  
~ ~ & ~ ~ ~ t h e M ~ T t y o f c a g i t a I , & e h @ ~ e s t r a ~ e i n t h e p ~  
~ m d t b e l ~ ~ ~ l b f w m k ~ ~  

" e a e G r a s b e e g a n d A d t y ~ h A m t l p & b f &  G i c z i n ~ r k e t i n g s y s t i i n  W. 
D e v e i w  A f m e s ,  w., prepam@ for usmj- 19538, p. 34. 

Mark Ncmmaq Ahsame Saw, Cbsepm Ndoye, "Fhqplatory Uwmaky aa3 GCW- 
Objectives fbr the 

- - andP-ofCer&-: f lhebMSen@,"ISRA,  
Dakarj Seeeg.l, 1 9 z  

* J ~ ~ M S b ; a p m , a a d ~ n G i l b e s r , % ~ # G i r r i n M & g f n  
&dim F m ,  Cm&r fix Ekearsh OLI Emmdc DevdepmS, The University of Michigan, prepared 
fbr USm- Fasa, IW, pa. $34. 



I, Eaqbm flm, also &&ring to Burkina Faso, observes: *Merchants buy for rapid resate, and 
d o ~ ~ ~ e ~ e s o f ~ .  Traders&usappearmspecdatetoolittfeovertime;pri~ 
PPonldkmevenZth~~tohym~gdaerttteh~aadmmkforiaterresale. 
A ~ e ~ & & e W q ~ & ~ o n ~ d @ e r i s e s k t h a t t m d e r s l & a c c e s s  
to EOWU 

spembiw storage We have d e d  as Ws exercise under the fol~owiag assuqtions: 



Wet arms%t return on 
Ptrylrieal invested capitat d r  

~ S a u d v c ~  st- various ~ i t y  
phOtc pi# casts enst asstsqmac*~ 

(IX f5X SOX 

W e t  mral return on 
Phpf r rL  invested cgital m&r 

&nnrt - Crarr atocwcr vrrfaukamommiW 

a2 
10Q 
n 

tlt 
148 
at9 

615 
56 
80 

Same: dem are f r a  eslph 6 m, @Tw*n by t. ledawfr thsria, 
ez Cbrdd C&&lfer SdWtea.,a <1989). HCte mr#m uw 

the mty cmma mmmt fur &Ed 4eWi eoutd bb kccatad; average h a w a t  
prica is  for m4 wwase Lcw smmm pice Cs f u  ALy. 



Net awU&l return an 
Physicat invested capital 

Harvest Gross storawe wrJm omortmitv 
price price retwn costs- wst d t i o n s  

ax 1% cox 

m: YCgrr data is  f ra  =Joint kdOnv hmswmmt ef Gnfn Harketfng In EJger,* 
pmpmd for USMQ by EO1iat Berg Atsaci8tarr 'tRB, vot. 1, Table 23, and 
Statfatleal Tabte IS. vot. 2: clpbted orith data fra Ministry o* P L a ' s  
DSrustbi'8 d8 I8  StaSsticp tt te D-ie. 

TABLE 5 

-: Data  -fra Xad Cwlt %rain Merbtfnp Credit Progr- -- Asset or 
t I&f  licyr Darrdapnf: Attwmtfwes,  1989; updstd uith &*a from 
WM*r ds fafotnatfm fur la IlaW CS.1 .M. I. Harvest prr'ca 
i s  alculated as for Becdsi+, d m ,  ard Fsbruary Clubbest- 
prfcb mnrtra). 



Net ermal return an 
Physical invested capital uder 

IWvest Soudrm G r a s s  sloragc various apporhnity 
pie pria rctwn costs cost assrraptions 

OX 15% 40% 

AlERaQ W.2 %.4 5.2 8,s -5% -20% -45% 

Same: Onllar data are fm the DinKim de La Statisti*. This 
source to bc less reliable thm our other &ta 
sources, a d  shoutd be vScwd cauPi#gLy, 

TABLE 7 

SUM[NARY BY COUNTRY 

Average price rise 
between harvest and A v q  mmal return at various costs of capital 
soudure (6-8 m.) 0% 15% 40% 

WDjameaa 12% 7% -8 2 -33 96 
w v  tS% 15% 0% -25% 
CWiMwg~u 25% 28% 13 % -12% 
Bards0 27% 33% 18 % -7% 
D e  9% -5% -20% 45% 

average 18% 16% 1% -24% 
I 



It is more difficult to analyze monthly price data fbr rural markets because complete time series 

of auy s i ~ ~  length are me. Nonetheless, we were able to collect fairly complete price series of 

three years or more for 13 r i d  markets. We then AcuIated ptentiaI returns to storage using the same 

med~oddogy as above. Compfe results am presented in Annex 6, but a summary of the findings is 

p m a e d  below. 

TABLE 8 

SUMMARY BY R l D U L  MARKETS 

Average price rise 
between hawest and Average m a 1  aetunr at various costs of capital . 

RdMarkes  soudure(64mos) 0% 15% 40% 

Po, Burkina 
S w  Bulk. 
Zxniare, Burkina 
Lwm9 $wegal 
st. Louis, Sen. 
Tamb, Sen. 
m, - 
Boasso, Chad 
&=& NBW 
]Logza, wgm 
Maine Soma, Nig. 
Matmaye, Niger 
QmIlaan, Niger 

These urban and inral data yield wed obsetvari~m: 

S p e n  in seorage i; extremely risky; mua9 rates of r e m  cau be high or strongly . 
negative* It seems safe to assume that these high levels of risk are a major reasan why so 
few traders engage in speculative storage; 

On average, the rate of return to spdarive storage is not as high! as is widely assumed; 



* Returns to storage are frequently low or negative when one takes into account a reasonable 

1 .  

estbmte of the trader's opportunity cost of capital; this cost of capital is pivotal in 
deammmg the pmfitab'ility of interseasond specutation; and 

Returas to storage are usually higher in nual areas than in the capitdl cities; however, at a 
4&peaeM cost af capital, returns to storage are still negative in 7 of the 13 ruraI markets for 
wX&wehaved;rta 

I 

Gu conclusion hxn this data analysis is that speculative =rage is a very risky investmen!. At I 

I 

a redilstidly hi& opportu&y cost of capid, specu1ative storage leads to losses more often than profits. I 

Occasionally, specdative storage can be quite profitable, but, on average, returns are negative. These 1 
< ~ 

r e d &  piwide a good explanation of why most traders prefer other investments over storage. 
I 
I 

F e  SakS 

I 

fJmqtd market power can arise in several ways. Traders m y ,  for example, have better 
I 

knowledge of the shifting aditions in grain markets than do peasants, This asymmetry of access to 1 
I 

information could lead to systematic gains for traders at peasant expense. But the most significant and 
I 

m W y  cited e~rampb &uses on sornethihg else - different intensities of demand for cash income. 
Farmers, eqeckdly poor fgrmers, have more urgent demand for cash at harvest time, and therefore are 

( , 

fir& to sell ,nrr seasonai lows or to borrow at "usurious" interest rates. I 

I 
I 

For may Sahelian officials, donor representatives, and others, this is a major jusrific*gn I 

fbr CBs - the hypothesis that Sahelian meals farmers are "forced" into selling a large portion of.their ! 

c e r d  production right after the harvest when prices are tow, later to repurchase these cereals at much 
I 

h i g h  price during the soudure for conmqti~)a purposes. It is believed that many f m e w  canmt 'store 

their own grain d the so*e7 because of pressing financial needs such as taxes, debt repayments, .or L 

I .  

dothing* Ac#,rdii to the 1990 FA0 report, 

peasants] are often obliged to sell . . . cereals [in excess ofl their true swplus (the 
o y d @  phenomenon), a d  #en repurchase cereals during the s ~ d z r e  when prices 

i are hi&= Overselling at harvest time often causes c e r d s  to be transferred from the 
village to consumption ~enters.~ 

, , 



Accordiig to Cereal 3adc embator Suha Satrtna, 

The fanners' . . . vulnerability is due to the grim fact that these farmers almost 
imdab1y sell most oftheir produce ( m d y  raillet anb sorghum) just after hawest time 
(October, November) to meet financial obligations (taxes, debts, ceremonies, etc.) with , I 
the bwIedge that they wodd be repurchasing the same grain at exorbitant prices, 
d y  150 to 258 percent above the sale price, before or durhg the hungry season to 
subsist until the next hamest h e  comes to bring relief? 

Cereal banb aim b mitigate the problem of "forced des' by purchasing locally, retaining grain 1 I 
in the village, md reducing the margins between poshmest and sotrdwe prices. Both analytic and 1 
empirical reasons exist, however, to question this "fotced sdes" hypothesis. 

! 
1 

From an analytical point of view, it is not necessarily a poor economic strategy to sell grain early I 

I 

aad buy grain later - the relative prices of grain and other h e r  assets such as smd2 ruminants and 
< .  

podtry must be taken into account. As noted in a 1987 University of Michigan study in Burkina Faso, 1 1  
'wen those househofds which sell grain just after the harvest may be behaving more rationally than it ] 
appears . . . . Fanners, of mum9 are acutely aware of relative price  difference^."^ If the value of 

these livestock assas are expected to c I i  faster &an grain prices after the harvest, it is perfectly 

rational for the fhaer to retain livestock atad sdl grain, It is even pcssible that some farmers sell grain : : 
to finance investment in a d d  Welning or petty trade, which yields higher rates of return than grain I 

storage. These retutas can, after all, l k a ~ c e  lates grain purchases? 1 
t 

I 

Asament of farmer economic rationality in this matter of@ saIes has to address the question 

of why farmers who purchase tends fbr coflsmption wodd wait until the soudwe, when prices are i 
hi&&, *I make those purchases, instead of purehasing grain earlier and storing t Either w& some 1 
asset (such as poultry or small nmbants) m a  be sold to buy the pain (assuming no additional ; 
in&Wness is Me). One rm1ution ofthe paradox is that animal weight gain and reproduction may ! 

I 

yield a Eager return &an stored grain; in this case, &ring grain to retah I i s tock  &IS sense. Some i 

l9 Saoarta, 1981, p. 3, 

SSh- et al,, 1987, pa 1159. 
1 

21 See Hq@m, 1985, p, 10, where it is suggested &at animals reproduce and hence may yield a 
h i g h  me of returat &atr S~X.W& @n. 

I I 
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evidence suggests that this is indeed the case, at least sometimes. According to SAFGRAD research 

carried out in l3dina Faso, many kinets use the revenues fro111 their grak sales &er good years to 

purduse d fiestock that can be used to h c e  food purchases in bad years.= This does nor 

directty bear on the ktra-amd problem, but is suggestive nonetfrdess. 

Many othet empirical studies raise questions about the general applicability of the "forced sales" I 
h y p c d l ~ .  

@ Research conrfwted by Gwtz (1990) in eastern Senegal that "fbrced sales" ace 
very rare. Of 2% howehofds saweyed, only IS both hu@t and sold cum grains. Of 
these, six were purcWmg at bw prices &er harvest and selling at higher prices in the 
soudine, and only tlve were acbalfy tbllowing the tradia'od "forced sales" pattern. Gwz 
amdudes that "the hypahesis of "forced saIes6 after hmest and repurchases later on in the 
season at higher prices g d l y  does not hold fbr this sample. "= 

a, An ORSTOM sbudy m Burldna Faso (1973) $dded similar conclusions. Only 15% of 
households surveyed both bought and sold grain during the year, and the data in this study 
do not nippm the image of the poor h e r  selling early and buying 

@ Ouedmqgo's 1983 study of ma&eting in eastern Bmkina Faso observes that "there is no 
indication that the pcmest and smaltest grain producing farmers ate the ones that are forced 
h&o d e s  and &a r e p d a ~ e s . " ~  His data dm indicate that des occar all year long, and 
hers who only sell tend to sell during the b g r y  season. This defies the traditional view, 
becaw it suggests that some fanners are both willing and able to profit from seasonal price 
z z m v m . *  

* Shemads 1984 study of grain marketing in tbe Wmga area of Burkina Faso produced I 1 
similar d u s i o n s .  She finds that h e r s  buy and sell grain rhmughout the year, witkc a 
Wid of total purchases and sales occPrring in October-December. She dm fmds hat 

M-Arid Food Cdin Research and Development Program, "Farming Systems Research Unit in 
Upper Volts: 1982 Report,' Ougadougou, Budha Faso, May 1983, pp. 10-1 1. 

Steplran Goetz, B W s  Ri$bnns. F d  Security, anrI dw C2u-h Crop-Food Crop Debate in 
So- Smegd, PkD- &mation for ~tchigan Stare University, 1998. 

a 3- L. BoutiUier, 'DOM& Eco~f~miques Concamant Les Migrations de la Main D'oeuvre 
Vobique," OwSzaOM, IRS M & ~ & M  de T r d ,  1975, p, 179, as found in Rmghton, 1985, p. 9. I 

a LS a w ,  A ~w~ Amtysis of F-' Food Grasir Miwketing h~nkzges and 
Behrrvior in Eastenr Ujper YO& m.D. Dissertation, Michigan State University, 1983, p. 152, quoted 
in Haqbt~n,  9985, p. 9. I 



ud&iw farmas are slimy ". , , better able to take advantage of the grain price cycle in 
ckms& d m  to sell grain."" But she points out &at by and large the poor do have 
aknatives to grain, one important d t d v e  being oE-fann work. 

The Ulaiverse of mchigan5~ study of grain marketing in Bwldna Faso notes that "large: 
amm&s[ofgrain] aresofdarrdbmghtiaratl seasons," ~ t b t  " t h e s a l e s p ~ a ~ , p e a r s  
more evenly distributed than is typically thought. The largest grain sides do not occur 
hmxhtely p u s t w  but rather in the following quamz. No quarter has Iess than 17%. 
of d e s  and rime mote than 33s." The study concludes, "Perhaps the major finding here* 
is that 137 ofttce 220 houseb~ds sumeyed &er do not Wetact significantly with the grain 
zmrk~ur inmap to m i d  taking major lasses from seasonal price movements. A very small, 
~-mbenefitfromthosemrrvm~,;tadabotd12%seemtok~&"c.m 
them. While the Wer group are &y poor inr &e and have a relatively .small mc 

culthat.ion, they are sf iady h v e  average in d u e  of d d I e  goods, and they have 
m m M ~ € a s h a o p s . -  

I * - + Preimmary, udlicid fhdkgs ~~g from XFPRI's recent village tramadon studies in! 
N i  indicate that farmers do not sefl most of their grain right after havest; m e  farmers 
play the Enarket by waiting fbr prices to rise befom sell'mg, and some farmers buy grain at, 
harrest t h e  fdr H m  mnsmptbn, to save their own stocks mtiI the lean season."g ; 

+ conducted during this study with 83 mr&ants in Chad, Senegal, and: 
Ikrrkina suggest thar medmnts store reiatbdy lWe grain; even during the Saudwe they 
codme to purdwe from village fhmas. h %lows that m y  farmers are storing d: 
d h g ~ ~ o g t ~ e y ~ .  Tlw who manage to make their sales 'during high 
pias p k d ~  are probably the bigget Mc iar i e s  of price seasonality, 

.ba do m m y  reflect a poor economic sapegy. 'Ihe problem of woverselling," stressed; 

in some recent writing* does not seem to be a wideqmd probiem. The *forced sales" hypothesis seems ' 

re3mmt to a m i n d y  j a f h d 1 d s ,  and it is unclear if these are the paorest. 

Some M e  sugges&ed that access UJ itwestmat capital may serve as a barrier to entry into the: 

sixage wbi& may impart some mmpoIy power to metchants who can afford this type of 

Wj-iae- &airr&hm M d M ~ g ~ r @ F ~ r s :  A &-feSiwQ qfhfmga,~ 
U w  V i  GRID, Aptit 1984, p. 4- as quad in d paraphrased from Haqhton, 2985, p. 10. . 



i.m- This zxgmimt seem in some repet% # accord with the fktq access t~ bstbtianal credit 

(;a *y lm ra@s] is d a e d  to a dl group of wholesale traders. But this is not enough to JIow 

c~scl- abaat lsrck of efkthe ampetition. Fnst, gim the divisiiility ofthe commodity, there is 

a o " ~ ~ m o f m o n e y ~ t o e n t e r t h e ~ r a g e ~ a .  Eventhysumsadab~etoanost 

people can be imstd in the storage of one or two sacks. Second, the problem of capital scarcity r u f f i  

aninv-intbe~dQit;eprocessingfood,rstisingliv~otttading~). nereisnorason 

to be3i-e tfiat the rate of rehan on starage d d  regularly exceed the returns on these alternative 

inua@m~&; if it bld, money wrruld be out of these other activities and into storage until rhe rates 

of mitra were tquabd ' I 'heGtlIy, "exressive" reams are uIlst.rsrrirtabll~ 

C r e a i t h d T k b m  

hother assmption &at Iies b$tind the d o n  of cereal banlcs is that trades exploit vdlagers. 

by ch;rrging 'trsario;as" b % e r e ~  when &ey provide cereals on credit and demand b k i n d  repayment 

a ; f t c x k w e S  Itiss;zridthacwhena~abormwsa~ofdlahmamerch~htbehun~ 

season, he or she mst pay back two sacks, or even three sacks aftw the bmest. Accodmg to a CB 

doamwm horn Chad, villagers "are &reti to deal a& usmiok mrchantr, who sell cerrals on credit 

a p r h  prices h high= &an at hatve-time.*a In B w k h ,  a CB supporter writes that *traders &I 

cereals at msurhs iatenwt: rates of 100 tu 200%.*I These practices are said to lead to a "vicious cycb 

of d in ~ 1 &  exih year the mer falfs deeps 'mto the merdmt's debt. Cereal banks are 

spid to b e  ( ~ i r  by ogaing grain on m e  f a ~ d ~ l c  M a  termr. ~eeording to one Bvduaoot, 

E- this 'exptoiet io~credIt '  hypothesis is sparse. There are wme'a 

priori grotwls m be s k q i d .  As mealiorred earlier, excessive profits to an activity we only possible 

on a susabahle basis if there ate significant b d e r s  to attry to the activity and hence monopoly power. 

" AWoambaye ~~ 'Evaluation des B a n c p  de C&aies de Kelo," Ministry of ~gricttlturk, 
ONDR, w- &id, August 1990, p* 1. 

bfousa Oudamgo, Les Blan(~ues & t?&ddes, M b k e  de 6~ d'Etudes, ENAM, Ouagadougou, 
Burkb  Faso, 1988, p. 3s. 

" Wi de L;ubemdle, L4 &-eiaIiS&~ &s G!r&&s a Niger B&w Partie, FAO, Niamey, 
Niger, 1989, p. 97. 



This Sitnation docs aot apply to the I d g  of grain, because entry is easy. Theoretically, aayoae who 

~ ~ ~ ~ ~ w n I e a d  E t a  Ifitwerereally~"bIebodea200gercemgtofit 

by ledkg d, many m e  wodd shift capital fbm other imr-ts fbr ~ m i e )  

a r d g r k ~ i n g r a i n f ~ ~ e s . .  ~ b w w I d ~ y d r i v e d o w n t h e i m w m r a t e a n d : & e  

*margin. 

~~ &esatme on aedit practices at the village level is not a b m b  Ouedraego's 1983 

~ k ~ ~ F a s o p r o v i d e s t h e m s s t h a r d e v i d ~ c e . ~  Hiskiten6ewswitl.1 I03farmm 

revealed that f;or grab loans traders, one bornwed uat2tlly is to be repaid with two 

Hogmas, "Ihese of p i n  loans, huwever, are relatively uncmmmn. Of 196 heads of househoids 

smqd in 19Q only 7 percernt bad pmdrased grain on credit hat year. Of 460 fanners inw- 

in market pllaoes irr 1980, only 8 percent had purcbsd grain on credit at some time during the ~Irevi~w 

three seasoos. TypMy 1- of this type a h  were small - borrowers surveyed in 1978n9 repaid an 

merage of I- than one sack of grain &. Ou&aego's grain flow analysis shows &at. t & ~  amount of 

m x l s l d a a p a y ~ l ~ i s d t m ~ ~ ~ v ~ a w a y a s ~ f t s -  

EEmgkm 0985) draws these cadusions from his review of the evidence in Burkina; I 
+ Advance sales &-kind lairs] are thirly rare, a c # , d g  for perhaps 5 percent of grain =Id 

@Y mf-1; 

Fanma h w  relatively small amounts; 

0 Bomwers do not appear ta g& caught in a vicious circle of indebtedness; and 

+ lmdbg is risky becmse defidt is comma, which helps explain the [need for] high Enterest 
rats.* 

This last pa is relevm to the idea of excessive retwns to grain lending; profits are oniy 

realized when bornwed grain is regaid. This, of course, is not always the case. Oudraego. cites an 

example in which a merdmt lent grain to 12 h e r s  io 1979 but only 6 of them paid back and the trader 

su@d !uses. Acazdiing 20 Ouedraego, many ~~ have l a n d  to play tricks with grain 

" IsaDaii -0, 1983, pp. 211-215, aver  the topics in thk paragraph. 



~ b y ( I ) b ~ f h e ~  @)repayingodythecapitaloftheloazn; or @)ddhltingon 

the laan almgakr.31 M d d i e ' s  field wwf; in Burkina describa 'dishonest farmers who pay back in 

~ ~ o f h ~ ~ t h z t t h e y d i d n v t ~ ~ ~ ~ ~ e s b r y i a g ~ a w i d p a y i n g  

U S ~ S S ~ S , ~  f f f ~ r a z g s a r e ~ a t h e n h i g b h p I i c i t ~ r a t e s d r , ~ y i e l d  highprofits, buthelp 

m ~ w e r w - . -  

ddhb  CW& {ancE IUW are pbabiy the major reason that traders 

gmdi)r are menths idc  about d i n g  grain on credit. According to Ouedrae "the possible high 

M ~ d o e s ~ ~ ~ c ~ m @ c e d r e ~ g ~ ~ n a l ~ e x a l e ; . . - t h e - ~ t  

has become a somearhat &y and &dg way fw mxdmm to secme grain supplies.*% According to 

ih Univdty af MidGgaa istidy, mrcbms in Wnkina Fasa are iruxeasin@y disinterested in selling 

g r a i n ~ n ~ k ~ ~ a a , ~ p r e k ~ m t ~ l c a e a l s ~ a t l  "basetheyareoftenaskedto 

Monaedtt,arhirB*sociaI~=is~dt#,refuse,whL&erisk~fd~tisveryLigtr.~ 

I n E w m d ~ d e d ~ i n t h e ~ o f t f f e p r e s e ~ t s t n d ~ w i t h ~ a s i n ~ d d ~ ~  

rwcd similar aatitrrdes - l a d l  gain is amsidered a risky, often troublesome practice. Gwen traders" 

pre&mcc 00 avoid lendkg gab, it scans pnlikdy that excess pmfb are aonsktntljr associated with: , 

t h e e .  

S P A ~ ~ m ~  

paa of ~omng ahac t b dativdy cheap m tbeir home viUagg where it is nlatEve1y d y .  

~ a g a n c i e s ~ t h e s e C 9 8 s t o s e n d t w o o r ~ c o m m i t t e e ~ m s u t p l u s a r e a s t o  

make tlhe gaia pmchareJ smd mange for Prznaportation t~ the home village. Two rationales are given 

f w t h i s i a m l ~  



Cases be of traders makbg sWIe  profits dmugtt grain sales to villagers, but a. 1 
~ ~ f ~ r e a s o n ~ e x i s t t l o d o u b t t i r e ~ a n d d ~ i l i t y o f s u c h s ~ o a s .  Asmentiotled. 



d ~ d ~ @ ~ k i a & ~ ~ q W p ~ ~ y b y h i @ ~ o n ~ a n b h i g E t r i s k s ,  

Dot by excess pmfk In Sem& tk example, GFA Consdtazds draw three important conclusions from 

a Xnsernse ~ 0 1 0  bemeen wadas des uu& excessive pm-. 

GFA ooaelt&s 

m e  empirid rtsula ieid ps m cuuducde that sacks, becmse of the c o m p m v ~  
and maspamg of&e Illzarbet, amnot realize excess proMs. It is advisable, thmfixe* 
m ~ ~ ~ ~ e ~ ~ c e ~ i s s o ~ d ~ g g w ~ e a t o ~ ~  
a d  plimsichns, d i n g  to which traders a p W i  tfie pasants. These Mi& are totally 
~~eoeieaIEtiesofSeneg;PE'scereatsmatkaP 

p r i ~ ~ m i t n d t h & m ~ ~ ~ o n t f i e t a s k o f ~ i n g t a i n .  Fiddvisitsmriedout 

by this &am, however, suggest !Wttx' i  is anIy occasionally xhe case. Most villages are served by private 

'# Seea %r example, fixr Agmpr~jekte in Wmsee (@?A), L*Mwraion du ~~ 
d ~ ~ ~ ~ ~ s v r l r s A f = d u ( S A , p p e p P e d ~ C i T Z , ~ , ~ , ~  1989; 
Shernma Q a?., 1987 @mkka); bmnms?& - - 

'el 6Ztud.e lert de Projets, Elude & kh Fonmih  
des .P& 4%r&ds, RepbIiqne & T W ,  K m e  de I'AgriCUtblre, June 1998, Berg Associases, 
J u & t P m g m m ~ ~ o f  Gi.& MwWfng in Mgert 1983; mi N. Dembde anQ 3. Pione, DescripMon 
des i3ctd.a CIfnWh ou 1MPI r' Amdyse & Dorntees SRm&im dt P?2z &s Gfrida, Prujet de 
S W b  Mimentake M U a A ,  Bamako, Mdi, 19%. 



s d e  adapt& to the size of &e village. Tttat is, the: sade is &ed out using bicyde or animaI I 

A 1 ~ ~ ~ e d t h a r : o n ~ t B e r e ~ 6 t r a d e r s i n  ~ v i l l ~ e q u i p p p e d w i t h  

~baelrs,3~~iaS~eseviUageswith~,awl8inNigeFi~villageswithCBs(ronghIy , 

40 p e r a s  of &these! eadexs sell d).o The &or of the survey writes, "Cantmy to the allegations 

o f C e r t a i n ~ i 0 1 1 ~ , & e ~ e 5 e v i l l a g e s [ ~ ~ ~ a r e l W ~  idso iravephtetradets; 

xbesle need aot have f i d  skips; the mmsadons rnay occur ia private hom?s,"- 

~ g r a i n ~ o f ~ s i z e s e r r i s t i ; m m o s t ~ a g e s , m f i e t d v i s i t s ; m d ~ e w s  

m a d e d e a r ~ ~ a t e a o ~ e s s s o m e d ~ e i n d r e g i o n s r r f t h e S & e l ~ ~ w t ~ y  

The of these Prrsgved markas aises the questb~~: If there is a market to be: exploited, 

why m ' t  private tmks diqg axeah in these -9 ' l " h e  alternative explatations are possible: 

'Xbese is a poky Eailune. Actikkl  Mrs b e  been erected &at discourage atry  i3oo this 
m ; r r k e t . ~ ~ e t s m a y b e c b e t o ~  oftrade~~byImalcdEciiaIs,&eAmnce 
of (or legacy of) official pkrrhM prices that malre #radi i  in remote areas uqrolitabfe, 
a r r t b e ~ o f M ~ m & ~ z z e d ~ d ~ @ y c e r & ~ f f i ~ o r C B s ) i n . , ~ ~ ~  
* & ~ O f r e r E s k u f ~ ~ & ~ ~ ~ ; m  



~ a r e s o l ~ ~ ~ r s ~ n ; s L e & n e a r l y ~ i b l e a s e t l g r a i n i n t h e v i 2 i a g e a t : a  
mce that wen dl a w k t e d  cats. 'Ibis may be due tu the i&ab'rotnts' insufficient 
ptdwsihg power1 &e B i  cast of miit defidts, the dispersed nahrre of the ~ a s k d  [too I 

&in to the tmwzha costs M I v d  in sales opemiom), or ppfe's prefcCence to 
~ a t ~ ~ c r n a t k e s d t h r r s m w i l l ~ e s s t ~ p a y a n y p ~ m ~ r l o c a t .  I 

sewice. I 
I 

I 
I 
I 

A U t h r e e d ~ e x p 1 ~ ~  arepbibIe. A priori, the first explanation (market fisilure) seems i 
pcrssiMew-f,&esgiweaegener;aItraaspareacyofgtainmatkets,easyentry, andthelargenumbers I 

grain traders eager W seize opportunities &r even low profits. 

& qw (policy Mu.r@ may hold %r some mrthern regions of Burkina, Niger, 

mi that bedit& m d y  win subsidized sales by cereals offices. In Mati, these sales have 

lmn &&&d as "a on the Webpinem of private c e m k  commerce in deficit zoneswa The 1 
Univedy of bGch@n smdy in Brttldna also i-es mvemment restrictions on trade as a factor i 

I 
Tbedkini crxphin&m (stnxcturaZ .$aors) is the most proWIe in most unserved villages. Trades I 

I 
i 
I 

I 

d ~ d ~ ~ , ~ b r a r v e l a n d p a ~ ~ , a s s ~ ' w a g e s , a n d s o f o ~ ) ~ b e  I 

spre#l over kges Sates volames- Unit costs would rise if these traders were to self in certain low- 
I 

volsmeviaages @in markers). Higher prices would be m a i s q ,  but villagers with limited purchasing 

power might be omviftling ta pay any 'comeslie premium* and they would continue to purchase at 

ozrtskk markas, especiaMy if- are frequenting &ese markets far other reasons. Aka, villagers with 

atbaahw dim for a p e d a l  village gmb Wer. Serving these consumers is a matter for social 

policy, and is mt reM& b m d a h g  d&d&es. 

Gerard Gagmn, "L"Evdl&ktn du Cotmeme Rive des C&Mes au Mali, I'OPAM, et 
~'~~ rks Zobgs IXfi-,' Warfd Bark, 1988, p. 14. 

" silm a d., 1987, g. 190. 



txzmTER FOrn 

CAN CEREAt I%- 0- cImAPER OR 
BETTER SERVICES THAN PRIVATE TRADERS? 

As sbawn in Chapter Three, many of the rationales k r  the creation of cereal banks are based on 
I 1 or about the functioning oiFSahefh cereal makes. A p h r i  analysis and much 

I evidence suggests &at these markets operate in corditions of eflFective or reasonable 
. . , m q e h t m ~  Pods of excess pro& are few and d I y  temporary, which means there are not many 

I to be tapped by new trading eati.ties like ead banks, I 
i 

I I 
I 
I 
I Bersrrse prof3 nmghs ate d l y  fhin, CBs can offer better s m c e s  or prices on a sustakbIe 

basis only if they are Iowercost dce-pmviders. This they can be only if they are more efficient - 
in other words, d e I i  Senices at lawet real am. If they are not more eflicient, then they can ! 

I m c u m p e ~  ptivate mitiers only with subsidies or special protedion and privileges3 which are h m  
I 
I 

tn grow& and sociality hqitable. 

I 
I 

I 
I "Cust* is the caml  issue: Bere so it is etwmial to be clear about definitions. Two kinds of cost 
I 

I co-~tr are made in b e  f01Imhg analysis. 'Ecuflomicm or "real" cost refks to oppomnity cost, 
I t b v a 5 t l e d d s e ~ l l P s e d u p  inproductionofthegoodor servicein question; it is measuredbythe 
I value of saailicced p r o d d m  T I '  n '11omiml' oost is the amid mq payment made for i 
I iaprrts -- p m b s e  price of gain, wages for labot engaged to handle the smk, interest on borrowed 
I capit& mt (or amor&.hrbn) of d o u s e  Mitie, and SD forth. 
I 

In this chapex we compare Mth iktawial aad economic cost of operations of CSs and of private 
W e .  W e  sbow that CBs have lower ms&, both real (ecommic) and £bncid, than private traders. To 

impute rn CBs lower real ~ o s s  is  something of an artificial c o r n $  CBs are channels for inflows of 
rid resources, mort of which are pmbabIy not diverted &om other usg within the economy in 

~uestkm h this spe!cid (and debateable) seme, the domestic opportunity costs of these aid resources can 1 

be said to be taw. (It is mt low if de6ned as its yield 8n altmative uses.) 

The relative C'bamM cost adwmgs of C 3 s  are mre easily defined and measured; given the 

bigk lev4 af suItsi-11 -erizs CB activSXies, their fhncicial costs are much lower than those 



sf private traders, especially tbr temporal a r b i e .  Despite heavy subsidies, however, we &ow in the 

second part ofthe &aptex that the pdofmagce record of CBs is poor, and their sustainability doubthl. 

Deficiencies in management awl pbiems of ranmi that contdmte! to these remits are outlined in 

Chapter Ewe. 

T'be dements of cost that entex into CB operations are the same for each of their three major , 

advities -- temgoral arbitrage, spatEal arbitrage, a d  l&g grain to villagers. These elementsategrain 

acquisition; woddzg capital ( i i  and amortization); warehouse investment ( i i e s t  and amor&z&ou) 
. 

or rant; wages fw mmgmmt and for Iabor agaged in grain iraadkg, protection, and mpmishn; 

@ysM 8osses; and minor inguts like sacks ;md pesticides. 

While tb dements are gener;h, their weight Yaries a great deal between the &&rent trading : 

ac tb i i .  Xt is obviorrs, fbz example, that the costs of capM are much more imptam€ in texnptal: 

attrmagethanate~costs;nnolseyisWupBr~maExyrrmnths~egFaiamynotleave&e 

elage. h is quite the opposite with spatial arbifrage, which e;nrails much inore physical movement of ' 

grainWovaadatkdy~rtperiodoftime. 

?be piewmpth~p is strong that private traders are mre eflicieut providers of trading ~ i c e s ,  
' 

inpa. But CBs have mm advantages - a smaI! one in labor use (by dtawing on volunmy, p d l y  

uodenmpfoyed, village 1-r) and a large oms in access to l o w m  capital. me I w  is so impmnt 

~ i t g i v e s t h e C B s b w e r t e a a c w t t h a n p t i w t e ~ f ~ .  Butthis~onclusio~restsonspecialad 

d43h~b1e asmqtbns abut the opportmity costs of dolboz-providad capit&. 

m a r a d =  pm1y d o m a -  -ti-, ~ - e d b y d i i p u b i i ~  

policies. This is so became they have better W d o n  ~ c k s  and beam beset kmwtedgeof prices 

in M i  suiplus zones; they can pfim spaid a r b i e  more #dvely. 'Ihey dm can exploit 



some economies of sale in buying. And they are more sensitive to quality diPEesences a d  market premia 

for quality. 

They are pmb&ly also more efficient users of transport inputs. Knowledge of the market, 

inibdoon abut prices and d&Tity of grain and tramport, ;end i a f o d o n  about the condition of 

roads and h u t  the reliabdity of various market actors - all of this is much greater among prime 

traders Pbaa among the necessarily a m h d s b  CB managers who engage sporadically aud temporarily in 

spatid grain marketing. h moving grain t~ and from regional trading points, private buyers and seiIets 

seek backAzul possibiitities and other swrces of me mmmies from their trade in items other than 

cereals. They have experience in deaIing with transpoctws; some are indeed transporters themselves, 

They call bargain better. 

Private tr;rdexs also seem m be more efficient in use of warehousing space and protection 

against spoilage. The typical CB receives a warehouse as a gift that, in the late 1980~~ cost h u t  $6,000 

to comet. Qn average it stores 108 sack (10 tons] per year. (Capacity is genedly underutiIized.) 

If t%e bddiig is depreciated ovet 20 y m  at a zero immst rate, storage costs per sack approximate 

$3.90 ("750 CFAF) pes season. ahis plus the imputed rate of interest om the warehouse investment ass 

is the economic or real cost of storage. 

P f i  traders' watebming costs vary greatly. For merchants who rent space, a typical charge 

is 50 CFAF per month, or 350 CF.W %r a typfed seven-month storage period- Many machants use 

cheaper space - the back part of Wi shops or a m m  in their homes. Inresmcmt cost per stored sack 

is bus mu& Iower in tbe private W e  than it is br CBs. But ttrg CB investment is mostfy financed as 

s grant from a sgomrhg aid orgmbtbn, and Wb faises some thorny mnceptual problems. From the 

d o n a t  &mnomic peaspective, and in tams of red resources used, cats of watehousing are higher fsr 

CBs than fbr private traders. However, &om the villagers' perspective, they are consuming a gift and 

I 
not d w g  an asset. So it wodd be: wrong to include srmnrhtion and interest on the capital 

t 
I 

embodied in the w*dl:&ouse as part of the CB's real cost of operations. We return to this analytically 
I difficult issue later. 



It is not likely that physical losses fmm spoilage are lower Xc CBs tban in private comercid 

storage. It is m e  that some CBs have access to subsidized credit and inputs fpesticides and fungicides), 

which tends to increase the relative intensity of their use among CRs. And most have en dw warehouses. 

But these p I w s  are almost certainly outwei@ed by the inu& more carehl stock management h t  is 

likely to prevail among private storem. 

The reason for mare carefid stock management has to do with concentmion of risk of loss and 

dif&emxs in incertve structures, The trader who does not properiy place, rotate, and protect his grain 1 
risks died personal financial bss. nis is not the case tbr the marrager(s) of CB stocks; the costs in 

' 

these cases of poor stock management are spread among the commuluity. Nor is the manager rewaded 
' 

or punk&& h c i d l y  fbr his performance. 

The private trader, momvet, can act more quickiy all][ decisidy than the coil-4ve leadership 

of the cetd bank. He can destroy or sell contaminated grain, seek out secondary markets for its disposal, I 

and make decisions to take necessary losses. The management of CBs moves slowty and gingerly in such : 

matters. 

, 
Buth CBs and prime traders incur labor oosts; they need workers to collect and carry grain, 1 

oversee stocks, and sell at r d .  Both require critical management inputs. Cereal bmks haye a strong ' 

apparent advantage in this respect: they rely heavily on volmmry labor. Vllagers do th.e necessary ! 

physical labor. The management cummim, often camposed of village notables, is responsibIe fbr I 

accounting and mamgement task, dso largely on a volmtary, unpaid basis. Many accounting and . 

supavisor y fimctions are performed by spansoring agency staff provided without charge. 

I 

Wlhethe the r d t  is lower real labor costs for CB than for private traders is not clear. To the 

m m  &at vihage volunteers work dwhg perids of seasonal or daily slack time, rhe o p p o d y  cost ' 

of their lator is low. But whatever labor savings arise ftom this tapping of underemployed time are . 

almost rarely outweighed by heavy training, accounting, and managerial labor inputs provided by the , 

spormring agencies. The h c t  that volunteers may not provide intense or highquaIity labor inputs also 

should be considered, as should bxe fact &at turnover of CB management tends to be high, which dilutes 

on-the-job l e g  arrd bas other nemve effects on the quality of management, 



Also, real cost advantages in terms of labor are likely to be especially low in the case of spatial 

arbitrage. C& buyers have to be absent fat relatively long periods on buying trips, so it is less acceptable 

to assume that dney perform their management functions dulrieg otherwise nonproductive time. Their 

opportunity are thus higher &an in intemporal arbitrage. 

Tbere is, W J y ,  the important' matter of capital. CBs are either granted funds from a donor/ 

sponsuring agency, or the funds are Imt at much below market ratex of interest. What is the opportunity 

cost of these rmurces? It is high, if defined as yield in alternative uses in the rural economy and 

roughly mewwed by W e s t  rates in OIne Informal credit market. This is indicated by the observable - 

attempts of m y  CB committees to get around the prescriptions of donor agencies that they onIy invest 

in cereat~.~ 

Most of these aid-provided capital retsowces, however, are probably not available for other uses. 

Put differendy, not much of &the foreign aid that goes to CBs is drverted from other programs in the same 
cumtry. The aid is attracted to the muntry in question by the existence of a project (encouragement of 

a s )  that mes the h d w m  objectives of private volmtary organizations and the social policy 
I 

objectives of dl the donus. If CB projects did not exist, aid inflows would be smaller. In this sense, 

the qqor&idty cust of the capital grants to a s  is low to the dumatic economy. t 

I 

T&is d y s i s  of the comparative economic efficiency of the two typss of trading entities suggests 

that CBs have an overall advantage. Il'hie fim that they are channels for idlows of cheap capitaf - for I 

wm&ouse mmction and especially for operating capital - is the decisive factor. Use of volunth 

labor creates m additional red cost advantage, probably smdI. The private sector is almost ce-y 

mare efficiedlt in grain iic~uision, in transport, and in proteaion against spilage. Were there no access, 

or awes, to Iow-oppmnity-cost capital, or if the Judgement is wrong that opportunity costs of 
this capitd are in fact tow, then the efficiency advantages would be almost al! on the side of private 

I g that other types of hvesment may be more profitable, they surreptitiously lend out 
their revolw*g Binds to traders or h e r s  interested in animal fattening. According to those involved, 
the typical me of interest on this lending is 10 percent for three months, 



F ~ C o s t s  

The analysis of comparative eoommic coss of CBs and private traders helps clarify Iong-mn 

insthdod policy but is significance is l i  by lack of good empirid infomaion and by ambiguities 

in matmest of &re@ aid. me d y s i s  of financial costs is mure smightbtwatd. The CBs receive 

large s a b d i ,  d i c h  give &era subm&d finandid cost admaages over private traders- 

Their biggest subsidy is in capital -, a major eomgonem of CB -, especially fbr tbek 

chief actkity - t e m p d  a r i b i .  Storage ties up capital, whether it is done by CBs or by traders. 

For a private trader, capital cats d t y  ccxndtae about mo-tbitds of the financial cost of storage.= 

As aoted earlier, costs of fpads to private traders are very high; in infutmal markets, beest . 

raws average in the neighborhood of WdO percent amnrally in this region, and are sometimes higher. 

When mdm self-finance their qwn opmions, we have to a s m e  that the opportunity cost (profitabitii 

in alternative uses) is eqaally high. nese high rates reflect the general capital scarcity in the SAel and 

weak f h a n d  market ~~&WOIIS, notably &be Wility aftfie b a d k g  system to service traders' credit 

needs? me bigl? qpmmity c a t  of ImrestxIble funds thus incites private traders to seek only high-mun 

iwaamms. They are uninterested in .rying up their h d i  resources in speculative starage unless the 

~ i s a s h i g h a s i n a l ~ e u s e s o f q d r i s k  

The cost of fuads to cereal banks is muEh lower. Unlike traders, CBs do not have to 
"Mn to the informaf market for lams. Nor do they mnstbte their working capital through permaat 
saving or bonowing. CBs are eithlet gram& ibis Trom a dsnor/spoll~~ting agency, or they borrow 

from tbe donor at interest tates - wmnaIiy ranging h m  0-15 percent - that are very mu& below 

market rates or, in @her words, hwiiy &Wd. 

2 T h i S ~ i S w ~ r t s e v e x l ~ a f  
sf 5 percent. If millet is purchased at 60 

CFAFkg, capital costs come to I 4  CFNQ & e ax& of 21 CFAFlkg. 

5 A ~ r d ' ~ g ~ t o ~ l i F R A ~ e y k $  ad J 6 peea$ & whoiesalers and a negiigible number 
a A, 6988, p. 13.) 



traders cauwk EOE exampie, r private trader fhamhg a $4,000, eightmonth fmrestmm in d e t  

s t b m g e r ; a l P b t ~ i n t e r e s t ~ O f ~ s l , 0 0 0 , ~ e a ~ b w i n g ~ m a d o 1 ~ ) t ~ 8 5 ~ w a a l d  

bear imms papen& of Onzy $230. Access to I O W ~  oMm&y endows CBs with 

Otrviorts~f~;lreposedllrJrthiswpital~n;aIow~rsrtes, FirSt,itmakescapaaI 

~ I e m C B s a t a p r i c e t l h a s i s ~ l e s s ~ C B s  wouldhavetopayabmbmsuppfiers. Wlth 
* ammmmg sx@y depeads an decishs made by immaioaal aid donors. The CBs t h e d m  are kighty 



q n a t l  ofthe of spseial dm. Thus in Senegal, fur example, wheredistances are ref-y 

labor af low quality; drey t;ead to be less carefkl, less & i e  and c q p ~ i b I q  and more didficPft to 

v. Unpaid~Ieaderi~~~~aresappased~senresdyhrlinaited~eperiods. Irrfgct, 

r s n ~ ~ d h e d s i i r n q u i t w h e n ~ e w e d .  T t r e ~ a a q u i t e d ~ t r ~ g a n d ~ e n c e  

~ ~ ~ s & e ( S B .  T h a t f i n a n c i a I ~ ~ a i 0 1 1 ~ 6 r o r n v o 3 ~ l a b o r a r e n o t ~ ~  

s a g g ~ b y t h e & c t & a t C l 3 ~  ~ d y c o ~ o u t t o p r i v a t e t r a d e r s  when theyseekto buy 

h fstmlmtrry, then, cereal banks are highly subsidid orgaddons: physid W e s  

(-) are usually provided fkee - brick and mo&s by aid agencies, fabor by village wImteecq ' 

~ ~ M k h i b X y s o l r s ~ v a i t m t e w I a b o r k d f o r r o u t i n e t a s k s a n d ~ ~ ~ I y  

~ o r p a i d v e r y W e ; ~  I l t  o f ~ i s s o  m&ms provided by gtain agencies or other official 

bodies ;It Wow-mark~ price& as are inpluts bike hseaicides; and -as, esp&dIy musport, are 

~ ~ ~ i s p ~ s d E ~ s p o m r i a g a g e n C i e s ~ y ~ a f t e r ~ ~ e ~ .  

'me--- o v a  - traders are ksdwmlw, pdcafarly in 

~ ~ & r a g e ~ ~ ~ 1 ~ ~ , s i z l o e ~ ~ ~ a r e t h e m o s t ~ d p W  ktemive&the 

* E ~ a n b U a W y e , ' Z + s ~ ~ & ~ d e ~ ~ n d ~ M e s d a n s k b a s s i n  
Mi," HSRSm- Dakar, senegal, 1988, p, 1%" 



h is hard to & general &nates of the magnitude of subsidhaion in the regioa P d y  this 

h k c m e  the cost data are soft EgHy -able from place to place, and partly because of c ~ n q t u a l  

diBcuIties in valuing the %reign assistaw inputs. But there can be little doubt that the subsidia are 

large. 

S~xmedatahm S e n e  are dSu,-. Zfa CB in 1990 purchased 10 tuns of milla at 70 CFAF 

/kg and. stored it far 7 months b k e  fling, 2s as d d  have looked something like rhe foIIowiag: 

g m h ~ t i o n  790,088 CFAF 
-ng 8 , m  
=Pq s2& 30,800 
war&ousktg (axw~rtkation) 50,000 
intehest on capital (15.5 percent for 8 months pius fee) 86*C-& 

60,m 

Ted 934,000 CFAF 

K the had to pay 41 of these charges, it wo&d have to sell its millet st 93.4 CFM/kg ts 

and the w a d a s e  amortidon is ignored Wader  these conditions, the CB can afford to sell its miIta 

at 83 CFAF/kg. Also, most aid agency spomls do not require interest payments o? she money they give 

f ir  o p e d q  capitaf (revolving funds). If the CB does not have to pay interest, it. could sell milla at 74 

Costs of domr-pmed training, supervision, accomthg help, and emergency support are not 

included here. l'bese are wt universal and are supposed to be temporary only, but they are widespread 

d seesn to even among rWvely mame CBs, And they are costly to cionors - approximately 

$1,000 (250,000 CFAF) a year. For a I&mn operation, this comes to 25 CFAFfkg.' One donor, the 

FA0 in Mger, actually qpints  and pays villagers to perfperform the C%s7 bookkeeping! 

' U o ~ g c o s s 3 r r e e s t i m a t e d t o ~ ~ ~ m n ~ i n a d r ; t f f m 3 1 f u a l o n ~ s c a f l e d ~ 1 S t ~ 7  
I'&rpIunWkm, le$maio- et b a&i d ' m  BC; k cos & la S0DEVA/ACOPC4M &m la rggion 
de Louga, ~~, Jdy 1990. 

* Serge Milsa30v, 'Evafuathn dm Ba~rqtres de C&&des du Projet," Draft report, April 11)90, Niamey, 
Niger, g. 33. 



Tktnmnuw aodw@wte~&er, +a are&e~oststbatbefor she) muEdike to undermke a 

~ g r a i a s t o a g e ~ ?  Eaueassumetfiat&etradlerismtsubsiditedarzdmust~all~f~e 

~ p r e s e n a e d . a b w ~ a n d ~ h e a r & e b a n ~ o r i r n p l l O B d i n ~ ~ e ~ c e t b a t o f ~ e C B  

-- 31 ~ a y e ; a - a r s a ~ d ~ w e r  I arir1'iorrCFAFand&etraderrussetE at over 100 

CFAFlkg Eo m i d  hmiag I-. Even if the private s9dw is able to cut mmgement and 

~ c o s s i n b a l E , 3 r e o r s b e s t i I l ~ c o s t s o f % c F A F ~ .  

The m i e s  reeked Cry CI3s are suhan&d, ad the asmptiolrs underlying their caldatio~ 

The dysk thus far comms storage or spatial arbitrage. 713e subsidies on CB credit @QOS 

are ilrso large- T k  CB can, as a result, a&rd m charge much lower interest rates or tofaate much 

bigher mtes uf w v  dran private traders. The subsidies on slpalEia2 arbkag~t acthities are 

Smafler, except where tbe ~ r ~ r  organizes and pays for tire 'ncr~er-fegiond btansport of cereals. 

&real banks, hen, enjoy emmom co-ve ~ ~ e s  PZC p-ivate traders. They shadd 

beairlemk~rh;ansmd~mea(aadm~):~-pri~b~at~w 

tfre SD*, and pa makers and ~~ ofotber ooop*2 wage 41 the year round, 

~ ~ i s i a ~ ~  HowhaveCBsf&mi inpractice? 

Became d their prbdbgd access w - d i d  capitat, and the hemy weight of capital costs in 

tempad .the CBs should be most ' s u ~ "  in Kis activity, in the sense of earning wide- 

amugh rnacgias on ?heir &qp opedons to tovm && f b m i a i  ass aad g%n= a surplus or profit, 

" I h e e x k n t o o w h i e h t t r k h a s b e n ~ i s h a r d ~ ~ k n a w ,  ifindividuaICBfiatancial reambarethe 

source of data fw &&a CFSs kq spam r m @  on their tmmaahns an$ marker price &es are 

me. M o a t ; ~ ~ ~ ~ ~ e i n ~ ~ f o r m a f t e m ~ ~ ~ ~ e , a n d Y l r a i o s t ~ m s e l ~ d r e i r  



axed s t w b  during bpe I- season t 515 p e r a s  Mow d d  prices-k End ~f i d b d o n  of 

~ ~ m t ; ~ t a t ~ ~ t h e C B s i n ~ ~ ~ l ~ ~ ~ e i s ~ g c o s t s ; ~ e y  mysEmglybe 

-a;s~ag* capitaleadrtinretkyd. ~ ~ o f k a t o k r k c a s e ,  judgingfmrn 
--term Emam5d data mi SUWW qmiace, which we consider later, 

Ckmdbdd a r U q p  cpezzthps tne oftwo types: those 6 e d  om by tke spo1~1rbg 

a g s r r g a m i ~ ~ e c f . a ~ b g ~ ~ .  ~ f ~ o f t h t f " n s t ~ o € o ~ o t l a t e f a o n c l  

i n B d b a F ~ -  Tiwr,N~-faFH*~tdeGrolDperneatsNaamandtheU&ndeG~tr 

~ o a ~ # ~ b ~ ~ ~ ~ ~ ~ d i r e a p a r ~ , o r t h e y c a n w ~ ~ p ~ t r a d e r s .  The 

J ; a n W s  0 9 8 3 ~ y o f c e d  ~ h r ~ F a s o i n d i ~ ~ & e a v ~ e d ' w c o m ~ e e a  
t h e t m a % r y s k ~ ~ ~ ~ f ~ o ~ b y ~ ~ P f i o s e ~ i ~ o n ~ o p e n ~ e t i s 1 4 p e r c ~  
(FOVQDES program d y ,  kEat, 198317). When oereal banlcr made p u r ~ ~  locally, &ey *-ly 
paid market ur d y  zmrgblly abovwmrb grim. K& adds &S the commm price discmurts; *were 
d g  p d S e  ta $he extent that pad of &e Emmcid, let done e e o m ~ c  casts were not a c c o ~  for." 
@,I?), h 19909 W s  chsemah~ appear t6 mmak vaf* The 1993 FA0 cereal banks sbdy found 
~ m o s t ~ t h a t ~ I ~ y d o ~ a ~ o r ~ ~ y a b o v ~ & p ~ ~ * d I ~ C B s a l ~ a t e  
typkd1~ t di@y prias (W 5 e i 0  CFAFPrg d d i f f ~ w  w 8-15 perant). Wh*hcr 
~ r ~ t h ~ ~ d b ~ ~ ~ ~ ~ u b b ~ d & k ~ & ~ ,  





banks in q l ~ ~  areas rare a I w r s t ~ ~ y  imdved in spatial arbitrage. Their f d I y  

~ s t o c l l b ; p a r e ~ z c o f d i n & e ~ d r t r i a g ~ e l e a a ~ n , o t w e m l d m ~ m .  Itk 

m, h, tBb? LPOSZ: impmmt tfureat m their sumhaba-~.'" During field v i a  conbaed for Si 

~ , ~ w ~ ~ ~ ~ ~ ~ ~ g o n e ~ O f ~ i n e S s ~ ~ ~ & m r ~ v a  

e - m m  jt force m e  mtmbfxs tai rnntinue: tu toan to wple  whu are 
aa twympyb0ck  me- . * hddesdmewho t;aesadesZibtethakhey wilt aot be able 

;rabswialgtressmdo aotleadto gomi b ~ d ~ b ~ ~ ~ .  Cenecous instincts, slight 
to iitnwace are nor goob ingredients for making 

~ ~ ~ # ~ ~ .  . ,19Sd,p.-rSb. 

*The of & sa[es has led to a pamimicat sitatmion h m y  villages: the poorest 
~ ~ y ~ M e ~ b a r ) c & b m d 3 e ~ ; r t . l q c 8 ~ t o s b t a i n ~ r d s o n c r e d i t f i o m  
m d m t s  wi& they Eo~gmndimg 1ICf&n&i~. The mre to cash sates thus involves a 
partid ramat &urn tfit eqii#y&mg &j&es uf CBs. 



soandlmkhgdecisim- in the We4 oranphge, Ofcoarse, emergency shati~m, CBs have 

t o ~ ~ o n ~ i n m o s t : ~ ~ y a w a r e t h a O t f r e c h a n c e s o f m c h l o ; m s ~ g t e p a i d a r e  

maK Here susmkbw is sadiced fot fired security in the sense of famine prevention, an 

e tmk-off* In these cases tbe CB fills a "socbf" or emergency reserve fandon. (See 

T b E F d M  

De@Ite h v y  subsid'kathn, CBs seem ?o have an u n d  financiPl record in temprat and. 

spatid &&rage d a very poor in p i n  lendi. Lack of appropriate data makes it diff?crrlt ro 

mMmte stpmtdy CB p e r f o m  in each of these domains. An examhution of CBs' jktand 

ewd* aver years can only give m aa idea atrout whether or not the eombhtioa of a CBSS 

d r S a  k; gmemtkg enough memse to met financia or operating msb and allow business to 

CQYahB* 

Any eYalu&~n of &R along these tines runs intg several difficulties: 

0 f)ata are ~~t rn =Ilea; CB wnmhes generally keep loose accounts (if they keep tbem 
at &%I, aad the ' ~ & D  b rarely ceatral'ized in any coherent form; 

Mast CBs are less than three years old and do not have a long eaough h i i  to rweaI 
* .  mgmm@mW flexibility d the presence or growth of management skills. Data on older 

C B  is d3EcrZtt ?o find, because so many of &em have gone out of business; 

Aftw several years of aperation, many C 3 s  have received additional grants of cereals, wi~i& 
mzodx ndms the value of one ammon maker of success and sustakblity - a high ratio 
0 t ~ ~ ~ r e v o I V i n g ~ a m o m t s ;  and 

F d  asmmts estab1'Ished by sympathetic evaluators often count old, unlikdyto-be- , 

repaid iatemz; debs as assets instead of writing &em off as losses. 

IkspiIte r3f of these problems, s e v d  ~ovafuators b e  attempted to gather information allowing 

an assaEsarexg of&e f"malrciai situationof cereal banks. The 6irst to attempt to do so was Dotidon, who 

in 1980 visited a saqIe of 33 CBs in Buddm Faso and -ed their accounts. Unable to reconstruct 

finaocia3 reoards, Dolidon groxied fhmcial bdth  with quaai&y of grain commucialized, His 

~~ d t s  are presRnted in Tabre 9 Mow: 
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TABLE9 

~ ~ T a O N  BETWEEN U3 AGE ANTI LEVEL. OF OPERATION 

Fmm sbese dag, DoSin andudes that "!he system de€eriotates ovet time; the older Pha CB gers, the , 

dxy wexe down b n d l i i  only 3 5  mas each, on avmge. 

The Plian m a  that 'only nine of the 65 Cgs apemisRd in 1987 have a revolving fhi 

65 433s W e  lost mgmy thnwgh their cpmtk '~~ .  



TABLE 10 

SITUATION OF PE-2985 FONADES CEREAL BANKS 

Average l d  of 
CBsin m1ving Average sates 

ym 0f d o h  =w!Ie FQ'A) Per (mm) 

1974 3 413,000 4.9 
1975 3 %,m 0.2 
1976 3 433,000 3.2 
19-77 10 922,000 3. E 
1978 6 702,4WWd 2.6 . 
1979 9 599,000 4 5  
1980 10 I,m,W 4.9 
1981 6 l,S83,000 3.2 
1982 a 2,051 ,m 2.0 
1983 1 1W4m 0 
1984 3 =w@ 0 5  

Wgid e n d o w  1,XKl,000 FCFA or 30 tans of 

Iabenaatiod Labor Bune;ru project @~JACOPakI/CRPA). This pictr;rre is much brighter, with 1987 

s a l e ~ ~ ~ ~ ~ 1 4 ~ a a d ~ r ; e v o l v i o g ~ a n t ~ 1 . 1 7 m i I l i o n F C F A .  H~warer,itis 

K i t  oo detambe if these figmas represent an increase or aa err~sioa in the total capital provided to 

F j t  evdlltion data ate avaifable fbr CBs in Suqpi. Catholic Refief Senices, which : . 

nrns the mmtcy's largest CI3 pgmm,  reports that, oa merage* its CBs have lost money through their 

n d d m g  ~ P Z ~ O M -  Even thm@ these CBs bexxfmd from iutms-free p i n  loarrs on which the 

principal bas not been repid, the over;tll. value of their rev01ving funds has d e d  by 7 percent:wer the j 



past ike years." Church Wcrrlu Services (CWS), which operates a CB pro,- in the Kwr Momar 

Sarr ara,  reporb tbat its ( 3 s  have I- 23 percent of their capird over the past five years, mainly 

kzase of embezzleme and management g r ~ b t ~ . ~  Project staff on the LO'S cereal bank p m g g  

h bugs report "an  us erosion of the CBs' original stocks," atthough quantimrive data were not 

A dearth of reliable data makes it hard to geaemIiie about the financid evolution of cereal banks. 

None$l~&ss, the available evidence appears to indicate that Sahelian CBs, on the whole, have tended to 

1- money ion #& marketing operations rather &an increase or maintain their equity. This is despite 

substdd ~ d ~ o n .  Bad management decisions, bad debts, and embezzlement problems are usudly 

the case & financial decay, 

Sumid lLXabes and Sustaimbility 

One of the most strai&tf;bnvard methods to evaluate the CB record in marketing is to look at the 

abitity of the ksthtions to continue to carry out activities over a number of years. For a CB to 

outprbnn privatre trades in a sustainable way, it must first of dl be able to survive. , 

Cetd bank smvival rates give l i e  room for optimism about their longevity. In Burkina Fam, ! 

an estimated 900 cereal banks ate eMvdy out of business, 62 percent of the totaI.ls The SatreI's 

oldest CB program - FOVODES - k e p r t s  that 85 percent of its 76 cered b a r b  are no longer 

apwatkml, In Sen@, 205 as (36 percent) mmags no commercial activity, 74 percent manage 
rwofving b d s  worth less than 70 aids of grain, and 98 petcent of all CB storage capacity is ~mnsed.'~ . ,  

In and Chd, scores of C8s are rqorkdy defunct, although figures for these countries are not 

HabIe .  , .  

* Based on CRS database printout of Qetober 30,1990, Dakar, 

CWS data are based on rqresentatives9 1990 ~lemoranduin, Dakar. 

IS fbr estimates are in Annex 2a on Burkiaa Faso. 



Vb'hen a cereal bank is newly created, it usually receives close donor supervision and management 

zssisEance that greatly increases its &mces of success. After a number of years, however, donor 

supesvisian become looser, losses begia t~ mount, and the probability that a CB wit1 cease operations 

sears m increase." This is confirmed by data on older cereal banks, most of which axe found in 

Bnrkina. According to our nonrandom sample of 124 cereal banks t h t  were crated in Burkina before 

1985, 72 percent are effectively out of business.l8 Seyni Haro-ma, who.czuried out a 1990 census of : 

CBs in Niger and visited over 80 of them, reports seeing dozeus of no~nctioring (33s in Niger, and j 

"mt even one CB that survived more than three years beyond the end of project support."1p While : 

cases of well-functioning, older cereal banks a3xtaMy can be found in Burkina F m  and elsewhere, these 

are rdativdy rare. 

Because of the magnitude of the resources that have ben devoted to creating and nurturing CBs, . 

these mrrlts have to be regarded as nothing less thm disastrous. Cereal banks exhibit a quasi-generaI 

inability to cover operating costs, a rapid decline in activity as they mature, and a high mortality rate, 

And ohis is so despite the tremendous mst advantages they have in comparison with private traders due 

d y  to subsidization by aid agencies. TL; . r= A of experience thus far suggests that CBs ' 

are nut able to oompete with private tradm % a suminable way; they do so temporarily ody because 

they enjoy huge subsidies and other public policy favoritism, 

Proamtm and defenders of CBs will surely find this too quick and harsh a judgement- They wiII 

poiat out &at uxts CBs are, &er all, new - most now active are less than four years old, The key 

pmbIeol, they ins* is p r  CB management, which will get better with experience md with training. , 

sf this study, many cereal bank promoters expressed their skepticism about the 
after the retreat of project assistance. A 1990 International Labor 

expresses this sentiment about its CB programs in Senegal, Niger, and 
pas uniquement Be lacuna internes, mais s'inscrit d m  la situation de 

pr-e de Yi$cornha g6n6raIes . . . . H s'aglt d'une situation d'autant plus prbccupante, qu'eife 
@ h i d e  avec Be retrait des structures d'encadrrment ACQPAM qui risque de laisser vacante une place 
difficiIe B sccuper par tes mmres nationales." fnfi'mctures ~ m m u t & r e s  de Stockage Rgricode - 
I'-me I;SCOPAM dam le &mcllmcllne de3 fsanques C&r&d@res arr Burkina Faso, Niger. Senegai; 
133k2r9 Senegal, 1990. 

Bowd m irih-on gathered by the team during visits to Yatengs, Dedougou, Ouagadougou, 
Fada, mi Qya; see Annex 2a. 

'9 Interviewed by Kent in Niamy, Mober 4, 19%. 
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M is orue &at the CBs are new. It is also true that the proximate causes of poor performance Iie 

h paor management - poor decision makhg, inability to e adi t  sales of grain, and inability to 

prevent f& and loose use of money by C!B sficiials. But these problems have deep roots, beyond 

rmiutbnby simple a,- or more tmbirrg. The tact that financial performance worsens as a s  mature 

is one hint ofsh'fs. Also, afie kinds of management deficiencies that plague CBs clearly reflect more bask 

tiolnal problems, nrpWbly that cooperative management seems ill-suited to opmtions in grain 

. And &is wgg- the nature of the basic source of C5 &dues: &at rhe cereals marketing 

fundom hat have kri given to CBs are inappropriate fir wllecaive adan. They are better left to 

privae 2gera. 
I 

These are the issues we consides in the next chapter. 

' ,  ' 

, . 

I 
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-FlVE 

Q3REAL BANES ANXI VILLAGE ORGAIVIZATLQN I 1 4 
1 

A s e o o n d ~ & j ~ ~ C B s , i r x a d d ~ m m ~ e d ~ g d ~ ,  bdre 

s t r e n g r h e n i n g o f v i l 2 q e a ~ n a l ~ b y M d ' i n g ~ ~ e ~ e s a n d ~ .  This 

o b j ~ e b ~ f r a m e d i n ~ n o m i c ~ - a s a w a y t o ~ ~ h m e m w & ~ o f S c a l g a ~  

- but rather terms of sodqofitical dbjedves or pdemas. Tt repieus an ideo1@d 

c o o ~ v e  provisionofmral d c e s  is preferaMe to p i m e  or WiMaal: provi&a. Am-gm &i~ 

vim, m o s t v i l l a g e r s a r e 3 ~ ~ p r e p a r e d t o ~ & ~ v a a g a i n s t ~ d e ~  h 

govexnineat officials. -e or c o ~ ~ ~ e s  wilI mrrkrretherxd 

needed to remedy zhe f d m d  imbal- in power tiat now prevail. C o q e z h  qpmaches ate 

desWPe also because dhey are Wiwed to be more eqthble, and wiIl lead to a more humane 

t h a n o n e b a s d o n i d i ~ i s m a a d t 8 e r e i p o f ~ e ~  

Not all admates of cmpedve developmaat base their position on this so&d ar ideologi& 

peclspedive. ~ m e b a s e i t o n ~ ~ e # r o o ~ a d ~ e s .  GbeZKthespassity~fk-sbthd~rid 

c r e c l i t ~ ~ , t b r ~ e ,  coapr&besma.ybeeonsidetedasatr,s&il~;tnism~g.hwhis~ 

cbnnd mditorgrotrp I d @ .  Cmpmtives rrlapr atSO havea rotetoplay in inpPtsupplys 

p a c t i C p r I a r l y f ~ k ~ n ~ & e ~ d r ~ ~ ~ ~ ~ ~ ~ ~  manthem 
otl~andaewpriv;ttle~~iksarewtyetdeveloped, 

A d v ~ & ~ e ~ e s t e a d t r , b e s E r o n g ~ o f d b ~ , w h i & & q ~  

a s p ~ i y i m p a ~ i n s t r u x n e n t s f b r ~ ~ o f ~ e s p i r i t a n d ~ e ~ a  

at the village fed, 

Wks semd mjm &j&eofCBs then - &e dqiingoftht~e orgdsQtiondk manSe wd do- 

mre liZPE35 -- p t l y  afidy; - C I ] I E B ~ ~ ~ ~ &  # be helm k ampemtiwe 

d w d q m  & u t i t l P p d y M ~ a t t h e ~ ~ & ~ p o w m M M m , s ~ e  

c#C!Bs ia the 1980s deriva h m  the pmptbn in official circles that they 

o ~ s ~ m l o ~ z h t ~ o f ~ ~ i z a t i o r z ; f a v ~ g ~ a n d ~ ~ e ~ ~  
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y ~ ~ ~ p n & r ~ w ~ ~ r n  &miming in primary crop marketing and 

CO-ON TO SPRONGER VXUAGE COOPERA'HWS 

Haw aaccly an CBs amtchte rn the stmgtlzening of village ccmp~ves? Four major , 

f l~s~imbtgn by43 ahcatec pv idmg an Wty d which to organize, estahEshirng , 

a a a u i w i t y ~ ~  profits, sewing as a t h i n  ik training, and kmsfbnning v3tagers' 

main - &ten sole - ectmmic aaiviqr of I&! c?mpemhes. This folIows hitstow partmls; 
. m ~ i a ~ m c o l m t r i e s w ~ ~ i r a d m u c h ~ ~ o W e o f & q p i n g m ,  

and &is was pzaidady me fos "gt?auine'' coopm&es. msury donor staff and g0v-a sfficids 
bdkw W cereat banks o m  bapes fix revitatiig offiMp sponsored cocrpexatives and &r 

ttradedl&areap$te, 

and gtain mifts. ProfiEs are IWy eo streqghen cooper&= by allowing &em to improve sewices tu I 

L T h i ~ a p l a e a r s . ~ b e ~ y s b o r r g i a P J i r g ~ a n d B u r E i D a F a s o ,  wLeremayoffi&ds ! 
express strong concern abmt the mumpk des w--. This m m s  tftraugb c l d y  during 

"Projet de Rm-oa de I'Wce National des C&&les - 
& de P A W  rha Peugle, f 988, pp. 93-96. 



- h d v - & ~ m .  Osthew, a h  learn, a wide range of 

m = d  s W s  rdaW a0 grain marketing operations. %hest: skills may serve to make 

m b m t d m z .  F m y ,  sow? chewers argue that the CB d1 hdp mnskrm 

? a b g e r W &  tbem mure modem d sociany aware A mure *coop=ive spirit" 
136 c m s b e d  ma am% tfae uqgmbtkn. Ozre for example, says CBs vdf m&urm 

pd4em. ~ b a s i c ~ e s c r f C B s - ~ a r i s i a r a g e ,  
sad Sates oE gmk to viihgem - are bppmpriate for cotlective village 

profits for 



For these ressons, the Img- viabirity of CBs is doabrhl, except with ongoing dependence 

anlikely that CBs will be able to cumiime m the long- stmgttia of village c o o p d v s .  

ElighBislirdradrOC 

tb cereal prwhche Iwd far a m d x r  of different years, 

frwn bma hantest e hi@se%e faher rn dmml@cal~y by y-I.$ 





Divediedpri~mte ~beseadapteddothisgwdyearM yearvari&iility;they canshift 

balms jiVain sorage a Mher imvamam (say, cttment: marketing) arcording to prospects h r  

pdtabid'i. ~ ~ ~ ~ W ~ m t h e ~ y ~ i b a B y ~ ~ h w e o m ~ ' t h e y t ~ t 0  

~ ~ q W m & r a i n ~ ~ ~ k r r e m r n ~ a r e p t o & I n g o r n o t ~  Thistendency 

r r t a p ~ ~ t o t b e ~ 8 ' ~ o f t h e ~ t o d i v a s i f y t t l p i ~ ~ o d t r e t i n v ~ d u e ~  inexpefience* 

o r d a e t o d ~ t o ~ ~ i d y ~ i n @ y e a r s d a s p ~ ~ n i s I i k e l y m b e  

mipd%blr. h alay also be to the cambum- of CBs' wEIective mamgment - 
t W i r r m e I W y m  i 

I 
I 

btdings and sdhg p i n  is their I 
I 

mhmdWe9 BPlYftbeyseeitasrdreirr~1eba 

v c r y w ~ - ~ a f v e r ) r p o o t ~ ~ - - b ~ r i s ~ f b r ~ ~ .  Tkisiskmzmse 

Q t r ; * * ~ * ~ ~ d 6 r ; l a ~ . h a v e & r n ~ ~ a a d t h e y ~ d y ~ & a  

?kcC3ethcnse#nal isonaedi t  ~ Z ~ a r e ~ ~ y n o t r e p i d .  Kasecondbadyar 
~ W ~ ~ ~ ~ b . n a m e e v e n s l ' ~ ~ a ~ d ~ m h a v e t h e ~ o t a h .  

#,rqpyW&. 

~ h d t r a n l k ~ t b P s ~ m f ~ e a d e f i ~ ( ~ m d y ~ g )  

smxssbofgioodMWyecrrs, A ~ ~ n o g ' e i t f r e r ~ , b a d m ~ ~ g O O d y ~ t h r e a d ; e n s i t s  

~~ A s a ~ ~ ~ a r e ~ y ~ t o - & e v o W ~ a a d t i s k i n ~ o f ~ e S & e l * s & n  

m, y lmsmaeCBs are wbmbXeIto i x m m d y  paprts to set1 cerealson creditor 
t o j o ~ ~ g c a h a d t e r ~ ~ ,  ~ ~ n a l ~ r a g e m a k e s m r e s e n s e ~ a n o n -  

i m r m  for a flex&Ie rrader (miding very bad or goad years) than as the fitt-timc 

€or a fh@ mpimtive mpkaha 
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~ ~ t % e 8 d ~ ~ o C ~ h s p a t i a t & i ~ a n d i n c r e d i t o @ m h a v e  

MY mentioned- E n  spaW mi- rquins knohvldge of prices, market bebWrs, 

c m d W ~ ~  (credit, lmitsprt, otfrer bpuk)aad ~1'IsBed&arioas with other amm. 

N o n e o f t h k i s W j m b r : ~ i a ~ ~  

SpW arbikage also m@ns WII in eammies b- by large physid spa- s k p  

re%ionai- 
. . 

i n p r u d u d k n ~ p r i e e s , ~ ~ h ~ d o w s , ~ ~ ~ p ~ o r ~ ~ t l ~  

~ ~ , a a d s s u a n y ~ ~ o a  ~ a r e c o ~ o ~ ~ p u t i t p ~ m o n ~ *  
~ n ~ ~ i v e ~ ~ ~ e t h e o o ~ v i l l ~ 9 n d f l m ' b ' $ ~ i n d I ~ ,  The 

p r h a m t t . l ; d g h ~ y 1 1 ~ # e o f ~ ~ i s ~ t b e ~ .  

+ E m ~ a W - ~ n m , r e p ~ r a t e s m W y m k - h r ~ b -  
vipbgcs regard &em as sacid weIfke qeacies aed sami031~  are d d  for defblt;. 

and 

a ~ w 3 a o ~ ~ E o s n r e q u ~ c a t r ~ ~ y o n t h e ~ y  

~ j ~ ~ ~ ~ ~ ~ f ~ ~ t h e p o a r d t f r e b f i u ~ .  

a d  

&a aopmive tkre am fbw r~~ tb W i e  tbt a CB eonunittee could 



ikns  are nsdIy able to make #&ex decisions than cooperative bodies. This 
is of awnse more so ~ p r i v a m e ~ o ~ ~ ~  that are iadividuaIly m, In cereaIs markets, 
in which prices are constdy sWhg7 condiins vary in difkent parts of the m~mtry, 
d i n f o r m a t i o n c o s s m ~ q U i ~ o f d & o n i s a ~ ~  

a heeabm & " ' ' -'on aad effective inhcmion gathering are greater tbr 
~~ ard gmasfrar kdbiduals mmghg their own muney than fir a committee 
naemhar who is managing hmrmded,  cqerativdy owned money; 

* Private tracks am likely to b v e  Ionger arading eqmieuce and Wet infbrmation 
nerwmr]cF than cummiwe ma;,cas; 

w &if+snp~opeb traders do not have prkipl-agent problems, or at least have f;K fewer 
than kWs &agents, In ~~, there is no embezzlement problem, whether of 
the whXde kist or in cheating on prices said to be paid to pucbase grain, anw,up~d 

s p o ~ ~ ~ s 0 0 x ~ ; d  

a TIM point attout  sod^ pasacs is wo* repeating: a cooperativeiy rim village , 

entq&e is msch more smce@'bIe to pressures to make business decisions based on 
imh&ess c r k b  - lending at pol i id  p- for example. 

Cm trddq msak tk mmqpmed problem? More training and closer supervision are ; 

~ ~ ~ e d a s ~ t o t h e ~ ~ t h a t a f n i ~ C B s a n d k e a t e n t h e i t . s u n r i v a l .  , 

Ail p m d q  a.gmcies now raqpize dm simple provision of a rmlving fund and a warehouse is nonot 

mmgb ensate CB smcces. Most ttxpriaced donor agency representatives EdmiIiar with CBs now , 

caPdder that some five years of ltraiaing aad supemision is necessary before sponsoring agencies can : 

, WWNWW witit m f e  eqecathn that IocaZ management capacity is strong enough to assure d v a l ,  
I 
I 

I 
I 

! 
i Tb& W D ~  twa dmwatio~. F i  the rraining and ll~~nlto~ing in question costs ~ 3 1 1 8 ~  - st 
I 
I great deat of mrey per CB or pet ton of grain M e d  by the CIBs. It greatIy increases the subsidy , 

I 
! asclessarg to aabt'is$ a CB. Outside donors may wWi@y bear these kinds of costs - for example the 
I 

i mab&mme of 8 v&dmw extension team fir five years. Bat it is exceedingly unlikely that local. 

bdge$s d d  srrpport these costs in the frrtur;e. And even if the budget burden a d d  b taken over, the 

qaniabnal raphmem of mahmhbg such an extension e o n  exceed capacities ! M y  to be 
I 

i 
I The qmtim has also to be asked: would allocation of local resources to these en& represent ' 

i 
i 
l 

a wise Mi uf prioriaies? M a y  vibges are already saved by private marketing services: aa$ the 



In addition, the 110th W the mamgement deficiencies underfined here can be reduced 

d s t d d i y  by mhhg of village committee members seems wildly optimistic. F i  of all, as noted 

above, the k i d s  of xmagemmt probfem at issue are inhereat in wllective leadership and not just a 

matter of lack of hmw-how. 

Moreover, the CB canmt be eqaaed to benetit from accumulated management ampetmce, nor 

assure oomimzi~ of leadership. The kind of training they receive is not organization specific: they learn 

the way to d d  with c o ~ e r s ,  prim& traders, and truckers; the way to maintain accounts; and tbe way 

to eo-1 and motivate workers. These kinds of skills can be used outside the CB at least as readily as 

inside* 

At the same time, €3 Ieadership receives litde or no pay. They can pat their CB-acquired human 

capcapit& to work oaside the CB more prsfitab2y t b u  inside it. This practically guarantees high tmtuvec 

of competent a d  trained leademhip. Mot% pay to conunhte members might slow this leakage, but 

af%d&Pi issues arise, as we41 as d~d1enges to the essence of cooperative action, and the relative 

rewads &Ie inside awt uutside the CB will nonetheless f8vor movement of managers from CEs to 

SeEanse of the above probIem, the long- viability of CBs is doubthi, a conclusion borne 

out by their poor track record, 'Ihis stmgthens our conclpsions that cereal banks annot strengtherr 

c o w  orpbtknd capacity. C8s almost never gaimi& a profit to be i a v d  m other 

communityactivities6and,~~theyfaiE,itisW.~~~eehowCBS~imbuildaommUnayspiritor 

"ttansfima ~ s t i e s "  in a positive direction. If villagers are to o r g a b  coopmtivety, success is more 

Iikely if they organize arormd acthities that are properly the domain of collective Won and nos of 
individual ~ e g z e n ~ p  or management Targets fbr coIfedive a d d q  need to be cardidly sdected, 

They shwld b e  -CS that clearly justify joins action - in terms d sde, externalities, public 

goods &mz&fi&cs- To choose wrongly, to go down the wrong 

Although oaasiodIy a CB CO- will raid its rwdviug h d  (not its profits) t~ hance a 
oommunity %chooi, mosque, or d l .  



One such negative consequence is the poteatid damage dune to the deveiopment of the private 

trading seaor. The problem k that promtion of CBs can lead m d s a m a E q  " . .  policies againsR the 

private tradez- Most analysaof ma&e&ig system in the Sahel agree tbiaaiqiaition between matkeSing 

ageas is a positive phe~)-n can support pmdueer prices (mpe&&n to buy mp), n a d n  

Corwrmet prices ( m n  to sea cmps), and keep illmmbq mrghs low. S ~ O I I S  imrohriag 

r m m m  cmmptbg agents am zmidly desirable. It does not a d y  follow, ho-, that the 

~ f d o n a f C B s i s ~ p o I i c y ~ ~ ~ m c l r e m a r ' r e t i n g ~ ~ b ~ e s i n g a n d t h a s i n ~  

competitioe Or *the more the merrier," as one USAID official eqmwed it. 

This displacema p h ~ ~  has 1on.g beea a oonsgn of donors when d i s d g  

tk sobsid'ized sales of c a d s  by axeah offices. Gagmn (1988), for example, d e s d x s  h m  SUM 
sales by Mali's grain board @PAM) are a brake on the devdopment oftbe p r M e  cereals trade in deficit 

La pmbace de sucks publics aa niveau des &* de cede enmtient I'hdarde 
~ l e s ~ ~ ~ c o ~ ~ ~ l e r n g & o ~ ~ ~ a r t x ~ o a s d e  
1'-n I d e .  La d e b  de d&!mAer w repose pas toujam srar uple 
cmdssmz ad@me dzi mardx?. Cetb bcetimle permam& dtsshcb les 

mm~fgver Jews gtopres m&. . . . L"h&wntion de B'OPAM h prix 
*e&, . . o'a n'w pour inciter ert2im dW p&& a drsrair dm 
a m m x ~ d e c W a i e s ,  & 1 l a e p e r r t v o a l i o i a ~ m p e p ~ 1 ~ ~ ~ p ~ m  
tammeme @v6 des cMdes d 7 ~  part, d k - avec des pix 
&dm&,  d9autre pwL7 

A s i m i l a r - ~ r n a d e w  b*: their mie in grain storage and bdow-nudcet 

pricing is male possible by suaSidS.esto capita?, mmgement, warehoasbg, or transportation. Moreover, 

q~~simymstwksa pri- b i r d y  h m  gov-ent grain offices, and there are 



amnmms gmpmds fbr the building of privileged relations between ClBs and the amti offices.g If the 

presence of ~ ~ ~ b s ' i i  €33 sales dispiaces p m d  tsading from a village (or discourages them h m  

AMMI@ private traders may ev-ly EE&EII to serve such a village, they will have fast time in 

I Poliid int.emdns, In rn cass in a d  Niger, the authors encomemi 
s h a h i s  where r b  l d  politid aathcm%es, h response to requests by CB leaders, 
~ ~ ~ m ~ ~ p u ~ ~ ~ f g r a i n d n t i n g ~ w h ~ ~  barkare 
pdmiig (m protect &em f a r n  C O ~ Q ) ;  

speciat m ' ' e "set asides' at CBs and vilIage group in govemme~ grab 
g?wchws wge€, Chad), and privi.i@ access to cerds  offices' gmin sales; 

dr ZXaasma a d  vdal  &use. Anti-prht&der sentiment is petv;ts~e among cereal ~~. ~ ~ ~ i o n a g e a t s ~ y ~ ~ t o m ~ a s  
"spcukmr~," *usmm,' and 'magguts' (wets:), and d k o m g e  f%mers h m  d & i  
Widpdw&L9 

omcmqm privabe t dea ,  and only occasionally b e  led tu their displacemeat, Noneheless, it is 

a ~ M i b a i l o v , k ~ i e , p r o p o s e s ~ C B s b ~ p & ~ a c c e s s & C S A ~ b i n  
Sene@: 7 a l e s t - d b g u e t e s B . C . ~ e n u ) a e s ~ I ~ d f i c ~ s . ,  .aude*n 
g&&de tout r&em de B.C. qui en fmit la demimde, aie la Wt6 de s'qptovkknner auprb du CSA 
e n p r i s ~ = l e s ~ m ~ ~ ~ & 9 l r p r i x o f f i c i e l , , .  ." f e t ~ ~ d e ~ s i o n d e b ~  
en ,?~S&&M Rumh, w b & m p s  & G ? ? ~ ,  drafk, FAO, Dakar, Seam, 1987. 





FWD S E m 3  N m G M m m ,  
m - B w  

One of the most wmnly expressed o b ~ v e s  of cereal amL programs is mEood se-cmiQ.' me 
concept is elwive. The 1989 World h n k  report, F d  Sew in Afiico5 sets QEZ one broad d-m: 

the assmmce that people have the rood they Eeed. Falling within this broad umbrella are the many, 
' c0mmonly dm aspects of iimd s e d t y ,  incrud8ag: 

t 

In-ed domestic production of food; 

@ Increased foreign exchange earnings (usually through itwxmed. noafoad ~qorts) ,  which 
allow greater rn ianpom; 

I 

(. Lower &mi prices through improved amspoFt, more competitive marketing, and other 
impmveglen~s in food system efficiency; a d  I 

Awss to gee or subsidized foOd aid when dipsable h a m a  fall or produlion fails. 

I 

In l i  of the broad and diverse meanings given to "food secrcxity" in g e n d  discussions, it is 

mt sargrkiig&atthe c o q t  is not well defined in West Afkiean food policy statmeats. Wr exmple, 

the 19% bmd Wle on Cereal Banks in Niger fists 'food security" as a major CB objectivet aad I 

aefina it as 'hcilitlting tbe food supply of peasmts by plming cereals ax the riUage levd . . . (w that) 

incaseofanemagency, & e ~ c o ~ & e t h s t d o c L m m e d ~ n e e d s a m i l e ~ e y a &  

P e  aid.' In me same document, the foOa security objective of CBs is defined as altowing mral I 

consumers to have ams tO cereal stmh at *rssoaable prices. "I 
I 

RULE OF cEREALs BOARDS rn lFOOD saICW&"YY 

I 

Fa many years, national boar& - fa example CSA in Senegal, OPAM in Maili, 

OFNACER in Wlrkiiq OWN in Niger - were impomnt acton in Sabelian caeals makm. They hsd 



lare time d a d e s ,  mwhere. did SBue 'boards 

in line with their objectives. They haght m m  &an 2 4  ' 

w u & n ,  && "ofEcidR prices were respected in the lnarketpla;cev and 

Must ofthese ageaciw h w ~  

They have kgdy &&an& &$kg set official producer prices rand t~ m p r t  these a& fix&. ' , 

h u g b  fhek buying am3 &ling activities. Thus, they we rn bag= 

i30 a new, mre IMW mb. 
em- of aageaaw Ok d~f smcb 

p q t e *  b$e& mrae  ' 
t 

on &is isme has always 

far eampIq h m  Ig mu@ 12[r,m Itom ta 80,000 tons; W k Mdi 'by roughly s i m k  

d ~ I W X ~ ~ I O ?  R L ~  bye r&&from&&M& : 

levels of tlhe mid-f 980s. 





~ z ~ e r l l o ~ S o a ~ ~ ~ ~  in m a y  parts of the reszrl Salhe1. However, our , 

i r w ~ ~ ~ ~ ~ i s g l y ~ t h a t ~ , ; l s ~ ~ ~ ~ e o E l y c o l l c e i v e d ~ n m , ~ n d a n ,  

saDckmmgemenk M E a s e E u r i t y d u e ~ o ~ @ o r ~ ~ e e s  

a & k d b y & a - .  of these are well Laown. Some are being 



~ , ~ ~ t f r e ~ a f ~ ~ f ~ a i o n a r d ~ ~ ~ n a d i ~ ~ B o r d e r s ~  

I 
*-good, l h e g e ~ 1 e a a e i n v a r i 0 ~ ~ * n a I ~ ~ c h a s ~ o f ( I E A o a n d  

I -WAS; they d to be seriosrsIy This would imFotve: 
I 

* I)iing.tBe- (and i ~ e l y i n ~ ~ e ) k r m a I  b ~ ~ b o ~ n s z E W ~ ~ c a a  
-% 

+ A v i ~ m a r l ~ o ~ ~ u n p ~ c e s a n d ~ ~ ~ ~ ~ ' b u t e t e t f i e h i g h ~  
ofcmssbdertradeaadaiarrspon T h e s e ~ ~ w o n l d ~ o n ( 1 ) ~ t h e  
p-nse ofternpotaty border dosufes and speci;il tecarporary 'szp&argeS'@ and taxes, 

dimha&@ the R m d  a h f c m a l  lamias mnsistbq of roadside hamsmm and 
~ b y ~ " s a v i c e s a i n e a c k c o u a t r y ; a a d  

* ~ ~ ~ ~ ~ o f ~ b r o n g ~ p r i v a t e ~ l ~ a a o s s b o r d ~ , ~ ~ ~  
; a o o g ~ # ) i t h ~ l i o s , ~ & a r i U d i r s t l y ~ ~ ~ a , ~ l c n a s e d M ~ / i n t b s  
Saheb. 'Fhe mbre M@y bdoped, and hence nuwe reqmnsive, the trade links berwewr 
Wneab1e~~aadtheneare@uctived~andports,&e:1essndth~b 
*emeqpq-.3 

I 

An equally &tical need is fi,r contimed @ m v m  in the public secaor's capacity to i d  
I 

= ~ p U ~ t a ~ m p  T'hmjored mdude the fi110hg: 
I 
I 

I *  idat at ion and hstiWnati;Eation of the various early warning systems recendy put in 
I place thmghathe re@n &rough donor project W i g ,  
i 
I Contime dkts to reduce delivery time betwee31 ports and vdnerable zones; 
I 

I 

I Chation of a cab emergency fbnd to allow com& p m b b e s  of grain, since these can 
b e ~ ~ t h e s p b t m c h ~ ~ c k t y t h a a o f f i c l a l f b o d a i d t - t w o ~ l l ~ ~ a s c o ~ e d ~ a s  
mu&mM&forM&d;and 

The Club du Sahel and CILSS have f d y  undatakea d a e d  studies d the nature and extent 
of current West Afkican trade and barriers to its expansion. 

I 





. 8 ExlMMmY AND cuxa 

1.. ~ n & m a g h ~ r m r f s u l t d h & n o f ~  ~ b s ~ e p o p u t a r i n t h e S a h e I  

s n C r r : ~ ~ 1 9 7 & ~ ~ ~ ~ o f b & ' n a s g r c r m ~ d y .  T'o~begree,~ 

a b e  €0 and dm~tlt reticenre; ";, 1: maxket fimxs cmptetdy cone01 

c e r e & s ~ ; ~ a o e : s e a r ~ & ~ a ~  grain tders, who are widely dismsted. 

2. ~ a B j ~ ~ ~ b a n E s c a n t r e g r o ~ i n t D ~ c a t ~ r i ~ : ( ~ ~ ~ p m ~ i d e c h ~ ~  

hmx mskaiag W e t s  &ati tIase cummdy mihb1e thmgh private trades, (2) so streq&en village 
9 . -  ~ d ~ ~ e s p ~ a a v I ~ ~ t a ~ a s ~ c z y ~ ~ ~ ~ b ~ r c r i s k s ' ~ o ~ ~  

3. The of this has bem &voted to exploring &e first of these ot,j&s. Our frtlst 

k d b a t ~ u f t b e ~ ~ t & ~ s g o e a s n r t i ~  f ~ t h e i n v o l v e n w n t o f ~  

are d ~ ~ ~ ~ d  and empkically we& Private cereal 
~ y ~ m a s p a I y ~ i a ~ ~ g f a n c t 0 1 ~ ~ a n d t h d r e ~ ~ a n d d o n o t , r ~  

"excess" pmfb a ;k m g u k  Ws. The maghs tbt tbq? earn are j p d l y  justifled by high capital 

kiss  skks ~ i ? h e c g ~ e u f ~  &%&ragei, higkitmnspa~onand labor casts Cmtkiecikie 

cS: spatial &itrap), aad default casts fm the case of& Idhg). 

4. ~ ~ p r o f i l r ~ a r e d l y K i n , ~ a a E a W e r & ~ c r r % o w ~ r s p d a  

on t zmminab1e basis onIy if %hey bye loit~er emncmic (a real) &a13 private Wm -- other 

wordsj ate mom &iemt service providers, We have in dhs repa &at they are less eflidmt b 
their use of &an p r h e  trades, but can be said b bve  kwer real axas nonetbeless, in a 

specid sense. Si they are a mapet fbr foreign aid, which otbrzrwise wwId probabIy not come to the 

~ h ~ ~ ~ t h e o p p c ~ ~ o f ~ e c a p i ~ t h e y ~ ~ ~ b e s ~ d t o k f o w .  

5. This popom *odd mt be pushed too .f;tr. 'iEe mrtunity cost of dumpmvidsd capitat may be 
Iuw in an ~~ itz whi& aid money is plenrifd and acceptable projects fw, but it can be high if 

financing order projects is sacrificed to Nod a. Also, wpm subsidies or gra& to CBs Br grain 

storage may hive sijpifbmt opprtuniq costs if profitable dtamtive bve~amems (in, say, a n W  



~ ~ ~ ~ i s ~ t h e r e i s w r d o u b t t b C B s i r a v e ~ d u u s  

over private trades, 'because of the 1- smbsidies they receive, 

fkee - brick mortat by aid agencies, labor by village 

as a gift ar at rmmch M o w  mark= intens rates; and volunteer labor 

prices. For spatial arb- xmspa is o b  given by sponsu~g 

and m e  gwernme~rrts provide fire trab&g, supervision, 

& M m o ~ .  

7. "me iiwa&aWq orF s~b5Id'i au3 tile ewloqmera by dmfs and goy-- that they 

d m  explain %e existen5ce of ereid banks. CBs are not autbentic grassmos institutions. %en 

3d~kkm villages do m set up these types of collective marketing o r ~ o n s .  

are f &y a qu&m of whea and where suwdies are jwtEed. Based an d e t  &Iwe 

* A a - M = ( a a t h a n a s ~ ~ c t r r r a l b h e r ) i s k e e l p i n g p n e b r a d e r s ; t i o m  
swing an bkmd vihp. Here, Qe CB may be able m break Wi ban+= by demns-g 
&a it is pot&bIte, te supply such a market and d l  coyer costs. The (XIS' firnction need unIy 
bemqmraqf. W e M i e v e ~ ~ c e s s f t h i s a r e a t s o  me; and 

* A nuaS capital mark& fhiiure is Mocking iatwrmeciiion of* beeween I d e m  with iw 
qpmux&y corn and boarcwvexs with i6gh-retm-n '~mresment possibilities, possibly due to 
~ i r n o o ~ ~  h ~ s c e ~ & e p r o ~ i o n ~ s ~ ~ d i z e d c a g i a a t m ~  
dgkt &id&. It sltaoatld be noted, bwever, ?.bat &is is a thirdd- solution, A fht-lmt 
m f d a  wudd be to sack die Muart disecdy by working to est2tbIish ax to strengthen 
bmkbg rmcbdsm !hat lsrigbt d & i y  m e  cBien@, A m n d ) e s t  sdution would 
be to chamel sz fbs i8 i  capital to both CBS and individual traders, b avoid distorting 
rnmpe.&iun between the two. 



a ~ ~ ~ ~ # c o v e r ~ c o s ~ .  * r ] h e i r l d o f a & i q d ~ a s ; t h e y ~ .  They 

cefre9scras.fi#tbk. E i m , t Z 1 ~ ~ ~ j i n h d y s a r i s k y o r ~ e d o n e s o m ~ & ~ e e @ c i e n b y  

I 
-ty prisF;ae teak that i ! h d a l  viability and e v a  sltrvival are unlikely for rmrst CBs, despie 

I -Secorib, YXdMing inwr1ve pfobl- OfrnaLMg- and control d m  

, 2re 

12. ~ o f r d n e i r  tO w-y d S i  alnd the ptabIems of mauagemmt and warof 
outbed in C"hspter Fwe, Q3s b e  diffiarfty in meeting sodd gods such as strengthening village - 
caopdlmm p r o d m  fimi otha mltectiw projects. 

13, A s ~ ~ e ~ ~ ~ s ~ p l a y s o m e f o o d ~ r d e - p s o v i d ~ n g f r e e f o o d m  

who C$M6t dbrd to lrrty food ddngaisis shzitbm. Giveaways, however, enail d q i m I W o n  

pd Ihe ~ ~ ~ L I  d the C W ~  bank. Outside doo~rs would regularly be quired u, 

&-, botcbirprrss~trtbsp~1mofmwrl hpydby e n m a g m s C B  to give 



away ifF i b d  h sxmdsis skitimas. Ch the other ham4 if crises are to k declared and giveaways are 

t o ~ ~ ~ ~ a g e n ~ C B s B ~ s e & ~ a p p t ~ a s i a d ~ ~ s e f f - ~ ~ a n s , a n d  

a ~ ~ B W X # ~ C  Iqer  bmrnes newssay fbr info-on gathering, ooordimsion, and 

A d a t ,  mscdng and empirical evidence suggest tbat QBs are based not oa sound ecr,nomics and 

i hnce amti rapire wing aad suls tdd  subsidies. Under certain chamstam, subsidies can 

bejmtifid abe CB track reed, however, indicates that sPbsidization is c r h g  institutions that are 

pnsrrsl ' bk in $he mredhrm # long term. lkis cwdusion is not slaptis'ing, given h e  Mure rates of 

~ ~ ~ ~ ~ r e g ~ ~ e p ~ ~ e l i a n g r a i n t r a d e r w i t h c o o p & e ,  coflectivist,andscatist 

Euhs&ed to replace private traders are I e s ~  appropriate and less M y  to 

sw!e& h brrg nm are investments? intended to filitate genuine private trading 

~ , ~ ~ n U l r t l r a a d ~ ~ ~ ~ ~ l n a ~ k e t ~ ~ ~ o n ~ , ~ ~ ~ ~  

m!s@k%h g7ain m m m m t  emtrols, and suppwt for the development of WtPtfsns, aad 



~ O D U C T ] [ O N  TO TEE ANNEXES 

T h e ~ f t m a m e x e s c m s i s t o f ~ n o t e s o n ~  b&,pfivategminnading,and 
; g o v ~ g t a i a ~ ~ t h e . f h r a r a n m a K s v i s ~ d ~ t f t i s S t n d y :  S ~ , B u p k i n a F a s ~ , C h a d ,  
and W i .  These notes are not cxmpmhaive; they simply provide background ba on on the 
=eai b& in each amtry,  &en &ws dared issues, ~~y she ~o~ between CBs and 
prhte grain &adas. FoI10wHtg a d z  dkzssion, a conmry-spe&c bibliography is presented, 

Ahmst alf azwl bank studies are cwnh.y spe&c, the d i e  exception being &e FAO's 1990 
d y  E- LZes Bmqia de C i H t z k  mr M. Annex 6 pruvides a bibliography of the few 
dti-  SJ&S of meai h k s ,  plus studies on Mali - a Sahelb cormtry that was not studied 
B i r d y k e ~ .  

Amex 5 provides d-om of potenrid reams to speculative storage in 13 nvat SAdian 
matltas, 



Some 570 =pi& *banks have ken created in Senegal by an assoment of NGOs and 
ktenmtkdy ~ ~ p r o j ~ -  Since the Senegalese CBs appeared in 19W, their numbers have 
bmeased rapidly, amasthg &e amntio~t of the Senegalese gov-ent and many intdonal donors. 
Xn Nmedm 1989, a seminar in D&ar bfougb~ togaher the comrry's CB promoters to exchange 
experiences, discus pnogmm mwdirdi~n, and @ore Pfie possible use ofcounterpmbds to pmmte 
deceatdized g r i h  through cereal banks. The psibHity of promoting trade beoween CBs in 
deficit and S t q I U s  20ws was disaxssed, 

TWO m&wortHy reports have been w r h n  on Senegal's CBs, The first was campfeted in A@ I 

1990 by mchok Geqdy Pbr the FA0 (as part of a Saki-wide study), and the second was finished in 
A- 1% by Senegal's Food Security C o e i o n  (C.S.A.).' These: reports desmi  and analyze 
dl ofthe major cad banis programs in the country- Their results are summahd here and a few issues 
are M@ight& notably Close of viablity aad the rehionship between Clk and private traders. 

QVERViEW 

The operatkg procedures of Senegal's cereal banks vary sliitly h r n  progmn tr, program- Most 
C3s are based on the * ~ r c a l a  model - that is, they buy grain in the we, store it, then sell it back 
to m e m k s  a& wcbw-maket rates during !he lean season. CBs in highly deficit areas such as Louga 
purchase cat?& &om ouQide the area then re-sdl them in the village. Interestingly, many Senegalese 
(3% use their re v:Iving funds to finance trading opemiom in mn-1d cereal praduds, such as peanuts 
and imported &a. '$4- C8s seem t6 have received .their revolving funds as g r a m  from donor agencies, 
dthmgh many aka received their fnnds as loans. 

Geographically, Senegal's a s  are 6 1  d&tfi%uted amss the country. The table presented below 
from the t990 FA0 report is not fully u3p to date, but nonetheless provides a rtsefitl overview: 

F a  tzitatios in Annex Ic: S e a  Bibliography. A third report on Senegal's CBs - by Serge 
MihaiZov fur the FA0 (1987) - is less precise and less usefuf, 



ANNEX TABLE 1.1 

Promoter/Financies Hmr&e.r Number in Quantity Type  of zone 
of CBs operation stocked [ T )  

Catholic Relief 250 30 300 varied 

FIDB/SODEPA 82 15 25 vmied 

BIT JAeOPlW 41 4 1  900 (1988) deficit 

USE/PIP 41 4 1  1500 deficit 

surplus 

Church World Services 14 14 417 (1989) def i c i t  

ARAPjADmt 10 10 75 surplus , . 

surplus ,, . . , 

filrrison Familiales 20 20 (? )  160 ( 2 )  varied 

Diverse 
{06SAB* AFVP, DGAS..) 35 35 (3) varied - ----- ------ 
Total 529 242 4,000 

Soutea: FAO, 1990. Note that the total  figures of 529 and 242 Cbs and 4,600 
tune were corrected in the C-S.A. report to be 571 and 366 CBs and 2,170 tons. 
Acronyms are in  Freack. 

S i n e  dmst dl of Senegal's Cbs were created wiWi the past five years and are still receiving 
outside support, it is dEcult  to assess their long-term viability as independent institutions. However, 
several reasons to be skepticai 4 v e  already emerged, based on the findings of C.S.A.: 

Of the 571 cerd banks identified in the 1989 CSA study, only 366 (64%) are considered 
" o w o n a I "  - that is maintaining some comerciaf activity. 

Only 151 (26%) maimain revolving funds of over 500,000 FCFA - enough money to buy 
roughly 78 sacks of p i n .  

tons, ody 2, 170 tons (10%) were used in 



8 1 

mere are various qlzmatio11~ fbr these figures- 

F i  many CBs never received a revolving fund (either an initial gift or loan of grain or money). 
These m~fhndd CBs generally have Wed to operate as cereals b i d s -  Of the 250 CBs organized by 
CRS, lrhe 164 whicb did not receive a revolving h d  stored an average of less &an 5 sacs of grain per 
year in 5OO-sac cap* mr&o-. Nan-Wed SODEVA cereal banks are &so repoad to have 
no or mbimd aaiv*. CaUs for viilagers to vclmtady dome grain to m&te revolving h d s  
g e  J have rned." 

I 

Seami, ofthe CBs which did receive revolving funds, a large percentage have seen the size of 
their hixis dimhi& over time. ' h o  programs for which reliable figures are available - CRS and CWS 
- have ~~ an overall ddiine in the value of their CBs' asses (-72 and -24% respectivelfl- 
Over the past two yeas, 13 of CWSs 14 C B  lm money, two became of intend thefts and the rest due 
to sales and mmgmem gmblem, BRJACOfgAWs cereal basks also are reported to have suffered 
se&m deterioration of their working capital since start-up. 

Third, embezzlement aab cormpt manapemem pose real threats t~ viability. Members of 
management wmmiaw have been accused of the& in the BITMCOPAM, CRS, and CWS p r o m .  
In t& Lou- ar* &is has Been identified as a major cause fbr a high Mure rate - roughly half of I 

ACQPAWs a s  are reported closed due to immd in& mansf poor management. Of CWS's 14 bruaks, 
5 hiwe suffered h m  intemd embezzlements over the past two years. These CBs were closely supervised 
by the ACOPAM and CWS Beld one must assume &at CBs which receive very Iide supervision 
(swb as the IJWP banks) are even more smscqtile to embezzlement probIems. 

CEREAL 3-, PRIVATE TRADERS, AND 
SENw~mwmMARgETS 

In Sen@, as in the other countries of the region, the notion persists that private traders exploit 
villagets by paying extremely low prices for their cereals at harvest t h e  and selling cereals at excessivdy 
high prices during the h g r y  season, thereby reaping large profits. The market is believed to be non- 
competitive and xmfkk. This assumption, widely herd by many SenegaIese policy-makers for a number 
of yeas, has been 4 in the past to justify heavy government intemention in the grain W e ,  (since 

& 

The i k t  that cereal banks only seean to operate when outside capital is available reinforces our 
notion that s u b s X d  capital is the key to u n d ~ d i m g  the economics of cereal banks. While viikgers 
are unuriliing m invest their own grain or m e y  in cooperative storage, (because their own money 
pmbabiy be isvested in more profitable endwors), they are more than willing to invest a donor 
agency's money in grain -rag% becam they know that this is a condition to obtaining the grant or low- 
interest loan in the first place. Access to subsidized capital, not some notion of community togetherness, 
is &fie reason &at villagers form cemd banks. 

figure i s  based on October 30, 19%) database printout, CWS dam are based on representative's 
1990 me.nmrandum. 
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ANNEX TABLE 5-12 

MATAMAYE, N]EGER(RmAL) - lmELR 
@ 

mest: Nw, Jk Jan) 

ANNEX TABLE 5.13 
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