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I. INTRCRUCTION

The following report is based on an 2xamination of OFNACER's*

activities that was done in June, Juiy, and August of 1i981. The
primary purvose of the study was to assist CENACER in determining
where to construct several medium-sized warehouses that would be
used in its marketing activities. Specificaily, these warehouses
were to ve used as grain tuying centers and grain retailing outlets

in several small towns throughout the cecuntry. In the examination

of the activitiss of OFNACER in 30 small towns, it was found that _

it was virtually impossible to justify the construction cf these

units or econemic considerations. Therefore, a amore wide-ranging

review of OFNACER's activities arnd programs was done in an effort
to determine if the construction of these individual units could

e justified from a mcre global view o CFNACER's activi

ct
[
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wv)

de report, thersfore, touches on several subjects related to ths

overali national grain market in Upper Volta.
The report is not intended to be a definitive study o
OFNACER or the national graia aarket. Rather,

look at specific aspects of the grain market and the rols of

OFNACEZR in that market. The report i3 liww.ted due to the unavail-

apility o information and data and, therefove

, iy conclusions

¥, the repocrt will raise issues for debate




and further study that will enablie OFNACER and the Goverament of

Uprer Volta to formulate policy relative to the grain market that

will help assure steady grain suppiies Zor all areas of the country

at a reasonable cost.

we wish to thank the Director of OFNACER and nis o

rh
b

ficars,

[{

as well as the many OFNACER employees who aided in the study. We

also wish tc thank the many Voltaique officiais of o:her ageaciss,

ORD's, and administration who provided information throughout

the country. Few are quoted directly, but the views of many

helped formulate 2 more complete view of the national grain market.
In addition, suppert and assistance from USAID was invaluable,

assistance from other national and multilateral aid agencies
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II. FINDINGS AND RECOMMENDATICNS

—
1
-

he limited evidence avail .bie indicates that OFNACER has
litele, if any, impact cn consumer grain prices. OFNACER's
retail grain sales are sporadic, and do not take due concern

of actual costs and market conditions. OFNACER may be creating
distortiouss in the market that will have negative effects on

normal distribution and price stabilization systems.

Recommendation: OFNACER should discontinue overations in

the retail grain trade. ~Nholesalis grain trade or the utili-

8]

ation of iicensed merchants should be instituted.

There is limited evidence to support the claim that intra-
annual price fluctuacions ars abnormal and that excessiva

price gouging is occurring. It aprears that high price
fluctuaticns between harvests are the ra2sult of aornal marketing

nd storage

»
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and limited suppliss.

Recommendation: OFNACER should discontinue its differentistion

cetween stablization and security stocks. All stocks shc

(@)
<
H
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be released on the market by 2 set formula tha

account the actual storage and

Q

Covernment iInconsistencies in marketing policy over the past
¥ears propaoly disterts the market. Merchants, nct sure

what direction government policy or orice =nforcement

rI.1
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take, demand higher than normal prefits to ccover the risks

inherent in an iInconsistent atmosphere.

Recommendacion: OFNACER should restrict its activities +o

ouying surplus grain in high production years an: teleasing
that grain according to "trigger prices" and to ; indling

imported grain ani food aid.

An atmosphere of antagenism between SFNACER and trivate grain
traders 2xists. This relationship does not permit a climate

in which the marXet can be understocd,and cohersnt marketing

‘policies foraulated.

Recommendaticn: OFNACER should establish policy that permits

free movement of grajin merchants and ccoperates with them to

encourage producers and improve distribution.

The gevernment’s knowlsdge of the grain marke:

lacking coherent markscting policies; marks:ting structures
and pricss are being established without an understanding of

Recommendation: OFNACER estzblish a research and infcrmation

section to undertaxe research on the grain market, and to

collect data affecting that amarket. OFNACER, in conjunction
with cther government and private agencies, should review
studiss that have been done and determine what Surther re-

search is n2cessary to more fully understand the market.

Of particular importancs is information on the organization



and behavior cf the private grain trade, the extent and
position ci grain stocks, the production and sales positions

of producers, and the benavior of consumers.

OFNACER is attempting to establish a national network for

gTain marketing. This program would establish a permanent
infrastructure for buying and retailing grain. This infra-
structure would be costly to maintain and operate. Information

on the market is inadequate for basing such a policy decision.

xecommendation: OFNACER should 2xplore the various options

available that would limit the commitment to long-term ex-
penses until information is available upon which to base

these decisions.

available options include:
. Using contract merchants in the small towns

through whom grain can be retaileg.

. Using mobile marketing technigues tc market

3
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on the periodic markets, i.s., sell off

the back of a3 truck.

. Using wholesale marXeting from the existing CDG

Warencuses.,

[4)]
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2blishiag long-term nar agre2ments
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h private merchants that
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to develop storage, transport, and recailin

0

facilities.
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. Using part of the AID counterpart funds to help
strengthen the private grain trade, possibly in
conjunction with the Natiomal Development Bank.
Possibiiities include grain storage contracts with
merchants under approved warchousing and long-term

transport contracts.

. increasing on-farm and in-village grain stccks
through technical assistance and loans to farmers

or groups such as cereals banks.

Price and market policies do not appear to be formulated in
relationsaip to the economic foundations of QOFNACER's man-

dated cbjectives.

—i.

Recommendation: Formulas should be established under which

OFNACZR can set prices and direct market volumes. Once formulas

are set, operational functions should be independent of other

gcvernment authority.

resently, OFNACER speratss ircom large infusions of

fL
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grain and Iinancisl a2id. Its pricing structure dictates that

it will continue to functicn only if that aid continues, or
iZ the government accepts the financial obligations inherant
in the present price structure.

ST 2xtarnal assistance or OFNACER's acceptance of the in

-

apie consequences of functisnal radundan



III. THIRTY REGIONAL SITES

The Grain Marketing Development Project in Upper Volta
suggested the construction of 30 warehouses as part of the price
stabilization and production encouragement efforts of OFNACER. These
¥arehouses were to ve of medium size, approximately 250 ton
capacity each, and were to be built in rural areas. The warehouses
woculd be used as grain buying centers as well as retail grain out-
lets. The warehcuses would permit storage of grain during the

annual bduying campaigns until shipment to larg

<D

—

T STto e facilities

i

a

w
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was made. They would also serve as depots of grain that would be
available for sale to the small town and rural populations in cthe
areas where thsy woculd be located.

OFNACZR recommended to AID 30 towns for the construction
of these warshouses. No 2xplanation for the choice of towns was
given, nor which criteria were used to include or exclude aav
town. Table 1 gives the suggested towns by administrative area

{Departmencts). Within the OFNACER structure, each local center

-

is managed by a contrciler cperating out of a Departmentzl Manage-

2ent Center, winich is given on the Tabl

[¢9)

as the Centres Devpart-

nentaux De Gestion. These towns are locatad con the naticnal

Map 1 in Annex II ancd on Department maps.

Zzch suggesta2d locality was examined i
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position in the grzin market of Upper Volta. An atiempt was aade

fen
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Denartaents—

Ceazre

Centra—-Est

Centre-Nord

Centre~Quest

Nord

Jolta Jeix

fauts-3assias

+ Conmce

Sub=Cuest

TASLE L

OFNACER RECOCMMENDED LOCATIONS ZOR
SELLING/BUYING WARSECUSES, USAT) FUNDING

1 . . . . . . .
—' Depart=ents are the regicnal administrative units; thera are 1l

3/Sous 2refectur2: Subregional adminiscracive units.

Source: JFNACER, Xequest ta USAID, Octcber 22, 1980.

Ay

- -

-

2G: <Centre Cepartzenral de Gestion, Department-lsvel aanagement uriz of o

2/ Localitiesll Capacicy
CDG—~ Scus Prefactures Reguirad Total
Juagadougou Lombissiri 250
Manga 250
Zorgho 250
?o 250
Ziniare 250 1,250
Xoupela Gerango 256
Zabre 250
Cuargaye 25C 750
Kaya Rengoussi 250
Tema 250
Tikare 25¢
Boulsa 230
Korsicoro 230 1,250
Roudougou Tako 250
Leo 230
Subou 230 750
Tada Bogande 250
Cliapagu 230
Rantchari 250 750
Quahigouya Seguenega 230
Gourcy 250 500
Dedcugou Bozomo 250
Nauvaa 250
Tougan 2590
Safane 250 1,000
Bobo Dioulasso Banfora 250
Eounde 250 50G
Gaoua 3acie 250
Rampti 250
Dano 250 750
Teotal capacicy 7,500

Departi:ints.



to review OFNACER's recent activities in the area, producticn of
cereals, existing facilities, transport netwerk, pcpuiation, and other
related factors. The information is obvinusly incomplete due to
the difficulty in locating relavant data.

Table 2 summarizes that information for sach of the 30
localities. Nine locations were eliminated because it is felt that
CFNACER's present facilities in those towns are adsquate for current
marketing levels. The next section ranks the tcp ten locations.

t should be pointed out that although five selling centers are
listed, retail grain sales in general are not recommended. These
are only the best five selling centers studied. Likewise, building
any centers for purchasing grain should await the results of the
cresent campaign, and a more coherent producer pricing policy by

the government.

RANKING THE TOP TEN CENTERS

Using the analysis of buying potential and selling volunmes,

the 30 preselacted sites are compared in Table 2. Using other
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ce from urban centers, etc., and eliminating
these cesnters where facilities already exist or no activity goes

on, the top ten sites are ranked numerically. It should be pointed

Oout that otier sites may have just as much or more merit as centsars

for OFNACER warshcuses. However, thev were not listed for co

rt

sideration. 3e
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ore further investment is made, t
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analvzed. They include the high producing regions
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(Cowmoe), but not 3aniora City;
(Fauts Bassins}), other than Houndi; and in the Volta Noire,

rurther investigaticn should a2iso de fone



in Koudougou, particularly at Leso, for which sufficient informa-

tion was lacking.

]
oy
¢
0

elected sites by order of rank are:

[
w

atie: High producing region. Too isolated to

draw heavy competition from private merchants.

9

. Xanptie: Reasons same 2s 1 above,.
i i a—

(2]

afane: In the center of a fairly high producing
region and lsss likely to draw excessive private

competition.
4. Nouna: High producing region. Relatively isolated.

5. Hounde: High producing region. Disadvantage
i5 that its position along main highway will draw

excessive competition from grain traders.

6. ZXecngoussi: As a selling center, it has the potential

to supply Tikare and Tema with cereals.

7. Tikare: One c¢f the highest volume retail outlets.

Administative warehouse in btad repair.

8. Seguenega: HMigh retzil veclume and can be isolated
due to bad rcad. However, administration and

twc ORD warehouses 2

L]

e availaple.
9. 3Boulsa: Relatively high sales volume and relativaly

.
scLacad,

(=

10. Tzma: Retail volume is adequa

t
[41]

, dut 1ts cosition




Centey

Kouwbiianutrcf
Manga

o
Zinture
Zorgho
Gatnnyu
Lalae
Ouarguaya
Koagoussl
T
Tikara
Boulua
Kurulmworo
Yuko

Leo

Salion
Buganda
IMupago
Kantchart
Seguenuga
Gonrey
Bor oo
Nowan
Tougan
Sutung
banfora
Haund |
Duano
Kawpt le
Battio

Saluy
Volume*

= C

CRXxXxXOCLTCCC

ccooxececexceseco

0
[}]

Cuveanly
Self 2/
Subflciency

M
M
il
]
H
1}
H
]
L
L
L
M
L
L

Buylng
Potentdul=

L
M
i
i

1/

=" (0 = Untavorable
X = Favorabloe or warginal,

=5 o= lligh
M« Medlun
L - bow,

3 K = Exeollont

G = Good
F = Folr
I = Jloor

;
W/ Competition on buytug by privato traders,

TABLE 2

HANKING OF 30 CENTERS SELECEED BY
UFNAGER FOR UAKENOUSE CONSTRUCEJON

Population
s Benalty

i
[
L
i
M
1]
M
M
H
i
il
M
M
i

iy Capacity should be adjusted for cconomics of bullding costs,

2/

Rouad
Accoys=

T OG T I T IR M

W NMEIC W™ oo *s T m "

2/4/

Recomnended
Capacit Y5y

e dons =

200
100

100

100

200
100
100

100
100

Presaent
Structure
Metal
Metal
Hetul
Concrute

Metal (2)

Muetal

Concrete(l)
Metal (1)

Concrete
Concrete
Cuncrate

Melal

Stiwatlon Eliminate
OFNACER X
OFNALCER X
OFHACER X
OFNACER X
OUD-OFNACER X

Runt

OFNACER X

ORD

onb

Admin.

Rant
OFNACER X
Adwln,

Admia,
Admtu.
Rent
Raut
Auenl

OFNACER X
Rent

OFNACER X
Adwmin,

Adwin,

\CNSG



IV. OFNACER STCRACE FACILITIZES

th
.-lt

Storage faciliitiles of QOFNACER include both owned and leased
warehouses. Most of these ars located in Department capitals,
although some storage capacity exists alsc in regional (sous-
prefecture-arrendiss~aent) wowns. The first warehouses built for
OFNACER were in the 1973-1974 period. These include concrete local
construction, prefab superstructure and rcof with concrete locally
constructed wails, and corrugated metal prefab structures with concrete
floors. Since 1979, a program financed primarily by German aid has
increased storvage capacity by several thousand tons, both with portable
putyl type silos and permanent concrete Qarehouses. |

In all cases, the capacity ¢f the storage facilities is
scmewhat questionable. Most grain is stored in bags. Although
this probably increases real storage capacity because grzin is stored
in a greater depth (many of those warehouses could not support heavy
pressure on outside walls), the way in which the sacks are stacked
s>bviously afZects actual storage capacity. In most cases, air space

is left around the grain to facilitate treatment of stored grain.

(=)

Fa
w
w
ct

In warshcuses where grain cred for long-tsrm (inter-annual)

security requirements, maximum utilization of storage space appears

[ad }

o De obtained. < 1is likely that these facilities nave 2 real

capacity grsatet than the calculated casacizy (300 tons and 1,900

calculated capacity. Tais occurs in order to separate
tvpes of grain, maintain iaventory contro

T
1

~d .

p-o
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and carry out mcre Irequent treatmen: than is necessary in long-term

storage.

y

Tables 1 through 12 give storage facilities by locations, capacity,

and source that have been constructed over the last decade. Tabie 1

L

below summarizes that capacity for storage under OFNACER control.
The theoretical capacity is approximately 43,006 tons for stabilization
stocks and 34,500 tons for security stocks. Cf the latter, 10,000
tons are portadle butyl siles and 24,500 tons are permanent structures
with 5,560 more toas being planned.

As was noted above capacity figures may not be accurate. For
example, if the figure cf 1.6 tons per scuare meter that is used
to calculate tonnage of Table 7 structures was used in Table 3,
capacity would be approximately 4,30C tons greater, as these warehouses
nave approximately 1,230 m2 cf space. On the other hand, the metail
prefabs listed under Table 5 seem overrated and are probably closer

T2 500 ton capacity structurss. Finally, in the ten canters wher

building exists. The storage capacity of these units is approximatsly
50 tons, which adds an additicnal 500 tons' capacity. Therws is also

a capacity of approximately 3,300 tons in 245 silos scattered around
532 sites in Upper Velta. These are apparentliy the metal siles buils
foer bulk scoragse. These were built with French financing and are no

ronger used due t

9

problems related to handling bulk grzin that wers

P
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TABLE

2

STORAGE FACILITIES CONSTRUCTED UNDER
_ENTENTZ LOAN FUNDS, USAID, 1973-74

Capacity

Location (Metr. Tons) Tyve
1. CQuagadougeu 1,500 refab/concrete
2. Quagadougou 1,300 Masonry
5. QCuagadougcu 1,509 Masonry
4. OQuagadougcu 1,500 Masénry
5. 3o0obo Diou-

14sso 1,500 Prefab/concrete
6. Bobo Diou-

lasso 1,500 Masonry
7 Fada-N'

Gourna 1,500 Masonry
3. Fada-N'

Courma 1,500 Masonry
2, Quanigouya 1,500 Masonry
1C. Xaya 1,590 Masonry
il. Cori 500 Masonry

15,500
Source: USAID/Upper Volta.
iv. 3

Contractor in Use Bv
SECOBAICO/SAND 12/31/75
SECOBAKXKO 8/31/74
SECCBAKO 8/31/7
SECO3AXQ 8/31/74
SATOM/SAND 12/31/73
SATOM 8/31/74
SQVE 12/31/74
SOVE 12/31/74
SATOM 8/31/74
SATOM 8/31/74
SATOM 8/31/74



TABLE 1
PLACEMENT OF PREFAB CORRUGATED METAL WAREHOUSES
GERMAN AID, 1673

(Theoretical Capacity: 200 Tons:; Actual Capacity:
Up to 400 Tons)

e Federal Republic o

Lol ]

h

15 Juagadougou OFNACER
3 Cuagadougou DSA
1 Quagadougou Croix Rouge (Poliy&thylene)
3 Cuahigouya ORD
Z Titao Sous-Conité
2 Cuahigouyva Sous-Comité
1 Scubo Sous-Comité
1 Bogand® Sous-Comitd
2 Sebba Sous-Comit?
1 Koala Sous-Conmité
1 Piela Sous-Comité&
1 Corgadii Sous-Conit$
2 Aribinda Sous-Comiz?g
2 Sorom-Gorom Sous-Cemitd
1 Dori Croix Rouge (Polyéthyléne)
38
Sourca: EZImbassv of th



TABLE 5

PRESENT CR 2LANNED LOCATIONS OF
CORRUGATED METAL PREFAB WAREECUSES
UNDER CENACER CONTROL, 1981

Locaztion Unizs®/ Canacitv%
Zorgoe 1 400
Koupela 2 3003/
Pc 1 400
Zabre 1 400
Kombissiri 1 400
Dassouri 1 400
Yako 1 450
Cuahigouya li/ 100
Manga 1 400
Dano i 400
Dissin 1 100
Bouroun 1 400
Dori 1 +00
Titao 1 100

L/‘ll 15 units were in Cuagadougou as noted in Table 2.

2/ - . ) . . ..

='Capacity Is given here 2s maximum noted in Table 2 znd as
r=por.ed b OF\Ay~R.

illaC units wers combinec to cresate a rice huiling Faciiity.
Thus considerabls szorage capacitvy is losc.

4/ .. . .

=’ CZ the {ive warechouses not2d in Table 2, cne OFNACER report
1ists four &s unae. thelr control; however, at least Ttwo
apgear no¢ longer serviceable.

Source? Motz to USAID frcm Dirsctor of Aidass - CFNACER, Feob. 1381

IV. 5

29



TABLE ¢

WAREHCUSES
CONSTRUCTED BY OFNACER WITH FUNDS
FROM SALE OF EEZC GRAIN

Location Capacity (Tons) Type
1. Koupela 1,500 ‘Concrete
2. Dedougou £1,500)* Concrete

*The warehouse in Dedougou was never completed due to improper
construction and will be torn down.

Iv.

o



TABLE ©

WAREHCUSES CCONSTRUCTED UNDER
USAID GRANT 1IN 1974

Theoretical ?robable

Theoretiial Tctal Probable Total

Location Units Capacity=’ <Capacity Capacity Capacity

.. 2/ - -

1. Diibo 5= 480 2,400 300 2,509
2. Aribinda 3 180 1,440 500 1,590
5. Gorom-Gorom 3 180 1,440 500 1,500
4 Setba 3 480 1,440 500 1,300
5. Titao 53/ 480 1,440 500 1,500
' 8,160 8,500

i/

"
. . . - FA N -

=" Theoretical capacity is based upcn 1.6 vons per m“, height is not
given.

2/ . . . . . . .

= Apparently six units were built in Djibo, but it is likely that one

s tuilt with other funds, possiblv EEC, whichk huilt ten warshouses.

!y four are presently under use by OFNACER; one is used by the CRD;

d ome by the Aray.

3/

d/ - . . . . .

= Cne of these units is unuseable and needs repairs.

Source: USAID, Ouaga.



OTHER STORAGE FACILITIES CONSTRUCTED

TA3LE 8

IN 1975/74 PERIOD

Source
Loan: World Bank

Through BND

Grant: FED

Incerited Zrom
SOUQLCOM

Locations Capacity
{oupela
Fada
Banfora
Dedougou
5,370
5,000
TABLE 9

MISCELLANECUS STORAGE

Quaga 500
Central ) 580
Direction) 500

1,500

Scurce: Director cf Aid, OFNACER, May 1980.

-t
<3
(¢ 3]

Controlled by

ORD
ORD

ORD
ORD

Sous-comite

OFNACER

OFNACER
OFNACER



TABLE 13

PORTABLE BUTYL SILOS

Source ‘ Location Canacitv
German Aid OQuaga - 13+ 6,300
Bobec - 2 1,000
Dedougou - 4 2,000
? -1 500
20 10,000

*Locations in May 19803. These change by need.

Source: Director of Aid, OFNACER.

IV.

w0

Controlled By

CFNACER
CFNACER
OFNACER
OFNACER



TABLE 11

WAREHCUSES CONSTRUCTED UNDER SECURITY
STOCX PRCGRAM - 1970 TO PRESENT

(Cerman Aid)

Location Units Capacity Total Capacity
1. Dedougou 3 1,000 3,900
4 500 2,090
2. Kocudougou 2 500 1,090
5. Tenkodogo 4 500 2,000
4. Bobo Dioulasso 2 1,000 2,000
3 530 1,500
5. Diebougou 3 500 1,500
6. Zabre 2 500 1,000
7. Ranfora 1 500 2,000
Gaoura 5 500 2,500
S. Cuaga 4 1,000 4,000
4 500 2,000
24,500

1¢. Fada N'Courma



Swiss Aid

TABLE 12

WAREHOUSES COMPLETED CR UNDER CCNSTRUCTICN
OR _PLANNED, VARIOUS DONCRS, 1980-81

Location Capacity
Quagadougou 2 x S,ZSDL/
- --2/
Ouagadougou { X 75=
Dedougou 1 x 1,5003/
Diebougou 1 x 1,5003
Quaga 1 x sooi/

(IS

*x3 t
i)
ct
O

Lo}
D

(g]

ct

y unknown, given as reportsad.

1
-~

d as in city retail outlets.

(J92

/OFNACER agents report as FAQO warehouses.

i/ . . .
-/Supposecly an expariment in dulk storage.

Sourc2: OFNACER, 2/19/81



1}

TABL!

—

3

SUMMARY OF OFNACER STORAGE

1/
3 isv (T T T =
Source Capacity ‘Tons) table Tvpe
AID Entente 15,300 i Concreta/metal
Cerman metal 5,000 Z-23a All metal
CFNACER ({FED) 1,300 3 Concreta/metal
USAID grant 8,000 4 Concrete/metal
Souolcon 500 6 Concrete/matal
1,000 V] Concreta/metal
German Aid 10,000 7 Sutyl
24,500 8 Concrete/metal
BADEA 8,232 9 Concrete/metal
Swiss 1,500 9 Concrete/metal
500 S 72
77,3525
Stabilization 45,025
. vy =an3/
Security stocks 34,500=
- =nnds
Planned security 5,300~
Present and Planned 83,025
Scurce: Tatles 1-9.
1/ . .
—/;ype concrste/metal is usually concrete floors and walls with metal
roo:, except for prefab/concrete listed in Table 1.
2/ . . .
='Bulk storagze, dslisved netal.
5/
3. - N .- - . - . - . - .
=" iacludes 13,000 tons of butyl silos Zrom Table ., out does not
inclucde present warshouses in Fada N'Courma, Sor which cazacity was
unXkaown.
1
~ Includes prasent capacity in Fada N'Gourma.



V. OPERATICNS COSTS OF RETAIL OUTLETS

OFNACER operates retail outlets throughout the country.
Appreximately 100 such outlets exist. Generally, two types
of operations are distinguished: (1) outlets staffed by OFNACER
employees, and (2Z) outlets cperated on a commission basis. In
the first case, the retail outlets are operated vear round, re-
gardless of commercial activity and are, therefore, a higher
fixed cost operation. In the second case, government employees
of other services, such as the administration or ORD, are paid
a commission, usually ten CFA, per sack sold. OFNACER, particularly
controliers at the CDG's*, prefer operations run by OFNACER emplovees,
‘primarily due to better stock and financial control. This is
because conirollers can deduct shortages of grain or money f£rom
employees salaries, or remove them from government service. The
low commissions paid to non-OFNACER employees would require
tremendous volumes or sales te recover the 1oss of even one sack
of grain, and the threat of loss of job is virtually nonexistent.

[nhe operating costs of individua!l retail outlets was not
detailed in OFNACER reports. These could be calculated b
detailsd aznalysis of che accounts of individual CDG's, but even

in this case, the account catagoris

v}

vary between CTDG's, particularly
relating o transport %o centers, making comparisons less orecise

than weculd oe hoped. For example, in many centers, grain is

CTINSDOTrT COosts are reportad only at the naticnal level. 1In




other cases, transport is provided frem the CDG and costs are
generalized at the regional level.

An examinaticn or the monthly reports of the CDG's over the
past three years does provide a basis of comparison that demon-
strates the volume effects oif retail marketing cn both time and
geograpnic dimensions. As can be seen from Table 14 operating
costs of CBG's vary much less than volume of sales. Thus, operating
costs per xXilogram of grain sold both as absolute value and
percentage of sales vary widely. Ia the 1980/81 £fiscal year,
costs are as low as 2.1 FCFA per kilogram scld and three percent
of sale value in Xaya, and as high as 72.5 FCFA/kilograa sold
and 67.6% cf salas value in Xoupela. Compare thos. 1680/81

Koupela costs with Xcupela's 1973/79 costs o
P X

(3 )

5.9 FCFA/kilo

[1¢]
3]

am
anda 11.53% of sale value, and it is easy to see the impact that
volume of sales has on OFNACER's operating expenses.

gven further distortions appear winen examining the month-
to-month grain movements. For example, Table 15compare. the
1230/31 monthly grzin salass for Quahigouya and Kava, two of the

ma;or salss areas in Upper Volta. Even though these two CDG's

have more comsistent sales than most places in Upper Volta, their

ey

operatiing costs per Xilogram of sales vary alaost 3,000 percant

taroughcut the yvear. The reason for this wide variation can be

largely explained by 2xamining <olumns 3, 5, and

Taple 15,

{¥o]
l-l.
4

the number o5F% acnths'! salas have occurred at

ot

he 30 rstail cutlsets
examined in detail. Zven within a departaent such as Xaya, grain

can de s0ld as little as omne acnth during the vear at one center,

1.

ind 2s nuch as Ttwelvs montis at another. A direct ceompariscn

4l



TABLE 14

ANNUAL GRALN SALES BY GDG 1978/79-1980/8)

Quant ity __bpugating Couts
Acvuount lag sold Valuce Operat fay Pur Kg. Peveent ape Data For
I 111 SN Kilogramy fold FCFA Louty FCFA Suld FCYA Salew Value No. Houthe®
Kuyu 197871979 5,140,807 268,403,890 23,354,640 4.10 8.6 12
1979/1980 1,944,935 69,667,500 10,734,019 5.9 1%.4 10
1980/198) 3,644,901 259,300,205 7,68%, 342 2.1 3.0 9
Ouahilgouyu B2 YAV IA 1,089,131 12,079,940 10,638,925 9.4 14.4 12
197971980 370,653 22,485,251 4,251,610 11.3 18.9 4
1980/1v81 1,912,346 224,099,950 10,072,232 2.8 4.0 8
Fada Nf'Gouyuwa 1978/191% 1,681,391 ysy,021,926 10,234,362 6.1 10.8 10
1970/1980 H/A /A H/A - - -
1900/198t 339,580 23,103,115 3,330,191 9.8 14.4 1
Koupula 19/8/1919 2,138,073 109,297,241 12,547,086 5.9 1.5 12
197971900 143,659 11,500,005 5,943,591 jg.o6 48.2 6
1980/1981 117,100 12,549,105 8,485,198 12.5 67.6 8
Kuudutiguu 1978/1979 y413,65%9 52,491,004 10,731,065 13.2 20,4 12
1979/1980 1,083,034 6, 386,217 15,077,941 13.9 22.0 12
1980/1981 221,550 18,292,214 4,839,014 b4 .4 $3.8 7
bedougou 1978/1979 373,319 27,908,430 12,017,479 32,2 43.0 12
1979/19080 351,827 24,640,758 12,302,594 6.4 51.9 12
198071981 349,301 26,135,013 7,580,739 21,7 29.0 8
Boubo Moulasuo 1928/1979 532,597 41,930,125 26,185,909 49.2 62.4 12
puzy/1980 335,850 27,506,400 17,327,961 51.3 2.7 11
198071981 184,350 11,990,2%) 10,019,343 54.3 3.6 6
GCaoun 197871979 111,300 d,188,050 7,795,487 69.5 ¥4.5 2£I
1979/1980 552,270 40,223,180 13,930,092 1 25,2 34.6 12
19480/1981 243,924 19,979,835 11,159,392 45.17 $3.9 9

Source:  OFNACER, CLDG Hunthly Reporta.
!/.iumu wanthly reports not avatlable, 80781 Fiscal year through June 1981,

2/
S0ron months werve bucludod with Bobo Dloutasso.

BEST AVAILABLE DOCUMENT
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TABLE 15

1989/81 GRAIN SALES 3Y MONTH IN KAYA AND QUAHIGOUYA

1980
1980

. 1580
. 1981
. 1381

1831
1981

May 1981

June

Quahigouya

Oct.

Nov.

1881

1930
1980

1981

Mav 1981

June

198

Quantity Sold
Xilograms

115,979
122,419

79,3552
134,069
101,759
221,870

V. 4

Operating Costs
FCFA/Kilogran

11.4

=] [
(9]} [
~31

w

(7]
4= (Vo] [« )] (¥ o o

N/A
36.9

(9]
s

=
.
-

[p¥]
(o))

]
~.3

b=
~J



b

DG

Duaggudaugo s

Koupela

Kaya

Kusdougou

Fuda

Ouak lgouyu

Dudougou

Hubo

Caoua

Kombluulsl
Mangu

o
Zintare
Zorgho
Carango
Zubru
OQuat gaye
Kungousul
Tewa
Tikare
Boulua
Kurusfumoro
Yuko

l.eo
Subou
Bugande
Dlapaga
Kantchutl
Suguenugy
Gourey
Boruno
Nuuna
Tougar
Safmro
Banfora
tloundl
Bano
Kawpt ia
Battie

_Sales V978779
Honthly
Avorage

Foiul
(Kpu.)

62,145
21,400
31,000
45,082
b2 ,608
1,540
719,045
349,417
63,443
175,011
25,790
18,290
1,450
14,0473
149,217
20,926
2,515
16,750
154,04)
3,220
20,1315
205
195

4,900

N/A

H/A

H/A

N/A

N/A
6,214.5
1,7u3.3
3,100.0
3,068
5,222.1
294%.0
59,9204
2,90.8
5,286.9
14,639.3
2,149.2
1,%24,2
620.8
1.,326.9
11,684.7
1,743.8
209.6
1,395.8
12,836.9
2068.3
1,692.9
58.7
16.1

)=
241.7

—I'/(:uvuru only five months, 10/1/79-3/1/80.

£/Cnvuru ninu wonths thiough 6/30/81,

Sunvee:  OFNACER, ChG amoathly repocts.

TABLE 16

VOLUME AND DISTRIBUTION OF GRALN SALES
10 OFNAGER GUTLETS 1970, 09-1980/81

-—

—
ORI ==

-

— s
P = VRO N

THu L Mon

Salen 1979780

Totul “"Houthly
Saleu Ucenrred  (Kgy:) Averuge
- N/A
- N/A
- N/A
- N/A
- N/A
- N/A
- N/A
- N/A
234,849 19,470.4
83,543 6,961.9
1/5,059 14,508.3
132,099 11,0583
20,650 1,720.8
137,210 1,143.4
14,597 1,284.4
9,012 751.0
- N/A
- t/A
- M/A
14,107 2,021.4
a8,086 71,107.2
12,066 ),422.2
1,650 137.5
88,350 7,362.5
-0-
6,900 575.0
-0~
-0~
-0~
-0~

BEST AVAILABLE DOCUMENT

No. Honthu
§uluu“9ccutrcd

S

L U
Nﬁ»‘-llul‘cbﬁ\lﬂ*\lllllllll

-

Solen lUﬂO/y!nﬂw

Total
{Kga.)

21,6248
3,464
8,090

17,954
5,156

10,581
3,414
1,028

425,274
131,010
3,545,984

60,55

31,602

66,105
8,257
2,194

124,387
400

641,389
112,58)
1,806
6,710
90,708

6,950
39,272

21,904
11,600

Hunthly
Averupe

2.162.8
M4 4
6y .0
1729.5
515.6

1.05¢.1
T I
102.8

47,248.2
14,621.3
17.177.6

6,72/.8

3,5%11.3

7,418.3
917.4
243.8

10,365.3

44.4
()=
71,265.4
14,301.9
209.6
242.8
10,078.7
-
579.2
-

4,303.5

1,830.3
266.17

No. Homt e

Sales Occurged

_——wt DS NVOE SN0 =

~ D w2

-
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Tabies 14 and 15 shows a direct relationship between aumbers

of months sales occur and operztions cost per kilc sold.
On the average, CFNACER reports that its nationwide grain

sales operations run irom Z3 to 26 FCFA per kilogram.* This

was given as direct (or variable) costs 9 FCFA/Xxilogram

=
cI

and 18 FCFA structural costs (fixed). These figures have been

the result of the experiencs of the recsnt two to three vears.

Iz a sense, they are scmewhat incorrect. First, the division

of fixad anl variable costs is hardly reflective of appropriate

economic considerations. Variable costs are comprised of only

three slements: hnandling (meani

grain treatment), sales commissions, and traansmort. Transport
1s apparently combined haulers and imputed costs for OFNACER
venicles.** All

other cests are reported as fixed costs, implying
taat they would be incurred even if OFNACER handied no grain

or reached its goal of 60,000 to 90,300 tons.

Cbviously, this is not true, but it is probably reflective

of CEFNACER's thinking. That is, that CFNACER must remain 2an

i

organization of at lesast its present level regardless of its

reguirements or abilities to handle grain marketing functions.
“This Zigure was reported to the U.S. Ambassador bv the Miniscer
of Rurzl Devalopment in a latter of Feor uary 11, 1381, Zt was
cited at 25.13 FCFA/kilogram in discussions with AID controller
rsiating to their preliminary audit ¢f che 1673/30 fiscal vear
oI CFNACZR. 3e= 1973/30 Fipnancial Report in Appendix.

*~In fact, scme doubls counting appears to taxe place, as all costs
associated with vehicles are also countad under Llred coszts.
Variablie Zosts given 25 § SFCFA/kilogram ars not refliected in the
financial report of 1379/50 as noted in the Appandix. Those Fiju
ncwevrer, may be incorrect

O

BEST AVAILABLE DOCUMENT

ng loading and unloading and possible



Secondly, these cost figures do not include depreciation on
plant and equipment. This figure was estimated as 196,312,460
A

C

L 7]

1

(7.31 FCFA/kilogram) for 1973/80. This figure should
obviously be increasing with the recent expansicn cf warehouse
facilities. In any case, it appears that no depreciation accouat
nas ever been established for eventual replacement of plant and
2quipment. Thus, given the deficits that OFMACER incurs in
its current budget, it is subsidizing its operations by expending
capital assets.
A further problem will te the lack of funds to repay loans.
This is especially true of the USAID entente loan cZ 1973 for the
cnstruction of warehouses™ which supposedly £alls due in 1983.
A loan repavment fund should have been estadblished from current
revenues so that the true costs o oreration would be reflected
in CFNACER budgets and so that loan liquidation would be possible.
The division that OFNACER obvicusiy makes is that cnly those
costs that are contracted on a per-unit basis (kilogram, ton
sllometer) are variable with quantity. The fact that all ocher
Costs are consicared fixed reflects the management inflexib
inherent in OFNACER's operation. That is, it is determined to
establish a nationwide grain marketing network and then target

a grain volume to sup it dces nct appear to

g
bt

ort that network.

nave made any attempts to determine the mest effective way to mee:

s

ctives o:i encouraging sroduction and stablizing

prices, and then <r2ating a management structure that weould best




VI. COSTS OF 3UYING AND SELLING CENTERS
AND THEIR POTENTIAL

The cost of operating small retail warehouses will depend
upon their initial constructiocn cost. The major cost slements are
depreciation, interest on investment and maintenance costs. For
the purpose of estimation, we depreciate the facilities over 20 vears.
Interest is charged at ten percent as an opportunity cost for the

enployment of capital. Maintenance and repairs are estimated at

three percent per year of initial cost.

If a facility is built, at least two full-time employees will

w

be needed at a cost of about 30,000 FCFA per month each. The total
annual labor ccsts are, therefore, 720,000 FCFA.

For a 200-ton capacity warehouse, Table 17 gives per ton
capacity annual fixed costs for warehouses of various construction
costs. It is likely that these estimatss are ilow for the lower

cost warehouses as both depreciatio

=

and maintenance would be higher.

The reverse is probably true for hi

gq
U

her cost unit
Variagcls costs will not be significantly different if OZNACER
owns or rents 2 warehous2. Therefore, for econcmic analysis,

only fixed ¢

(o]

Sts are considered. Table 18 sets out per kilogram

fixed costs for each level of investment cost as a function of the
volume o2 zrain handled bv that warshouse. Wizh OFNACIR's
structure, an upper iimit of 19 FCFA/kilogram should be

locai handling costs, in

O
=
=
.
'.l
<]
uq
uQ
[{7]
=3
(11]
L]
[
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<
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TA3LE 17

ESTIMATED FIXED COSTS PER TON CAPACITY
CF_200-TCN GRAIN WAREHOUSES - OFNACER

Annual Cost, rFCFA/Metric Toa Capnacity

e .
Constr. Deprec.l/ ths;esf .3/ M§§2?° / E?tals
Cost (20 yr.)=~ Invest.= Salaries= Repairs— Fixed~
29,000 1,000 2,900 5,600 600 7,290
50,000 1,500 5,000 3,600 900 9,000
40,060 2,000 4,000 3,600 1,200 10,800
50,000 2,500 5,000 3,600 1,500 12,5800
63,000 5,000 5,000 3,690 1,800 14,460
70,000 3,500 7,000 3,600 2,100 16,200
80,000 1,000 8,000 5,600 2,400 18,000
63,000 4,500 9,000 5,600 2,700 19,860

100,0C0 5,000 10,900 5,890 5,000 21,600
L 20-year straight iine.

z/ 10% on imitial investmént, opportunity cost.

3/ 7o people at 30,000 FCFA/month.

3/ 5% of construction cost.

5/

= Annual fixed cost per ton is thersfore equal to FC = (.05¢c +
.33c *+ salaries) = .18c = salaries when ¢ = construction cost
peTr <Oon capacity.



TABLE 18

PER XILOGRAM COSTS TO OPERATE A 200-TON
GRAIN WARZHOUSE AT VARIOUS VOLUMES (FCFA)

Construction
Cost Per Ton

Capacity Volume in Tons per Year
50 110 200 300 400 300

20,000 28.8 14.2 7.2 4.8 3.6 2.88
50,000 26.0 18.0 3.0 . 6.0 4.5 3.6
43,009 13.2 21.96 16.8 7.2 5.4 4.32
59,000 50.4 25.2 12.6 8.4 6.3 5.04
50,000 57.6 28.8 i4.4 9.6 7.2 5.76
70,009 64.8 32.4 16.2 10.8 §.1 6.48
30,000 72.0 56.0 18.0 12.0 9.0 7.29
993,900 79.2 39.6 19.8 15.2 9.9 7.9
100,00 36.4 3.2 21.6 14.4 10.8 8.64

Fixed ccst per Xilogram is equal to annual fixed cost per ton X
200 divided by volume or:

C/kz. = (.13@ + salarieg) X 290
° volume nanalead 1in «2S.

%9
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“0 1>-2VU rlra 1I UFNALER 15 3go:ing TO stay within the 23-30 FCFA/
Xilogram overall costs it presently iancurs.

From Table 16, it can be seen that oaly two centers {Boulsa
and Xersimoro) in 1978/79, cne (Xongcussi) in 1979/80, andé three
(Tikare, Kongoussi, and Seguenega) in 1980/81 have adequate volume
to support a facility at any level of construction cosct. £ con-
struction costs are as high as 60,000 FCFA per ton capacity, which is
highly likely, then 300 toms of volume are essential to justify
construction of a salss warehouse. Again oniy Xongoussi, Tikare,
Seguenega, Boulsa, and Korsimorec have reached that volume in the
past three years. Only Tikare has averaged that level and then
only because of exceptionaliy high sales over the last year.

As purchasing centers, the volume of grain handled wiil again
need to be at least 300 tons per vear to justify a warehouse. This,
in fact, would make it difficult to maintain the margins £for grain

aandling at 25-30 FCFA. This volume would require 5,000 tons to be

a
[wd
r{
0
73
W
(V]
"
A
2
o
i
¢}
~

T i i rcugh a total of 30 centers. Again, velume is the Kev.
from examination of the available data, no regional center has

la

purchasac 500 tons of grain a vear since the 1978/79 season. Al-

-~

though the potential is thare for several centers to buy this auch
grain, accomplishning this wiil dspend on OFNACER price policy and

organization. Until the record improves, it does no: seem justi-

fiable to invest ia buving facilities at this time.

For example, the most productive ragion the country are

‘

77]
(41

o
shown on Table 19 below. In 1979/39, each region couid have supported
tiree to four buying csnters at a fixad cost of 19 FCZA/Xilogram

Sought. <Cnlv two could have supported cne csenter in 1930/81.



TABLE 19

GRAIN PURCHASES BY THREE WESTERN AND SOUTHERN CDG's

Hauts-Bassins
Gaoua

Volta Noire

1979/80

700 T. 113
1,370 T. 069
1,464 T. 620

Source: OFNACER.

1380/81

320 T.
385 T.
174 T.

239
454



It would appear that adequate surpluses exist in these three
regions (which cover also the ORD of Comoe-Banfora) and, therefore,
the potential to buy grain should be there. An analysis of production
and 3grain requirements is given in Table 20. Given the consistently

high cereals surpluses of all of the sous vrefectures in the south

and west of Upper Volta, one can only question if price policy or
management are at fault Zor OFNACER's failure to buy grain in the

pPast two seasons.

42



TASLE 20

ESTDMATES OF SURPLUSES AND DEFICITS OF CZRFAL PRODUCTICYN

FOR SQUS PREFECTURES IN UPPER VOLTA

Degt./ORDé/

Centre Est
Xoupela
Tenkodogo
3itton
Garango
Quargaye
Zabra

Total

Cenctre Nord

Boulsa

3arsalogho )

Pissila
Tougouri

Rorisomor
3oussouna

Mane

Lema

Xongoussi
Tikare

Total

Voita Noir
3oromo
Dedougou
Solenzs
Kcugny (T
Nouna
Tougaa

Total

Comoe
3anicra
Sideradou
Sinccu
Niangoliok
Mangodora
Raafizuel

Total

[o}

oma)

gou
o

-~
=3

(Metrie Toms)

Surpius(+)

Prod. Prod. 2/ Deficic(-)
1980/81 1979/80 Requirements= 19380/81
15,043 21,0223/ 21,509 - 6,466
10,519 33,919= 20,651 - 3,308

6,824 3/ .
10,215 20,824~ 15,089 - 4,874
9,030 7,980 + 1,05C
17,383 26,673 16,786 + 797
59,214 102,438 32,015 -12,801
-===B:====-=-—=
13,406 14,104 20,739 - 7,353
23,440 30,375 21,977 + 1,463
25,734 34,201 55,386 -30,152
12,170 22,436 29,548 -17,378
74,750 101,136 128,170 -53,420
25,123 24,280 15,376 + 9,747
34,844 37,310 25,171 + 9,673
23,020 24,750 14,385 + 8,045
18,680 20,340 18,902 - 222
26,538 35,850 26,237 + 421
26,330 37.300 28,203 - 1,533
134,835 120,030 128,374 +26,011
15,370 10,955 12,567 + 5,903
22,920 21,086 3,304 +17,0%0
22,253 11,850 10,231 +i2,024
16,500 10,489 7,112 + 9,338
14,700 7,708 1,751_/ +12,349
360 1,250 2 + 700
93,435 53,335 35,403 =57,%80
Vi. 7

Surpius(+)
Deficit(-)
_1979/80

+ 3,288-
+ 5,735
+ 9,887

+20,423

- 6;655

+ 8,398

+21,685

- 7,092
-27,02%

+ 8,504
+12,129
+ 9,753
+ 1,538
9,413
~ 9.297

+

+31,156
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Prod.

Surpius(+)

Surplus(+)

DProd. Deficit(-) Deficiz (=)
Dept./ORD 1980/31 1979/80 Reguirements 1980/81 1273/80
Est
Bogande 13,174 25,500 24,898 -11,72% +  BCZ
Fada 15,737 11,750 22,799 + 394 - 4,649
Kantchari 7,533 5,800 5,1036/ + 2,4306/ + 697
Matiacoali 7,936 5,400 - =
Comin Yanza 6,143 7,946 4,891 + 1,252 + 3,055
Diabo 7,046 8,500 5,038 + 2,208 + 3,462
Diapaga 9,553 15,025 13,557 - 4,004 + 1,468
Pama 3,431 6,986 6,259 - 2,828 + 727
Total 70,573 87,507 82,543 -i1,372 + 5,362
Yatenga
Quahigouya 15,451 20,237 30,831 -15,38C ~10,394
Gourcy 12,423 13,700 23,91 ~11.495 -10,218
Seguenega - 6,786 12,854 20,836 ~-14,059 - 7,982
Ticzao T 2,478 9,505 16,568 ~14,090 - 7,063
Zoumbry 1,050 5,504 7,720 - 6,670 - 2215
Thiou 908 4,608 7,602 - 6,596 - 2,994
Total 39,094 66,408 - 167,475 -58,381 -41,067
Sahel*
Dori 15,430 20,386 ~ 3,436
Djibo 14,854 - 20,332 - 5,478
Gorco—CGorom 7,277 15,173 -~ 7,896
Sebba 5,498 9,130 + 368
Aribiada 7,072 6,659 + 413
Total 54,3151 72,180 -18,029
Jauts-3assin 7/
Hounde 28,000~ 9,207 +18,793
Total (ORD) 126,300 121,800 82,581 +43,719 +39,21%
Sud Questc
Gacua ) ,
Dano ) 84,487§U 73,487§/ 72,487 +12,0002/ + 3,0002/
Lamptie )
Battie )
%4 Data oot availiabla Zor Ceatre Cuest (Roudougou) and Ceatre (Ouagadougou).
§/ At 180 kgs. cer persom per wear. Populaticn frcm 1975 census.
%/ Includad a Tenksdogo.
3/ Iscluées Ouagay? requiraments.
H, Included in Banfora.
5/ Iaciuvded ia Tada.
3/ Discussion ORD Chef da Secteur, part of total.
3/ Computec from available surplus.

Jdiscussion with Director of the CRD 3ourzouiba. This seems extremely low in
comparisca with figures for Hauts-3assin and Comoe to the west.
Source: OQRD estimatas and Ministry of wval Daveloprent estimacas for production.
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VII. THE CEREALS 3ALANCE IN UPPER VOLTA

An anaiysis of the cereals balance in Upper Volta suggests
that in :even o€ zl:ven vears since 1970/71, Upper Volta has been in
deficit. With imports and food aid and stock building in the good
years of the mid-seventies, the couzntry was close to an overall

balance for the periud. Table 21 summarizes the cereals balances

for those vears.

PRODUCTION

Estimates of cereals production vary greatly over the period
as can be seen in Table 22. Discussion with ORD officials, who are
largely responsible for coliecting production data, makes one cautious
about the use of these figures. Some attempt is made to take annual
yield measurements and estimate acreages in the different CTODS.
However, in all cases, officials stress that these are onlvy estimates.
In addition, there does not seem to be a universal method of estimating
applied across all ORD's. Further, the methods of estimation do
not appear consistent throughout the series. Minor crops may be lumped
togetiier with overall cereals production or isoiated separately

depending upon region or year. In scme years data is given for the

[T

entire ORD, in others it is detailed by subregions. Ther
P >

o
1,

ore,

the production data must be viewed, at best, as a global tinate

44
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and ars probably off by plus or minus 20 percent. Comparison with

the price Zat2 given in Table 23, again neither systematicaliv nor
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TABLE 21

CEREALS BALANCE, UPPLER VOLTA, 1970/71-80/81
(Thousands of Metric Tons)

Seedl/ 4/ 5/

1/ 2/ and Consumpt Llon— Deficic(-) fuports— Balance
Year="  Productlon= Losas Avallable Needs Surplus (+) and ATD +) (-)
70/71 922 55 867 844 917 - 50 26.8 - 23.2
71/72 857 51 806 909 934 ~128 25.1 ~-102,9
72/73 838 50 788 934 Y54 ~-166 40.1 -126.0
13/174 823 49 7144 960 974 =200 98.9 -101.1
74775 1,101 66 1,035 987 993 + 42 25.9 + 67.9
715/76 1,223 73 1,150 1,015 +135 28.6 +163.6
16/717 1,166 70 1,096 1,043 1,035 + 61 54.4 +115.4
77/18 1,058 64 994 1,073 1,056 - 62 63.3 + 1.3
78/79 1,016 67 1,048 1,103 1,077 - 29 58.0 + 29,0
79/80 L,190 72 1,124 1,133 1,099 -+ 25 60.0 + 85.0
80/81 1,019 61 958 1,165 1,121 -163 65.9 - 97.1
-535 546.9 +11.9

1/ OFNACER year: Ocrober 1 to September 30; crop year: May 1 to April 30.
2/ Grown In lower year, harvest: Septcember-December. From Table 22.

70/711-76/77 - Source 1, Table 22.

77/728-728/79 - Souvce 3, Table 22,

79/80 -~ Source 5, Table 22,

BO/81 - MLR, UV, and Multldonor Misslon (FFP Offlces, USAID/UV), June 1981.

3/ 3.5% storage loss, seed: 10 kgs./ha., ha.'s based on 400 kg. average.
4
4l 180 kgs. per capita, populacion estlmated with 2.0Z growth rate from 1975 caensus.

2/ 71-78 estimates from Barbara Huddleston, laternational Food Policy Research Tnstitute,
Washington, D.C., 79-80 estimates based on OFNACER's stock flows; 80/81 from multidonor

~mfsslon (FFP Offlces, AID/UV).

BEST AVAILABLE DOCUMENT



Source L
Milluc-Sorghum
Mals

Paddy
Total

Sourcy 2

Mli-govghum-wuty
faddy

Totul

Spurey 3
Mil-uorghum-nuty

Sourcu 4

Tutal coeruals

Sougece 3
Total cercuals

Suurce 6
Totu) cereals

TABLE 22

CEREALS PRODUCTICN, UPPER VOLTA, 14970/71-79/60

Alter Plecrve Thenevin (Thousands Matrle Tous)

Source 1

Sourca 23

Source J:

Sourcu 4:  FAO asunuolve du la production, Collogus du Nouskehott, 1979 (CILSS).

Source 5;  Estlwuate du ClLSS, Pour evalue ald, 79/80.

Source 6;

Sources 1-5;

BEST AVAILABLE DOCUMENT

Etade, Mla. do lu Cooperutlon, SEQL, Colette THOUVE--BRESSAT, Oct. 1978,

Minlstere de la Devellopemence Rurale, aud CILSS for estlimating ald 80/81.

Etude Du Gevdut "La Situacion alfmentulve dans les pays en developpemenc associuvs.' Min.

Min. du la Coopuration, Etudus Du SEQL, Pur Pays, iL.V., Nov. 1979, Mla. Dev. Rurale.

70/11 71/72 72/73 13/%4 74715 15/76 76/77 77/18 78779 79/80 80/81
33 122 766 750 1,000 1,100 1,087 - - - -
55 66 38 42 02 84 46 - - - -
34 37 34 3l 39 39 33 - - - -
933 857 818 823 1,101 1,223 1,166 - - - -
833 772 166 750 810 1.205 277 - - - -
34 37 34 21 39 .48 45 - - - -
ve67 809 800 781 849 1,253 1,022 - - - -
837 793 1,045 1,205 940 1,058 1,116
1,041 1,052 a71 843 1,193 1,257 1,107 1,018 - - -
- - - - - - 1,157 1,196

- 1,019

de la Cooperation, SEQI, Sept. 1978.

Clead o Plerre Theaevin, L'AIDE Allmentalro En Cereals Dons les Pays Sehellone, Mindstere de lu Coopsracion, Scpt. 1940,
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TABLE 23

CONSUMER GRAIN PRICES ON THE OUAGADOUGOU MARKET

Jan. Feb. Mar, Apr. May  June July Aug. Sept. Oct. Nov. Dec.

OfEictal Prlcggl/
Consumer Producer

1973 26 14 - - - - - 45 - - 62 5L 30 36
1974 10 18 3.5 39 39 39 39 48 46.5 43 36 35 30 30
1975 37 22 30 30 30 - 27 27 27 - 26 21 21 30
1976 30 18 27 28.5 28 28.5 20 - - - - - - ;
1977 35 23 44 so0 50 49 55 2 - 80 - 80  61.5 15
1978 45 32 70 - - - - - - - - - - -
1979 57 40 - - - - - . - - - - - -
1980 68.5/60.5 4s/312 - - - - - - - - _ _ - ;
1981 20065 asi3t - - - - - - 90-1533 - - - i, -

Plerre Thenevin, 1973-1978, Author, 1981 (Thenevin notes producer prices offered by private merchants
varied between 15-27 FCLA in 1973 and 18-35 FCFA in 1974.)

Source:

1
~/Pr1ccu usually thosge set. at end of growlng secason ln previous year.

£/wh1te gorghum, pearl millet, and corn are higher than red sorghun.

A/Prlcca varied by commodity and quantity bought, purchases were made of millet, white sorghum, red sorghum,

corn, und poellshed rice.



scientifically collected, suggests that the general pnroduction

levels may de reflected. Certainly the high production levels in
the 1974/75-1976/77 zeriod shows some relationship with the lower

prices noted in that period. Likewise, July-Augist prices were
very high (in Ouaga as well as other parts of Upper Volta) which

would be reflecting a low production vear in 1680/81.

SEZD AND LCSS

These estimates are made on the basis of 3.5 percent loss in
sterage of total production and seed requirements of ten kilograms
per hectare planted. Acreage is based on a simple 409 kilogram
per hactare yield that zives total production. The former loss
estinate was made by a Xansas State University mission that looked
into traditional storage. Most sxperts would .robably concur
for Upper Volta. One problem arises with the point at which losses
are estimated. Some estimates start with the standing crop and
compare that with consumaole grair. 1In this case, we have assumed
a granary in-out comparison. The actual amount used for seed
will vary with the type oI crop {size of seed), deasity of planting,

and frequency of replanting. The MDR estimates tha:t at about

155,000 tons for 1980/81 and the multidonor mission at 100,000.*

CCONSUMPTION NEZEDS

Tor consumption, t

)

e population figures were the 1975 census

figures Sf resident population. This was assumed to have grown

.

2

[oV]
{
<
[{]

.0 percent throughout the vericd. This method ailows about

("]

98,532 more rasident population in 1581 than is used by the government.

-

*USAID - Menmo Christine 3rown, FrP acaitor, June 4+, 1981
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Fer capita consumption was tased cn 130 kilograms of whole
grain. This figure makes no adjustments for rural-urban consump-

tion patterns, inccme relatiomnships, regional difference

w

, OT

ethnic variations. Also income and price 2lasticities have not

been measured. Therefore, this can be only at best a very Tough

estimate.

IMPORTS AND FOOD AID

Both categories are suspect, but are generally from FAO data.
First, it appears that no acccunt has been made for unofficial or
clandestine imports from neighboring ccuntries. These have been
substantial in some years when large price differentials existed
across borders. Food aid appears not to have taken into account
the varicus feeding programs such as tnat run by CATHWEL, although

~t obviously contributes to the overall balances.

OTHERS

Finaliy, Table 21 does not include in consumption figures live-
stock and incdustrial uses which the government estimated at 15,000
tons in 1980/81., Given that there are no available studies to
indicate elasticities fer the meat/cereal price ratios, it is

33
— L

rH

ficult to make estimates. It seems unlikely that much grain

{other than bv-products) were fed to livestock with careals over
90 FCFA per kilogram on parallel markets in 1681.

with che drought of the early seventias aand the continued

wn
o
o
=
ct
w

ua
({1
ct
(9]
')
M
2

eals, food aid became a2n important part of meeting
cereals needs in Upper Volta. In order to handle this donated

2rain, as well as to facilitats marketing or loca
> b >

14

iy produced graia,

vIT
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OFNACER had as its
remunerative price
accouat low buying
one harvest to the

stocks during good

mandate to encourage production by offering a

H

to the farmer, determine prices that took into
power, and stavlize the price for cersals from
next. Finally, OFNACER was to establish security

production years to protect the country during

vears of low production.



VIII. MARKETING EXPERIENCE TN UPPER VOLTA

The Government of Upper Volta has undertaken marketing of
agricultural products with several different approaches. These
various policies reflect problems the government has had with
marketing rather than any inherent shift in ideology toward
government invelvement in the marketing system. It is ciear that
the governmen:t has aiways felt that it must undertake marketing
in the agricultural sector. It has never been stated that this
general policy was to capture any "surplus" generated in this
sector. Rather, the policy derives from an often-stated assumption
that the non-gcvernment nmarketing sector enjoys huge profits that
it extracts from producers and consumers alike. This at:titude is
rerlected in the approaches tak:n to marketing since 1$68/69
and the evolution to the present position of OFNACER. Two periods
are distinguished: the 1968/69-.572/73 period whan marketing was
exclusively cash crops; and the 11373/74 present period when

cere2als marketing received increa. ag attenticn.

1963/69: Purchasing monopoly j;iven to the ORD's*
generally by the staiutes creating the
ORD's. This was repcrted a failure as
the ORD's were not able to captuve a large

part of the market.

*ORD, Organisme Regional de Developr :ment.
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1969/70: The purchasiag monovoly was contractad to
merchants for a set margin. This system

appeared difficult to control.

1970/71: Merchants bought a license to purchase for
an established fee (30,000 FCFA). This system
was reported disadvantageous to the ORD's

who needed marketing prorits for their operations.

1971/72: Principle of monopoly was abanduned in favor
of direct competition between ORD's and

merchants. ORD's generally could not compete.
1972/73: Marketing zZiven over entirely to merchants.

During this period of ''cash" crop marketing, the monopsony

approach was attempted and Sinally abandoned. Enforcement of a

monopsony market was left exclusively to the ORD's. At the
national lsvel, the government agencies responsible for exporting

products mace no attempt to limit their buying exclusively fronm

the ORD's. In fact, they usually treated the CRD's as just another

merchant and gave the ORD's target prices, but no purchase contracts.

From about 1373/74, cereais marketing entered the picture.

Ny

[
(Vo)
~1
[¥2]

~
~1

s

The ORD's were given the monopscny to buy
cereals from the producers and COFNACER was
given the monopolv to sell to consumers. The
ORD's were required to sell oniy to OFNACER.

However, CFNACEZR was under no obligat

e

011 to

-

puy from the ORD's. In VYatsnga CRD 0

[ )
o}
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example, the ORD bought 667 tons of gra

dut could only resell 300 tons to QFNAC

til
I
*

OFNACER continued to buy from merchants,

therefore, undercutting the ORD's attempts

o

to es5tablish a mcnopsony.

During the 1973/74 to 1576/77 period, OFNACER advanced funds

tc the CRD's to buy cereals. Repayments on delivery of cereals

often were not made. For exaample, the 1978 QFNACER budget notes that
accounts receivable {or debts owed to OFNACER) were 601,966,998

ECFA, of wnich 492,200,213 were owed by the ORD's and wers doubtful.**
3y the 1579-80 anpual report, these had dropped to 353,366,521

FCFA with ORD's owing 482,847,755 FCFA.*** In the minutes of
the meeting of the Council of Administration {Directors Board)
of August 23, 1979, it was noted that these dated from 1975

and, in certzin cases, dsbts were owed by firms chat were a0

f

onger in exlistence. The Commissicner of Accounts” ™ * was named

p—
Yo

by}

P

78, and there had been no financial controls since 1973, *%+*+

*BARA report, March 1576, "Situation Actuelle De 1'CRD Du Yatenca."
by (-]

**$5,009,855 and 52,461,001 2 200 FCFA = 1S U.S5., 1978 rates.
32,188,971 and 31,789,819 2 v.day's rate of approximately 273
FCFA = 1 U.S. dollar.

k¥*$21,769,332 and 32,314,239 ® 200 FCFA :t» 1S U.S., S2,01%,060
and 31,755,310 2* 275 FCFA to 13 U.S.

**=x*Commissairs sux Conmrtes.

tt*i’t

1 De la Reunicn Du Cecnseil D'Admini
'Of:lC° National Des Cereales (OFNACER), Augus

-
d¢

-
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During the period 19735-1977, OFNACER operated under the
Ministry of Commerce. In 1978, OFNACER was placed under the
Ministry of Rural Development. The buying policy of OFNACER
was changed in 1978 in favor of a more direct approach. Probably
due to the enormous debt incurred when working through the ORD's,
OFNACER decided to buy through its own agents or contract with
merchants and village grcups.

1978/79:* Direct buying. Goal was set at 30,000 tons

which would be used equally for long-term security
stocks and price stablization. OFNACER planned
to buy 8,720 tons dirsect and contract with
merchants rfor 21,239 tons. Sixtyv-five buying
centers were established. The actual results

of the season were 15,285 tons 063 kilcgrams

bought divided as follows:

7,074,170 OFNACER agents
1,082,501 Village grcups
2,863,851 Non-contract mervchants
1,252,761 Contract merchants
15,285,063+~

1979/80:*** Direct buying with heavier emphasis upon

OFNACER agents and less on merchants:

*OFNACER, Campaign de Commercialisation, 1978-7¢
**Repert nas errors, totals 153,283,063.

*¥*QFNACER, Campaign Ze Commercialisation, 1979/80.
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20,000 CENACER agents
5,000 Viilage groups
5,000 Contract merchants

30,000

OFNACER assembled a list of 97 merchants from the

previous vear and § new merchants and askec them to

enter into contract to deliver grain.
offered a 2 FCFA/Xilogram commission

and a 2 FCFA fee for transporting to

Contracts
for buying

nearest

OFNACER warshouse. No responses were received.

Meetings organized ia OQuagadougou and Robo

Dioulasso with merchants finalily led to 35

w
(o)

contracts for 8,1 tons.

CENACER estap
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75 dbuving centers.

OFNACER was able to buy onliy %,054,250 kilograms

0f grain broken Jown as follows
6,852,601 OFNACER Ageats
2,073,694 Village groups

127,965 Contract merchants

9,0

54,260

the most part, OFNACER blamed the poer results of

i

.21 problems of the agency and high
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1980/81: Heavy emphasis upon direct buying and buying

through vililage groups.

Planned 1980/81

OFNACER agents tens

Village groups tons

Contract merchants tons

40,000 tons

OFNACER established 25 buying centers.

The results were generally abysmal. Although

final reports were not available for the entire

season, total

purchases were approximately

2,500 tons of cersals.

Many areas of the country
where grain purchases had been good in recent

years contributed nothing in 1980/31. Contract

merchants reportedly :otaled 13 in Jaruary 1981.

The OFNACER Report of February 23, 1981 gave

<

the
breakdown by commodity as shown below, obut did

not give the breakdewn by buyer.

1980/81 Buving

Commodity

white sorghum
Red sorghum
Millet

Mais

Niobe (cowpeas)
Padéy rice

Total to 2/

!

1,552,574
73,470.5
119,537
317,289
5,000
53,839.5
28/81 2,215,3530.0
I1l. &6
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The above description of the government’'s invoivemen:t in
marketing is both brief and incomplete. Almost no study was given
to the functioning of non-grain markets. Brief discussions with
varicus officials and technicians indicate that markets having a
unique internal demand or oaly expovt demand, such as cotton or
rice, which require processing available only to the government,
can operate under stroug govermment control. Markets which have
high and diverse interral demand, but which require special handling
and transport, such as grain and vegetables, can be controlled
only through the transpert network, but then at high cost and loss
of efficiency. The livestock market is virtually uncontrolliable.

This does not mean that the government has relinquished izs
desire to control these markets. The fact that monopsonys and
monopolies are no longer promoted results from past failures at
complete market control. It is proobably fortunate that these
attempts did £fail. Had tuey been successful, market distortions

would probably be even greater than sometimes appears at tresent.

For example, contract merchants were to agree not to do marketing
outside of the dates orf the market season fixed by the government

JT to move or transport prodiuce outside of the Department in

which they had authorization to buy. It was never made cliear

wnat producers were to do when they needed menevy outside of the

puyiag season. It wa

7

215¢ unclear how the goverament would

determine the allocation of grain to markets throughout the couatry.

ViIi. 7
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A commission established by the Ministries of Commerce and
Rural Development to look at grain marketing notes most of these
problems.* They further note that the privats sector is always
ahead of OFNACER in buying grain due to the merchant's long establish-
ment in the villages, his methods of credit, his early entry iato
the market (presumably soon after harvest), etc. They further
note that OFNACER is beaten by the competition and, therszore,

controls only a very small part of the market.

The Commission followed the reccmmendations made by the
Council of Ministers of CILSS,** in which they renounced a move
to monopolization and supported using all economic agents in
marketing. There is, however, a note that the prices a.e un-
controliable in the large urban centers "because of in-imidation
by the merchants' and "situaticn of insecurity by agents of the
price control service.” Therefore, they note that there is ina-
sufficient information on quantity marketed, on the supply at
markets, as well as the fluctuation of cereals in time and sopace to
develop a valid cereals policy.

The Commission made several recommendations that they felt
would improve the cereals market in Jpper Volta. The most signi-
ficant points bearing on the structure of the narket were:

1. All nmerchants, village groups, cereal banks, and

OFNACER must repor:t on stock noldings.

*Rapport Relatif a «a Commercialisation Des Cereals, January, 1981.

**CILSS, Coliogque de Nouakchot:, July, 197¢

.
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¢. A percentage of all stock holdings would be turned

over to OFNACER.

5. Prices would be fixed inciuding:
. producer floor price;
. price delivered to OFNACER; and

. consumer ceiling price.

4. Price controls would be enfarced with police/military

assistance.

wn

. Céntracts for grain deliveries with OFNACER would

be enforced.
5. The population would be asked to rsport grain hoarders.

The recommendations demonstrate the continuing problem that
the gocvernment has had with marketing due to the total lack of
information on the market and the failure tc understand the
structure of tiiat market; a movement to market control is proposed.
rlowever, given the past failures at market control, there is no

reason to expect this attempt to succeed.

Merchants are generaily suspicious of government agents
and forms, and with the threat of having to turn over part of their
stocks to OFNACER, it is doubtful if any stocks would be Teported
Enfcrcement of Zixed prices in the past has generally lad to

market distortion and usuallv shortages and high blackmzrket prices.

VIII.
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The concept of hoarding, always advanced as the problem when prices
rise, plays on the devil theory of private merchants. The fact
that the people may buy and store grain hoping for profits from
price rises does not necessarily constitute undue exploitation.
If this type of speculation were large as a percencage of the total
market movement, it would most likely have a moderating effect
on price movements.

For OFNACER to carry out the mandate given it, it is absolutely
essential that they understand the structure of the market they
are trying to influence and the economic forces cperating in that
market. Witthout this understanding, any success from policy
decisions on market prices and supplies will be only coincidental.
It appeaars that at this point, the debate on the degree of control
and direction of influehce that OFNACER should take has not ended.

In a May 1381 report from OFNACER, a five-year program was
laid out for CFNACER's market intervention.* The report reiterated
the.mandate give to it by the government, viz:

. Establish a guaranteed buying price to the producer

to encourage increased cereals production, and

stabilize cereals pri.:s for the consumer at a level which
takes into a<-~..= the low buying power of rural and

urban populaticnhs.

"OFNACER, MDR, Fiche Technique De Project, "Programme

3 : ) : De Comner -
clalisation Des Cereagls et De Stabilisation Des Prix =n Haucs
Volta,” May 1981.



With these goals in mind, OFNACER's main objectives are:

1, Transferriang grain from surplus tec deficit areas.
o D by

. Ease problems of "scudure' between harve:st by

assuring supplies in urban centers.

-

(92]

Assure stavle prices of cereals in consumer markets,

and
4. Build a pational steck for emergency.

OFNACER argued that they needed to handle 60,000 tons of cereals
per year to stablize prices. Therefore the program for the

next five years was to progressively increase local purchases

as follows:

1981-82 50,000 toms
1682-33 40,000 =ons
1385-84 40,000 tons
1984-35 50,000 tons
1985-36 50,000 tomns.

The entire project, estimated to cost 6,059,590,000 FCFA,*called
tor farm gate prices to rise from 50 FCFA/kilogram in 1981-82

to 60 FCFA/kilogram in 1985-386. Sale prices would rise from

75 FCFA/kilogram in i681-82 to 101 FCFA/kilogram in 19835-86.

Subsidies on OFNACER's operating costs were to decline from 7 FCFA/

Kilogram in 1981-82 to zcro in 1983-86. Annual marketing cost

*§22,034,545 at 275 FCFA to 1 §U.S.

**The reason for subsidizing OFNACER's operations 1s in part because
the price ccmmission recognizes OFNACER is not efficient and in
part Decause OFNACER argues it is establishing an organization
to nendi2 at l=ast 30'900 tons orf grain; so iuc fixsed costs are
nigh at the cutse:
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increases, using the 1980-81 base, are 10 percent, 10 percent,

4 percent, 4 percent, and 4 dercent, with the cost of sacks
rising 10 percent per year. The cost factors, although somewhat
suspect in relation to 1979-80 costs, are probably reasonable

if grain volumes reach targeted levels. However, no explanation
is given for arriving at the farmgate price levels, nor the
ability of those levels to attract grain in the quantities
targeted. For example, in a2 study conducted in 1979-80 in the
Manga region south of Quagadougou**, market prices at rural
villages seldom were lower than OFNACZR producer prices and

were higher than CFNACER consumer prices more than 50 percent of
the time. Table I3 summarizes the raw data from that study

relative to OFNACER prices.

It is not surprising that Sherman notes that GENACER came
to the market and tried to buy one day each in 1979 and 163G,
dida't dbuy anything, and left the next dav. More critical, probably,
1s the fact that in over 30 percent cf the observations of 1979/
1330, the markst price was above GOFNACER targeted producer prices
for 1985-36.

Although Sherman warns not to extrapolate from her study to
the whole country, given the paucity of information on grain

marketing in Upper Voita, it probably offers some insights into

*Jacqueline R, Sherman, "Crop Disposal and Grain Marketing in the
Manga Region of Upper Volta - A Case Study," CRED, University
o Michigan, Februaryvy 1981, preliminary repocrt.

=] b ‘ h r

The price data was collsctad Zrom Sep: .mber 1979 to September 1630
in 3iX markets ovar a seriod of 50 weeks. It should be noted

that rural markets in Upper Velta function both as producer zad
consumer narkets.



TABLE 24

PRICES ON SIX VILLAGE MARKETS IN THE MANGA REGION

White sorghum

Pearl millet

Red sorghum

RELATIVE TO OFNACER PRICES, 1979-80 1/
z/ 3/
OFNACER Prices N= No. Observations=
Producer
FCFA Above Below
(Kg.) Consumer Censumer Producer
104/ 578/ 283 162 1
104/ 573/ 263 169 3
328/ s0l/ 250 178 2

1/

2/

no crop sold.

~
9 . -
2/ \umber of weeks

4/

-’ Producer prices

5/

=’ Consumer

8/p

7/

~"Consuner

roducer

pricas
prices

prices

*Six markets weekly for

prices
raisec
raised
raised

raised

=" Data collected September 1979 to September 1980.

50 weeks, some observations missing or

were above or below OFNACER prices.

to

to

to

to

15
70

o/

62

FCFA late in 1980.

.G FCFA lats

1980.

FCFA late 1980.

.0 FCFA late 1980.

should have affected prices only after November 1980.

Source:

Jacaqueline Sherman.

VIIL.
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the market OFNACER is attempting to regulate. Sherman identifies
six types of traders operating in the village markets of the
Manga region.* These are:

1. regional traders;

2. middlemen; )

3. 1largze bush traders;

4. assemblers;
5. peasant/traders; and

6. government traders.

Regional traders buy and sell in the regional markets, storing
grain in a warehcuse at the market between market days. Often
they deal in more than one commedity. No more than ten operated
in the Manga market. ‘

Middlemen buy on market day on their own account or for
Quagadougou ccllectors. They are usually farmers who devote

two days per week to trading. They never store grain.

Large bush traders are similar to regional traders, but usually

operate, oiten as the scle trader, in bush markets.

Assemblsars come from Cuagadougou to buy on market day. Some
have warehouses, but most ship grain on their own trucks or on
bush taxis to Ouagadougou on the day of the market. They buy
from the middlemen exclusively, whonm they sometimes £financa. Each

has his cwn clients.

*Sherman, pp. 43-14.
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Peasant/traders buy grain to store Zor resale prior to the

next harvest. Only one or two existed in each of Sherman's study
villages.

Government traders (commercant agreer or contract merchants)

buy thrcugh a formal agreement with the government. There were
none for grain in Manga.
Sherman suggests that although entry iato the market is

relatively easy, when large traders enter the market, '"the market

pde

s in fact monopsonistic or oligopsonistic."* This conclusion

is arrived at primarily by her observation of an ad hoc price
-fixing on a given market day. However, she notes :hat irregular
traders, traders outside the market, speciality buvers, and quality
buyers, alter those prices.** Actually, her distcussion of the
markets and comments from principles in the market suggest a highly
competitive structure. The main influence on prices appears to

be the OQuagadougou market, and price discourts for transport

and handling seem to dictate the local market prices. Farmers

appear willing to transport grain to more distant markets if they
feel the price spread is greater than transport costs.

Although cdefinits conclusions must await Sherman's more
sopihisticated econometric analysis, the Manga market appears to

nave many of the elements o

41

other West African grazin markets.

Although there appears to de some collusion at the regional and

*Sherman, p. 51. However, she did not exactly identify '"large

H t
tracer,.

*

n

nerman, ».
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larger markets* betwesn traders, it is probably at best only short-
term price fixing. The real determination of price is still the
large urban markets. Long-term speculative storage appears to
occur only by village farmers. Other storage appears to te short-
term, probably no more than a week or two, so that pipeline grain
from producer to consumer is probably relatively constant. These
observaticns would be supported by examining the Quagadougou market.
First,grain is always of excellent quality in the city markets.
Given the high degree of insect infestation of off-farm stored
grain in Upper Veolta, the lack of such infestation suggests the
grain has only recently left farm storage. Second, the volume of
grain in OQuagadougou, as well as other urban markets in Upper

Volta indicates that price was regulating flows of grain, not

arbitrary decisions to hoard grain for price manipulation.

*Price determination at U.S.-country grain markets is lictle
different. Prices are dictatad by national cash and futuras
jrain markets, anc there is little difference im prices offered
from one buyvar to the nex:.

ol



IX. FARMER MARXETING DECISICNS

irtually no study has been done of the decision-making

process of farmers relative to their grain sales. Some tentative
work has been undertaken on a very general scale concerning farm
storage, but it is not of adequate quality to generalize nationally.
Sherman's more detailed forthcoming analysis should give some
insights into farmer behavior for one area of Upper Volta, but
more detailed work is obviously neseded, particularly for the
Mossi plateau and for the west and southwest parts of the councry.
Therefore, these comments are general, and are drawn from a large
number of soﬁrces and discussions in Upper Volta.

The most thorough study of the structure of the rural zconomy
in Upper Volta was undertaken by ORSTOM as a part of an overall

examination of labor migration by the Mossi.* 0

)

particular
interest is the work of Gerard Ancey** covering rural households
in the regions of Koudougou, Yako, Zorgho, Tcugan, and Dedougou.
This study, unfortunately covers cnly the Mossi plateau and Mossi
colonists in the Dedougou area.

As can be seen in Table 23,cerezls plav an important role
in the household budget. However, wide discrepancies ars noted
between regicns. This large difference is generallv explained
by the availability cf land to produce cereals and the other
sources oi income of the household. 1In the most dansely populated
tones, such as Yatenga, westera Xava, northern Xoudougou,

income irom cereals is low and the 2xpenses for cereals are aigh.

*ORSTOM, Enquete Sur les Movements De Population a Parzir Du
P3vs Mossi, 193753.

**CRSTC 1, Ibid., Vel.
Aszects Zconomiguss.

[l ]
-
-
[}

2rard Ancsy, "Milieux Ruraux Mossi
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Roudougou
Yako
Zorgho
Dedougou

Tougan

TABLE 25

THE ROLE OF MILLET AND SORGHUM IN THE
CCMPOSITION OF HOUSEHOLD BUDGETS

(Percentage)

Expense Receipts Expensel/ Receipt= Margin Fiualg/ Final
(Total) (Total) Commercial Commercial Commercial Expense Receipt
17.75 7.44 55.45 16.49 -33.81 10.01 3.89
2.03 156.00 1.59 -0~ - 6.59 2.74 22.77
10.81 2.07 22.09 2.1 ~-111.88 6.67 2.01
9.33 9.47 8.13 8.32 + 9.45 10.30 19.37
20.43 $.45 12.73 12.22 +10.29 29.18 5.87

1 . , . 5 . -
— Commercial desiznates commodity was beught or soid for commercial profit or

was tranforwzed.

2/

percentage.

Source:

Ancav (ORSTOM).

—
-

Final indicates commercial was subtracted from total Lefore calcularing

b



TABLE 26

AVERAGE REVENUE PER FARM (EXPLOITATION)
FOR VARIOUS REGIONS OF UPPER VOLTA BY SOQURCE OF REVENUE
(FCFA)

Yatenga Kava Koudougou Quagadougou Koupela Bissa Together

Cereals 900 3,600 2,100 6,700 3,400 6,900 4,100
Gardening 1,000 5,900 2,400 2,400 1,700 2,600 2,400
Cash
Crops 500 3,300 2,100 2,100 2,600 900 2,100
Livestock 9,500 7,100 6,560 3,600 3,500 5,200 5,700
Crafts 3,200 2,300 1,100 : 700 1,600 400 1,600
Total 15,000 20,200 14,200 15,500 2,800 6,000 15,960
Ave.
Exp. for
Cereals 6,600 5.600 2,800 1,700 1,600 1,800 2,900
Taxes 3,500 5,000 2,200 2,500 2,600 2,600 2,800
Proportion
of Farms
Paying taxss
with Laber
Migration
Revenues

(3 51 10 30 13 i3 10 17
No. of
Migrants
Absent per
Farm 1.21 .64 1.32 73 .61 1.08 .38

Sourca: ORSTOM, Vol. II.
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These are also the areas which contribute the highest number of
migrant workers.

Although the CRSTOM studies are now almost a decade old,
the structure of receipts and expenses is probably not drastically
different today. Kaya appears to be, in general, more of a
deficit producer today, an observation supported not only by OFNACER
cercals sales ia Xaya, but by the rapid disappearance of cash
crops in the Department. The structure also supports our comments
made elsewhere about intra- and inter-village cereals movements
as well as intra-Department movemeuts. Ouagadougou, though appearing
as a net producer if individual farm revenues are aggregated,
undoubtedly has net production similar to Bissa in the south
and net deficits of cereals in the north near Yatenga. The
same wi1ll hold true for Koudougou.

Given the tremendous upward movement in prices for cereals
in the pa't decade, one would have expected farmers to produce
more cereals for markst and a shift in the general structure
of farm inccmes. This does not appear to have nappened. What
has happened cver the past two decades is an out-migration from

the densely populated Mossi plateau, both for employment on the

coast and to less densely populated lands. In the decade up to
1975, for every 100 families relocating on new lands, 75 relocated

within Mossi country, 135 went to the northwest and 7
west, cniy 5 mcved east. This, however, seems to be -omewhat

distorted. During the 12-year pericd, 1961-73, movement outside

'

Mossi country was rare, but became vpradominan:t in the early

n

1870's. T

1)

is

™
w

evident today below the Cuagadougou- Bobo Diculasso

9
“3
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road where several new Mossi villages exist in non-Mossi country.
The movement has become so intense that Marchal describes it as

"no longer a migration, it is an exodus.”* The out-movement of

people from the Mossi plateau is probably just keeping pace with
population growth. However, given that some areas have over 30
percent of the male workforce between the ages of 13-44 gone,
agricultural production suffers from lack of labor. Given the low
level of technology and capital investment, it has meant food pro-
duction has not kept up with food needs, hence there is an increased
need to shift food co these areas and further out-migration.**
For example, the relationship of insufficient food production to
out-migration can be compared in the 1971-72 ORSTOM study. (See
Table 28.) The sample study for this area, as seen in Table 27,
indicates that 59 percent of farms buy cereals while 32 percent sell
cereals, and 15 percent both buy and sell cercsals, while 24 percent
do neither,

TABLE 27

PERCENT OF FARMS THAT BUY AND SELL CEREALS

Buy Total
Yes 15 44 59
Yo i E) 1
Tota. 32 gi 100

u
ll

Source: 3Soutillier, ORSTOM, 1975

*J. Y. Marchal, "Geographie des aires d'emigration," ORSTOM.

pe

*~Boutillier, ORSTOM.



TABLE 28

NUMBER OF FARMS WITH ADEQUATE FOOD PRCDUCTION
AND PERCENT OF LABOR MIGRATION OF MALE WORX FORCE

Harvest

Sufficient Yatenga Kaya Koudougou  Quagadougou Koupela Rissa To

3

Yes 43 28 49 36 31 39 37
No 33 . 21 42 29 26 35 32

Percent of
Migration

of Male
Labor Force .
Age 15-d4 43 28 49 36 31 39 37
Age 15-39 33 21 42 29 26 35 32
Source: OQRSTOM.
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Evidentlv those farmers who sell but do not buy cereals are
the surplus producers (17 percent). Those who buy but do not
sell (44 percent) are deficit producers. Those who neither
buy notr sell are probably close to self-sufficiency, while
those who both buy and sell can be either speculating or exchanging
cne type of cereal for another.

It is likely that as farmers from the densely populated
areas colonize available lands to the west, south, and east,
cereals production will iucrease. This was evident in Ancey's
work above relative to the Decougou region. However, it is evident
that farmers prefer to meet cash requirements from other scurces
and, therefcre, cereais sales in the short-run probably will
only rise if unusually good harvests occur. In the longer run,
Cersals production will probably increase only if the returns
to labor in its production can compete with cash crops or labor
migration.

[t is normal for farmers ia the Sahel to attempt to reduce
the risk of cereals shortages by maintaining on-%arm stocks.
here is, therefore, a built-in reluctance to sell stocks if
cash requirements can be met elsewhere. Unfortunately, no in-

formation exis

(a3

s to determine what those desired levels of stocks
should be. Some evidence from Niger indicates that farmers

were willing to maintain at least one year's fcod requirements

in on-farm stocks. When their on-farm stocks decreased, thev

were reliluctant to sell cereals =van in the

rh

m
1,

C

[{]

Cf tremendous

g

rice increases for cereals.* It would be surprising if Vo

¥

"NigeT, Ag. Sector Assessment, USAID, 1979., Vol. II.
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farmers did not have similar behavior. I£ this is true, then
only with several ccnsecutive years of high production levels
will volumes marketed show any great increases.

The MDR estimated on-farm stocks at 50,000 tons in early
1981. This represents less than 5 percent of annual production
levels and requirements. Although this figure seems extremely
low, it i1s probably relevant given the recent years of production
deficits. Thus, high farm gate prices should be expected for
several years as farmers attempt to rebuild stocks. Sonme arzas,
with good rainfall may have adequate production from which
on-farm stocks have been buiiding. This would allow scme regions
to market cereals. However, it would be expected that private
grain traders will bid up farm gate prices in the face of overall
lower nativnal market supplies, thus, effectively cutting
OFNACER cut of the market. OFNACER's declining market share
over the past three vears seems to substantiate this argument.
in other words, the major problem is inadequate supplv due to the
low level of tachnology, poor rainfall, and falling productivity
in certain regions. Price incentives can have only minimal
effects on producticn volumes in the face of these comscraints.
Sven with production increases rising faster than consumer
requirements, demand from neighboring ccuntries will mitigate
against softening of prices. Therefore, OFNACER should only

~
Ve

éxpect to purchas2s liar volumes in abnormally high production

113}
(]

vears, and then cnly in regions where previcus yesars' crops have

been adequate to permit on-farm stock duildup.

-
-~
w
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X. OFNACER INFLUENCE UPON PRICES

It is difficult to evaluate the impact that OFNACER has
upon prices. Prices have not been collected systematically on
the opren market, and the structure and volumes of this market
have been little studied. The limited data shown in Table 23
would suggest that OFNACER has set official prices* below the
Ouagadougou market prices in all but two years since 1673. In
1975, its prices were considerably over the market price, and it
lowered those prices in 1976 to more closely correspond to market
prices. Although little recorded price data was évailable;
discussions with various officials and foreign stecialists suggest
that consumer prices have risen spectacularly since 1977 and are
consistently above OFNACER prices even though those prices have
risen steadily throughout the decade. In fact, one study under-
taken in villages south of Ouagadougou™ suggests that producer
prices are often as high as OFNACER's consumer prices.

A major problem in evaluating OFNACER's impact on the consumer
market is the lack of information on the volume of grain entering
the commercial market. However, it is clear that two large groups
are usually major consumers with inadequate production. Those are
urban populations and northern pooulations. If we added only

S

the larger urban areas of the southern and central parts of the

*Prices are actually set by 2 government commission with an
upper limit on consumer prices, reflected as official price.

**Jjacaqueline R. Sherman, "Crop Disposal and Graia Wa*keulno in
-ne Manga Region of aner Volta - A Case Study,’' prov1:10nal
report, February 1981, CRED, Un1vers1‘ cf W1cn1can Se2 also
section on "Markating X erieace in Upoe* Volta."

~r -
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country (Ouagadougou, Bobo Dioulasso, Banfora, Xoudougou, Dedougou,
Tenkodogo) and, assuming they have a growth rate approximately
equal to the population growth rate of 2.0 percent per annum in
1981, their urban areas would have a population of about 45C,000
persons. Further, assuming that they consumed cereals at the
national average and that they were 350 percent self-sufficient,
a market of over 40,000 tons would be required to meet urban needs.*
The northern areas, especially the Departm2nts cf the Sahel (Dori),
Nord (Ouahigouya), and Centre Nord (Xaya) are generally not self-
sufficient in cereal production. In bad to poor years, these
areas are probabiy no more than 70 percent self-sufficient by
national avesrages. Thus, with their combined current populations
of around 1,700,000 inhzbitants, thess areas could be short up
to 90,000 tons of cereals.*

Ever. in the generally self-sufficient areas such as Est (Fada),
Centre (Ouagadougou), Centre Quest (Koudougou), and Volta Ncire

(Dcdougou}, intra departmental shortages often occur. Final

(=]

Y,
throughout ths country, smaller urban centers in the 3,000 to
8,000 population range, such as Gaoua, Po, Koupela, Nouna, laore,
Xombissiri, etc., enough non-producers exist to create a lively
commercial market. These may be urban consumers such as government

employees, laborers, and artisians, or rorzl consuzers such as livestock

raisers. Add to this significant transacticns made for local

"Actuzl growth rate may be considerably greater for some of the
areas than 2.0 percent, aotably 3obo Dioulasso and Cuagadougou.
Consumption patterns would tend to be more skewed toward wieat
and rics, more expensive certeals, and higher incomes would be
offset by greatsr consumption of red meat, fisn, and poultryv.

I ban centers, 30 sercent seli-sufficiency is
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processing (local beer, cakes, etc.), adjustments to stocks and
shifts due to commodity exchanges (sorghum for rice or corn,

for example). Cne, therefore, has a picture of a large commercial
market. Summarizing possible transactions, we can estimate some

high-low possibiiities of grain movements:

Large urban 40,000 60,000
Inter-departmental " 60,000 90,000
Intra-departmental 30,000 60,000
Small urban 20,000 40,000
Intra-village, local 3,000 10,000

155,900 260,000

Realizing these ares at best oaly rough estimates, the commercial

grain trace ranges ircm 15 percent to 23 percent of the

(¢

annual prcluction. Such figures compare well with estimates

made in neighboring Sahelian countries.* At recent market prices

of 90 FCFA/kilogram, this amounts to 13.45-23.40 billion FCFA.**
OFNACER claixs that its market studies show that OFNACER

must "manipulazts" 60,000 tons of grain peT year 1in order to have

an iampact on national cereals prices.*** In the nast three vears,

OFNACER has never obtained that amount. Sales for 1378-79 were

21,248 tons and Zor 1979-1980 were 28,845.**** If the above

“See Niger Ag. Sector Assessmen:, Volume II, Part F, USAID, 1979.

**$50,727,275 to $853,090,909 at rates of 275 ©C

l}]

A= 51 U.

wn

Irom Minister of Rural Develormen: to U.S. Ambassador,
1, 1931
i1, 1 .
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http:13.45-23.40

estimates of the amount of local grain marketed are rzasonable,

then OFNACER's sales represent from 13.7 percent to 8.2 percent

of the total of local grain marketed in 1978-79 and 18.6 percent

to 11.1 percent in 1979-80.

OFNACER's grain sales, however, are made up almost 80 percent
by food aid. In the three-year period of 1977-78 to 1379-80,
OFNACER received 68,983,978 Kilograms of foreign aid 3Jrain.
Table 29 gives the breakdown of those grain receipts and their
disposition as of September 30, 1980. The net amount of this
food aid, 65,748,603 kilograms, represents an average of 21,249,534

kilograms per year, the equivalent cf the entire OFNACER sales

tor 1973/7% and 73.3 percent of sales for 1979/80.

p

&

s of June 1981, 26,889 tons of food aid had been committed
for the 150u,31 year, most of which was expected to arrive in
Upper Volta by September 30, 1981. This was considerably below
the 54,000 tons recommended by the CILSS multi-donor mission

or the 63,666 tons requested bv the government.

Because there are not data available to calculate elasticities

rh

of demand for cereals, it is difficult to determine how OFNACER

the market price. However, given the small percentage

w
rh
H
44

ct

W

th

ot grain OFNACER handles relative to the commercial market or

national consumption, it is doubtful if that influence is strong.
It appears that their influence is short term and limited to

periods when foreign food aid shipments arrive.



TABLE 29

FOOD AID RECEIVED BY OFNACER
1977/78, 1978/79, 1979/1980

Free Loss & Stock
Quantity Sold Dist. Spoilage §-30-80
Source (Kg.) (Kg.) (Xg.) (£g.) (Xg.)
U.S. Aid 20,72C,734 20,412,530 3,223 284,981
France 11,860,22 8,536,178 3,324,042
World
Food Pgm. 14,249,697 2,000,000 12,249,697
Nether-
lands 5,901,421 5,280,598 1,200 207,971 411,652
Germany 2,696,320 2,696,400
Saudia
Arabia 2,065,321L/ 2,065,321%/
Belgium 2,738,974 2,738,974
European
Common 2/ 2/
Market G,551,211=" 7,812,783~ 534,922 166,736 836,779
Total 69,363,97 2/49,477,463 14,851,140 377,930 4,857,443
l/Includes 580,000 kilograms of peanut c¢il and salt.
A/Includﬂs 200,009 kilograms of butter-oil.
3/Grain total: 63,983,578.
Source: OFNACER.
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XI. IMPACT ON THE CEREALS MARKET
FROM OFNACER'S PRICING POLICY

OFNACER establishes consumer prices for cereals on a per
sack basis for each commodity. Table 3Jgives the most recent price
breakdown for the various ;roducts handled. For the most part,
these can be regrouped into premium local grains (white sorghum,
millet and corn), local and imported red sorghum, and rice. Prices
established are then uniform selling prices throughout the country.
Obviously the handling costs of these different grains will
vary tremendously according to origin and distribution. American
red sorghum, for example, incurs costs to OFNACER only from the
railroad station in Ouagadougou (transport to that point 1is paid
by AID). Local red sorghum, which could be purchased in the soutchern
part of Xoudougou Department at Leo will incur transport costs
from that point to its sales point. For example, if local red

sorghum was bought in Leo and sold in Dori, total transport distanca2

would be:

Leo - Quaga 165 Kms.
Quagza - Kaya 93 Kms.
Laya - Dori 165 Kms.

Total 426 Xms.

At OFNACER's estimated transport cost of 335 FCFA/ton kilometer,

transport costs would equal 14.91 FCFA/Xilogram, whereas American

red sorzhum costs only 9.13 FCFA/kilogram to transpert {rcm
Cuagadougou to Dori.
The 5.78 FCFA/Xilogram additional cost for transport of lcza

sorghum aust be absorbed by OFNACER. Again, assuming local Zrain

Xi. 1



TABLE 30

OFNACER CONSUMER 2RICES AS OF NOV. 1980

Commodity Onit Size/Res. Price/Unit Price/Kgs.

(FCFA)
White sorghum 100 7,150 70
White sorghum 50 3,625 70
Leecal millec 100 7.150 70
Local millect 30 3,625 70
Red sorghum 100 6,350 62
Red sorzh / 50 3,2252/ 622/
Red sorzhum~ 45.36 2,943~ 65—~
Local wmais 100 7,150 76
Local mais 50 3,625 70
Mais flour 50 3,800 75
Whole flcur 100 12,800 125
Whol» rice 92 11,700 125
Whole rice3/ 50 6,450 125
Kou rice = 50 5,790 1190
Whole rice 25 3,275 125
Wnole rice 22 . 2,965 125
Broken rice 100 9,300 96
Broken rice 50 4,950 96
3roken rice 25 2,525 96
Wheat flour 30 6,200 125
1/

= U.S. red sorghum 100 1b. bags.

"
Z/Reduced to 2,745 on July 15, 1981, 60.5/Kg.
3/

='Local from Kou Vailey 64.52Z broken.

Source: Ofnacer, Note de Service 9958, Nov. 7, 1980, Application de l'Arrete
No. 04Q/¥CODTM/M0., 6 Nov., 1980.



is bought in Leo, OFNACER's transport costs tc Dori will be 9.14
FCFA/kilogram higher than delivering the same grain to Quagadougou.
This puts OFNACER in an unfaverable position vis-a-vis local grain
merchants. A single national price both at farm levels and con-
sumer markets will increasingly work to OFNACER disadvantage

because of the following general reasons.
1. Private merchants will outbid OFNACER in the most
favorable producing areas relative to consumer markets,
that is, areas nearest consuming centers and nearest

good road access where transport costs ars lowest.

2. Private merchants will sell in the most favorable
markets, that is, large urban markets with best

access to gOOd transpore.

5. OFNACER will increasingly be obligated to sell grain
in the least favorabls areas in terms of costs such

as the Sahel, Yatenga and Kaya. This will happen
because private merchants will favor the easier access
southern markets, shortages will occur and OFNACER
will have to supply these markets unless price dif-
ferentials are adequate to entices merchants to move

grain north.

4. To cover operating and transport costs in the more
remote northen areas, OFNACER will be oblizated to
aaintain high volume salss in the southern areas and

the large urban center
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Without high volumes of free donated grain from foreign
donors, CFNACER will not be able to move large volumes
through the southern and urban markets. This is be-
cause private merchants can outbid OFNACER on producer
prices and, therefore, wculd always capture the profit-
able consumer markets. This is due to the cost factors
that wiil be established by averaging. Thus, cost

margins would always be skewed upward as OFNACER

increasingly moves to lz2ss favorable markets.

Thus, with low volumes in the southern regions,
unit costs rise putt.:z further pressure on OFNACER

operating margins.

A similar situatior. will occur on the producer markets,
with OFNACER being :elegated to the most isolated and
distant producar -zrkets because merchants will out-
oid them in more :cessible markets. Therefors,
OFNACZR's buying costs will be higher than those of

the merchants.

The overall result wiil be a market distortion chat
wiil allow me-chants to profit in the most lucrative
markets and CFNACER, iZf it is to cover its true costs,
will have to set prices that will permit free opera-
tions of th2 merchants. If tTue CoOSts are not covered

oy the marxa2t margin of OFNAC

i
ct

R, they can only be aet
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3. A more realistic prics structure must therefore be
established based on actual handling costs which will
require a multiple price market. An effective geo-

graphic differentiation is nesded.

OFNACER's goal of stabilizing prices intra-annually, i.e.,
fr~m harvest to harvest, can be accompiished if, and only if,
OFNACER captures a large encugh volume of the total market so
that it can store grain and release that grain over the course of
the year. Market quantities drop and prices rise primarily in the
period of June through September each year, just prior to the

t

next harvest. OFNACER, 2t present, maintains an established price

throughout the year, consumer prics increases being made after a
new harvest is under way. The general assumption in Upper Velta
is that grain is hoarded until this period each year and then

released on the market witen 2xtremely high prices permit excessive

'

rofits to be made by speculators. However, the costs of ofy-farm
s§Tain storage” suggest that this may not necessarily be in the
interests of grain merchants. If OFNACER attempts to buy and
store grain for release in the short supply months, it will incur
1igh storage costs: [f OFNACER attempts to cover those storage
costs through consumer prices, those prices will be far above
consumer prices im the immediate post-narvest months. Prices will
gracually rise until OFNACER prices are reachecd. The degree to
whicCh market stabilization can >e achisved will be 2xtremely

linited. Ia fact, without imported cerea

[

s, OFNACER probab

§—
\<

could have no impac:t whatsoever.
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If OFNACER does not set consumer prices adeguate to cover
storage costs, then it will:
1. Subsidize the consumer, and eventually bankrupt

OFNACER;

2. Drive all merchants out of grain storage, forcing them

on to a strictly casih market, and cause instability

in the market; and

5. Divert benefits from rural farmers to urban consumers,

causing production disincentives.

The degree to which prices are stable or unstable on the

intra-annual market are more closely linked to farmers' cash

[ )

position than to ¢rain merchan: speculation. In general:
1. For purpcses of price stabilization, national
stock levels are important, but it does not matter
where those stocks are held, on-farm, merchants,

cereals banks, or OFNACER.

=

)

. Observatio- <-ould indicate that merchants are not
storing grain for long periods. Quality of grain in
Upper Volta's markets indicates that it either
recently left farm stcrage or merchants have much

better stock quality control than OFNACER.

5. The main 2lement of price stability will be the
elasticity of supply of the producers. This will be

Joverned by:

v T -~
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. quantity of in-farm stocks;
. demand for cash income by farmers; and

. sources of cash income to stock holders.

Producer's supply curves will tend to be more elastic
in years of high production, i.e., they will respond
to small changes in price, and less elastic in periods
of low production, i.e., large price increases

will be needed to bring forth greater quantities.

The supply curve is probably not linear, i.e., it is

exponential.

The aggregate supply curve will shift to the right
as on-farm stocks increase, thus, putting a greater
share of the market supply in the more elastic pertion

cf the curve, and hence a more stable national price.

The demand for cash income would be expected to be

relatively stable, with a gradual increase over time.

The supply of cash income for producers outside of
grain sales will be from:

. cash crops;

. livestock sales; and

. oZf-farm and migrant labor.

Livestock inccome will be relatively stable as it will

be limitec to the natural reproduction rates.

~
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10.

11.

The output of cash crops will depend on the production
season. Good vears will lower the demand for cash
from other sources such as cereals and farmers will
tend tc build stocks. However, good years will also
produce increased quantities of cereals, thus causing
a shift to the right of the supply curve, and hence,

lower cereals prices.

In the longer tun, the ratio of labor returns in cash
crops to labor returns in cereals will contribute
to the total cereals supply as farmers shift.out of

or into cevreals producticn.

Off-farm and labor migration could lower market
suppiies as less labor is available for production

and as family cash income increases with wage earnings

S

Exactly how these forces operats in Upper Volta is not very

well known. However, given the supply constraints fer cereals,
it is doubtful if CFNACER can have any impact on price stability
witiout largs volumes of donated grain. In the long run that

can only have a negative effect on local production.

XI. S



XIT. STORAGE COSTS AND THEIR IMPACT UPCN
INTRA-ANNUAL PRICE MCVEMENTS

The price variations from one harvest to the next harvest
should show increases equal to the cost of holding that grain
off the market. Those costs are capital costs for storage facilities,
operating costs for grain handling, costs for less in storage,
cost of tying up funds in inventories, and costs of taking risks.

In Table 31, these costs are estimated in comparing different types

of storage structures. The costs for warehouse storage were ap-
parently estimated for government storage of the type used by
OFNACER in Upper Volta. The estimate of 10,200 FCFA to 14,200

FCFA per ton per year of storage are low relative to comparable
parallel market values. First, construction cos:s are extremely

low, secondly, intsrest on investment is set at only 6 percent,
and finally, no allowance has been made for .nterest costs of
hclding inventories. Table 32 adjusts thoss estimates for a
privately-owned storage facility. The calculated annual average
Cost for a I0-year investment in storage facilities is 22,000
FCFA/ton.

For a private grain merchant, grain would be bought in the
lowest price period to be placed in storage and sold at what
ever point sales price equals or exceeds his purchase cost plus
ais sterage costs. As the seascn approaches the next harvest,
in Sepi=wdar, new grain will begin to come on the market causing

a sortening of prices. Therefore, the merchant would want to

rh

move i.uventories by the end of September. SEffectively, then, a

storage facility has a 10-month functional use =ach vear. Tab
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Type

Traditional
granary

Warchouse
(Bags)

Modern silo
(Bulk)

TABLY 31

COMPARTSONS OF METHODS QF STORAGH
(Per Ton in TCFA)

Period Depreciation Total
Construction Depreciation Per Replacement LLosses Cost
Cost 1/ Years Year2/ Costs 3/ % Value Per vecar
500 2-3 250 -0- a-s 1,800% 2,400
35,000 20 2,800 500-900 a  2,4002 10,200
. 1,420
80,000 30 4,400 3,000-5,000 1 6002/ 7,800-
9,800

1/ Includes cquipment, per von.

2 - . .
2/ Six percent interest on capital.

é/ jarmers

tabor not included.

A/ Producer price at 45 CFA/Kg.

3/ Purchaso price delivered to warehouse, FAO calculation at 60/FCPFA/Kg.

Source: ‘thenevin,




was constructed to demonstrate this effect on two rural market
price series. One series, taken by Gerard Ancey* in 1971-72

in Mossi country, gave only monthly prices per tine taken in

5 regions and does not give the rotal number of observations.

The other series was taken in 6 markets in the Manga region by
Sherman** on weekly observations over a 50-week period from September
1979 to September 1980. it would be better to make comparisons
with a large urban éonsumer market such as Cuagadougou, however,
no data were available. Anceydid note that generally the rural
marcet prices were only slightly lower than in Cuagadougou (28%)
Calculating residual values after storage costs for the 1971-72
data using present storage costs is somewhat inaccurate. Con-
struction costs were lower than those given in Table 32, thus
depreciation and‘interest costs would be lower. Also grain costs
were less so interest on stock holdings would be lower. However,
the general trends should be similar to the 1979-80 market.

As can be se=2n from Table

pt

2,a

(97

args amount of the intra-

annual price increases appears

ct
o
o’

e explained by storage costs.

In Manga, Zor example, price fluctuations on the raw market prices
vary 37 percent during the year and onlvy 21 percent on the adjusted
series, the variations were 138 percent and
, respectively. In fact, linear regression shows a
correlation coeIficient of .934 on the 1979-30 data and .934

on the 1971-72 data.

*Cerard Ancs=y, "Milieux Ruraux Mossi, Aspects Economi-re
Aanexe III, CRSTCM, 1975.

**Jacqueline R. Sherman, "Crop Dispecsal and Grain

. Marketing _. oo
Maaga Region oI {
prelimianary.

Upper Volta - A Case Study,” CRED, Feb. 1581,

Xit. 3
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TABLE 32

ESTIMATED COST OF STORAGE IN UPPER VOLTA
CONCRETE WAREHOUSE, CEREALS IN BAGS
(Per Ton Per Year FCFA)

Total
Interest Cost
Const. Deprec. on Recurrent Losses Interest Per
Year Cost {20 Yr.) Capital Costs (3%) on Stock Ten/Yr.
1 60,0008  3,000% 6,0003 6,850% 35,0008 46,0002 24,350
2 3,000 5,790 5,830 ,,000 6,000 24,3390
3 3,000 5,400 6,850 3,000 6,000 24,250
4 3,000 5,100 6,850 3,000 6,000 23, 9:0
5 3,000 4,800 6,350 5,000 6,000 25,650
6 3,009 4,500 6,850 3,000 6,000 23,350
7 3,000 4,200 6,850 3,000 6,000 23,050
3 5,000 3,900 6,850 3,000 6,000 22,750
9 5,000 3,600 6,850 3,000 6,000 22,450
10 3,000 3,300 6,350 5,000 6,000 22,1390
11 3,000 3,000 6,830 5,600 6,000 21,859
12 5,000 2,7C0 6,330 3,000 6,000 21,550
13 3,000 2,400 6,850 3,000 6,000 21,250
14 5,000 21,00 6,330 5,000 6,000 20,950
13 5,000 1,800 6,850 5,000 5,000 20,650
16 ' 3,000 1,530 5,350 3,000 6,000 20,350
17 3,000 1,200 6,830 5,000 6,000 20,050
18 3,000 900 6,850 3,0C0 6,000 19,750
19 3,000 600 6,850 3,300 6,000 19,450
20 3,000 300 £,850 3,000 6,000 19,150
50,000 50,800 137,000 50,000 120,000 440,000
L asec on 109,000 FCFA/m~ with storage capacity of 1.67 tons cer a°
Z/

Straight line.

1w
~

10% interest on investment, declining balance.

&/ Repairs, malntenance - 5% of construction cost; fum’ gation - 1,000
FCFA; salaries based on 20,000 CFA/nonth plus §5% for benefits;
transport based on 35 CF A/‘ km. in 100 mile radicus; hardiing
tased on 25 CFA/100 Xg. sack times 2, taxes estimated. jotal -

€,850 ton/y=ar.
Basad on Sherman and FAO.

=’ 10% interest on 60,000 FCFA/ton in storage.
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TABLE 33

EFTECTS OF STORAGE COSTS ON RURAL GRAIN PRICES
IN UPPER VOLTA 1971-72 and 1979-80
(FCFA/Metric Ton)

Estimacadl/ Mil/Sorghumgl Residual Mil/sorghuméj Residual

Monthly Prices on Value Prices, 1971- Value
Storage Manga Market Less 72 Less
Costs 1979/80 Storage (QORSTOM) Storage
Jec. 2,200 47,408 45,208 29,429 27,229
Jan. 4,400 50,772 46,372 21,429 17,029
Feb. 6,600 53,739 47,139 25,143 18,543
Mar. 8,800 58,787 49,987 27,429 18,629
Apr. - 11,0C0 64,226 53,226 33,143 22,143
May 13,200 55,273 53,073 36,571 23,371
June 15,400 69,644 54,264 42,000 26,600
July 17,600 71,519 53,919 51,429 33,829
Aug. 19,800 74,544 54,744 53,714 35,914
Sept. 22,000 74,446 52,446 53,143 31,143
Oct. 61,480 38,571
Nov. 47,917 27,143
L/ Annual cost from Table 32, on 10-month basis.
2/ Monthly average of weekly observations on Manga markets, from Sherman.
3/

Gerard Ancey, ™ilisux Ruraux Mossi, Aspects Economique, Part II, Annexe III,
OR’STCOM, 1973



It is not argued here that either merchaats or farmers own
storage £facilities that would cause them to incur costs of storage
as seen in Table 32. In fact, in the rural markets such as Manga,
grain storage is almost exclusive!r on-farm which is very low
cost. The situation that does exist is that the merchant buys
grain throughout the yzar to supplv his urban market needs, racher
than buying and storing grain. I[f the merchant did so, those
storage costs would be incurred. They are also the true costs
that the government would incur if it invests in grain storage.

In effect then; the farmer who holds grain until late in the
season, resceives the benefit of the implied high cost of off-

farm storage. If the government builds storage and buys grain

at the low price, it will shift benefits away from the rural farmer.
These benefits will either go to the consumer in subsidized

storage costs (consumer prices below thecse adequate to cover

s5tcrage Costs) to the government, or both.

Obviously an imputed cost for storage does not explain all
of the intra-annual price variation. Sevaral buyers appear in the
grain market for a variety of reasons. Not all buvers ars merchants
operating o mcve grain to consimer markets. For examplie, there

are farmer speculators who buy grain to take advantage of high

prices later in the vear. Their advantagz is that they can profit
rom guite low on-farm storags costs. Sherman 5uggests thers are
few in the Manga region duving on the market. However, the dzagree

to wnich such duyers sxist outside the formal market setting is

unknown. Ia Niger<, it was Zound to be widespread that villagers

*Niger Ag. Sector Assessment, Vol. II, Part D, USAID, 1379

91



bought and sold grain between themselves, and speculation was
not uncomnon.

In addition to farmer buyers, there are purchases made by
iivestockmen.* As soon as these people know the size of their
own grain harvest, they will sell livestock to buy grain. The
livestock grain ratio will have much to do with the extent of
their market activities in both grain and livestock markets.
Although generally these people prefer to buy grain in De~ember,
they may buy any time.**

Finally, as noted elsewhere, farmers wiil sell graina when they
need cash and no other source except grain is available. They will
also move grain whan they have adequate stocks or feel they will
have adequate stocks. If, for sxample, the crop looks gcod or
zarly harvest indicates it will be good, farmers will sell grain
in September and October before harvest is completed. This may
explain the softening of prices from September through November
pefore the December market low is hit. Because this perioc is a
time for farmers to liquidate old on-farm stocks and alsc a period

when new harvest may be marketed, it shows a general price softening

o

in Table 33,and was not included in the storage cost 3nalysis.

"Who are generally also farmers, but here we refer to those wnose
orinary interest is livestock.

**Dr. Richard Vengroff, "Upper Volta Village Livestaock Project,”
AID CID 686-11-130-203, Texas Tecn University. See also Shariro,
Xeanetn, et al, Livestock ?rcduction and Marke:ziag in the Entante
States of West Arfrica: Summary Report, CR:SD, LNivers.cy of Micnizan,

1979,
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APPENDiIX A
QFNACER COST STRUCTURE 1579-1980

Fixed Costs

Variable Costs.



STRUCTURE OF FIXED COSTS,
(GENERAL EXPENSES) 10-1-79 TO 9-30-8Q

Salaries

M.0.

Lodging

Travel

Bonuses

Yarious iademnities

Social security

Medical

Other social costs
Total Personnel

Taxes, Zonciers

City taxes

Taxes - 2restations de service

Local taxzes
Registration taxes
Fiscal stammos
Total Taxes

Rents
Tuel
MYaiatenance, repair vehicles
Maiaterpance, repair ofiice
Maintenance, repair buildings
Maintenance supplies
Msintenance, repair mobylettas
Hand tools

tudies, rasearch, documents
clectricicy
Wacer
Zonorariums
[zsurance

Total T.7.S.Z.
ranscortation of personnel
ravel ard 2oviag

Total
2ublicicy
Trips - receptions
CZZice supplles
Jocumencation

-~
-
L

Post Qflice, telepnone, talegraph

Legal
3if¢s, swards

Jirectors nonorarium Zor neetings

Total Misc. Zzoenses
laterest on loaas
laterest on co=mcercial charzes
3ank charszes

Total Fipance Costs

cenaral Tocal, Tixad Cos:cs

quancicy Sold

Cost per Rilo, Tixed Costs
Zeoraciation

184,692,738
10,222,742
1,825,000
16,176,819
455,000
25,463,779
35,144,841
3,485,585

2,229,771

282,530
834,300
10,070
200,000
1,000

215,030

15,823,530
63,839,00C
55,954,348
2,198,592
2,687,994
3,198,529
125,504
+,191,309
30,000
4,594,045
818,944
3,997,460

7,126.060

[38]

w o

J

»081,13
23,56

O wn

U e

l)
[ 3’
2,082,157
2,058,950
18,941,341
90,550
9,834,734
13,275
174,200

1,500,900

279,696,371

1,542,830

161,581,385

2,474,695

34,701,297

3,064,318

488,061,532
25,340,317

18.13
196,312,400

Kz.
FCTA/K3.
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STRUCTURE OF VARIABLE COSTS
13-1-76 TO 9-30-8)

Handling 6,695,628

Sales commissions 421,210

Transport 51,917,452
Total 59,034 ,290%/

General expenses (fixed) 488,061,492

Depreciation 156,312,450

Variable costs 59,034,290
Total 743,408.242

Grain sold (kgs.) 26,846,419

Cost per Xg. - FCFA 27.69

1

Y Apparently dces not include all variable costs. At
least thre= account catsgories (616,617, 620) are missing.

Source: OFNACER, unaudited financial report, 1979/80.
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APPENDIX B

Map 1: OFNACER Suggested Warehouse Locations
Map 2 Existing OFNACER storage Capacity

Map 3: Department Center-Quagadougou

Map 4: Derartaent Centre Ouest-Xoudougou

Map 5: Department Centre Nord-Kaya

Map 6: Department Centre Est-Tenkodogo

Map 7: Department Nord-Ouahigouya

Map 8: Department Sud Quest-Gaoua

Map 9a,9b: Department East-Fada-N'Gournma

Map 10a,10b: Department Hauts Bassin-Bobo Dioulasso

Map 1la,ilb: Department Volta Noire-Dedougou

Map 12: Department Comoe-Banfora
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RCNCO'S STATEMENT OF WORK

CCNTRACT NO. AID/afr-0243-C-00-1C57-0¢C

Scope of Work

A. Objective - The Grain Marketing Development Project is

USAID/Upper Volta's respense tc a reguest £or assistance in

improving Upper Volta's grain marketing onditions, increasing their

cereal production and improving the prosgpects of food security in

rtural areas. The

project includes the construction of thirty (30)

grain warehouses. The objective of this contract is to obtain

assistance in the sits

selection ¢f the first ten (10) warshouses.

B. Statemsnt of Work - The contractor shall supply a Marketing

Specialist whose responsibilities include identifying and ranking
the sites for the initial ten (10) warehouses and developing the
selection procadure aad criteria for establishing the remaining
twenty (20) sites. Sits selection sihall be determined on a profit

maximization/cost minimization basis. Among the factors to be

considerad in the course of the analysis are:
tine

1. Available series regional production and con-

sumption caza,

2. The quantities of grains purchased and sold by the
Cffice National des Cereales (CFNACZR) during vacent
campaizas,

(92

OFNACZR's likelw market share in resvective ra2gions
by > »

|90



Possible market routes and transportation costs,
Market sites and variable storage costs, and

Existing OFNACER storage facilities.
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