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I. INTRODUCTION
 

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

activities that was done in June, July, and August of 1981. The
 

primary purpose of the study was to assist OFNACER in determining
 

where to construct several medium-sized warehouses that would be
 

used in its marketing activities. Specifically, these warehouses
 

were to be used as grain buying centers and grain retailing outlets
 

in several small towns throughout the country. !n the examination
 

0: the activities of OFNACER in 
30 small towns, it was foundth%%t
 

it was virtually imnossible to justify the construction cE these
 

units on economic considerations. Therefore, a more wide-ranging
 

review of OFNACER's activities and programs was done in an effort
 

to determine if the construction of these individual units could
 

be justified from a more global view of OFNACER's activities.
 

The report, therefore, touches on several subjects related to the
 

overall. national grain market in Upper Volta.
 

The report is not intended to be a definitive study of either
 

OFNACER or the iazional grain market. Rather, it attempts 
to
 

look at specific aspects of the grain market and the role o_:
 

F LkCER in that market. The .eport is li.,.ted due to the unavail­

ability of information and data and, therezo:e, an,- :onclusions
 

are :enzati¢e. Ho~efu!ly, the report will raize issues for debate
 

*Ofice National 7*es '-2-eals. 
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and further study that will enable 0FNACER and the Government of
 

UDer Volta to formulate policy relative to the grain market that
 

will help assure steady grain suDlies for all areas of the country
 

at a reisonable cost.
 

We wish to thank the Director of OFNACER and his officers, 

as we I as the r'any OFNACER employees who aided in the study. We 

also wish tc thank the many Voltaique officials of o:her agencies, 

ORD's, and administration who provided information throughout 

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

helped formulate 3 more complete view of the national grain market. 

In addition, support and assistance from USAID was invaluable,
 

as 
was assistance fromn other national and multilateral aid agencies.
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I!. FINDINGS AND RECO0LMENDATIONS
 

1. 	The limited evidence avail .ble indicates that OFNACER has
 

little, if any, impact on consumer grain prices. 0FNACER's
 

retail grain sales are sporadic, and do not take due concern
 

of actual costs and market conditions. OFNACER may be creating
 

distortiots in the market that will have negative 
effects on
 

normal distribution and price stabilization systems.
 

Recommendation: OFNACER should discontinue operations in
 

the 	retail grain trade. ,4holesalegrain trade or the utili­

zation of licensed merchants should be instituted.
 

-. 	 There is limited evidence to support te claim that intra­

annual price fluctuations are abnormal and that excessive
 

price gouging is occurring. It appears that high price
 

fiuctuations between harvests are 
the result of nor:nal marketing
 

and storage costs and limited supolies.
 

Recoamendation: OFNACER should discontinue 
its differentiation
 

between stablization and security stocks. All stocks should
 

be released on the market by a set formula that takes into 

accou:at the aczai storage and handling costs. 

3. 	Government inconsistencies in marketing policy over the past 
-. Merchants, ncc sure'ears probably distorts the market. 


what direction government policv or Onrce enforcement will
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take, demand higher than normal profits to cover t*e risks 

inherent in an inconsistent atmosphere. 

Recommendation: OFNACER should restrict its activities to 

buying surplus grain in high production years ar.:. releasing 

that grain according to "trigger prices" and to Iindling 

imported grain ani food aid. 

.	 An atmosphere of antagonism between 3FNACER and trivate grain
 

traders exists. This relationship does not permit a climate
 

in which the market can be understood,and coherent marketing
 

policies formulated.
 

Recommendation: OFNACHR should establish policy that permits 

free movement of grain merchants and cooperates xith them to 

encourage producers and improve distribution. 

The gvernmenz s Knowledge of the grain market i; woefully 

laCkI- coherent markeazng policies; marketing structures 

an4 prices are being established without an understanding of
 

the market they are supposed to a:Fect.
 

Recommendation: 
 OFNACER establish a research and infornmation
 

section to undertake research on the grain market, and to
 

collect data affecting that market. OFNACER, in conjunction
 

with cther -overnment and orivate agencies, should review
 

studies that have been done and determine what further re­

search is necessary to more tilly understand the market. 

0f particular imnortance is information on the organization 

Ti
 



and behavior cf the private grain trade, the extent and
 

position of grain stocks, the production and sales positions
 

of producers, and the behavior o consumers.
 

6. OFNACER is attempting to establish a national network for
 

grain 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.
 

Recommendation: OFNACER should explore 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 towms
 

through whom grain can be retailed.
 

Using mobile marketing techniques tc market
 

grain on the periodic markets, i.e., sell off
 

the back of a truck.
 

Using wholesale marketing from the existing CDG
 

warehouses.
 

Establishiag long-zerm marketing agreements
 

with private merchants that would allow them
 

to develop storage, transport, and retailing
 

facilities.
 

r. 3 
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* Using Par: of the AID counterpart funds to help
 

strengthen the private grain trade, possibly in
 

conjunction with the National Development Bank.
 

Possibilities include grain storage contracts with
 

nerchants under apDroved warehousing and long-term
 

transport contracts.
 

increasing on-farm and in-village grain stocks
 

through technical assistance and loans to farmers
 

or groups such as cereals banks.
 

Price and market policies do not appear to be formulated in
 

relationship to the economic foundations of OFNACBR's man­

dated objectives.
 

Recommendation: Formulas should be established under which
 

OFNACER can set prices and direct market volumes. Once formulas
 

are set, operational functions should be independent of other
 

government authority.
 

• 	?resentl',OFNACER operates from large infusions of donated 

grain and financial aid. Its pricing structure dictates that 

i- will continue to function only if that aid continues, or 

if the government accents the Financial obligations inherent 

in the present price structure. 

Recomendaeon: Comlete a review of the nrice structure 

immedJately, with the definite goals of eLiminating the need 

external asistance or -R accotance o: he 

abe conseauence or uncticna. redundancy in the Yrain market. 
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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
 

warehouses were to ,e of medium size, approximately 250 ton
 

capacity each, and were to be built in rural areas. The warehouses
 

would be used as grain buying centers as well as retail grain out­

lets. The warehouses ,ould permit storage of grain during the
 

annual buying campaigns until shipment to larger storage facilities
 

was made. They would also serve as depots of grain that would be
 

available for sale to the small town and rural populations in the
 

areas where they would be located.
 

OFNACER recomwmended to AID 30 towns for the construction
 

of these warehouses. No explanation for the choice of towns was
 

given, nor which criteria were used to include or exciude an"
 

town. Table i gives the suggested towns by administrative area
 

(Deoartmenzs). Within the OFNACER structure, each local center
 

is managed by a contrciller operating out of a Departmental Manage­

ment Center, which is given on the Table as the Centres Deoa:ot­

nentaux De Gestion. These towns are located on the national 

Man I in A.nnex H and on Denartment oans. 

PRESENT SITUATION 

Each suggested locality was examined in terms of its relative 

DOsition 4n zhe -rin -arke- oE Upoer Volza. An a:tenmnt was made 

.L.i. 



OFNACR RECOMi)EYDED LOCATICNS FOR 
SELLING /BUYING WAR.ECUSES, 'JSA2M F.JNDMt 

LocalitieX 

Deoar ens-- MG-	 Scus ?refectures 

Centre Ouagadougou 	 Kombissiri 
Manga 
Zorgho 

Po 
Ziniare 


Centre-Est Kouela 	 Gerango 

Zabre 

Ouargaye 


Centre-Nord Kaya 	 Kongoussi 

Tema 
Tikare 
Boulsa 
Korsinoro 

Centre-Ouest Koudougou 	 Yako 

Leo 
Subou 


Est Fada 	 Bogande 

Diapagu 

Kantchari 


Nord Ouahigouya 	 Seguenega 

Gourcy 


7olza Noi- Dedougou 	 Boromo 

Nauna 
Tougan 

Safane 


Eauts-Bassins 
+ Comoe Bobo Dioulasso 	 Banfora 

1ounde 


Sub-Ouest Gaoua 	 Bacie 

Kam. ti 

Dano 


Total capaci-v 


Capacity

Required 


250
 
250
 
250
 
250 
250 


250
 
250
 
250 


250
 
250
 
250
 
250
 
250 

250 
250 
250 


250
 
250
 
250 


230
 
250 


250
 
250
 
250
 
250 


250 
250 


250
 
250
 
250 


Total
 

1,250 

750
 

1,250 

750
 

750
 

500
 

1,000
 

500
 

750
 

7,500
 

1/Depar-e-ents are the regional administrative units; nhere are II Deoart:::;ncs. 

=-G'O Centre De-ar,_.enra! de Department-level management uni: of 0 FPAC,.R.: Gestion, 

)/Sous ?refec:ure: Subregional administracize units. 

Source: ONAC R, Request to USAID, October 21, '980.
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to review OFNACER's recent activities in the area, production of
 

cereals, existing facilities, transport network, population, and other
 

related factors. The information is obviously incomolete due to
 

the difficulty in locating relevant data.
 

Table 2 summarizes that information for each of the 30
 

localities. Nine locations were eliminated because it is felt that
 

OFNACER's oresent facilities in those towns are adequate for current 

marketing levels. The next section ranks the top taen locations. 

It siould be pointed out that although five selling centers are 

listed, retail grain sales iL 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 

present campaign, and a more coherent producer pricing policy by
 

the government.
 

RAUNKING THE TOP TEN CENTERS 

Using the analysis of buying potential and selling volumes, 

the 30 preselected sites are compared in Table 2. Using other
 

crteri.a, such as distance from urban centers, etc., and eliminating 

those centers where facilities already exist or no activitrv goes
 

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

out that other sites may have just as much or more merit as centers
 

-or OFNACER warehcuses. However, thev were not listed for con­

siIeration. 3ezore further investment is made, taey should be
 

analvzed. They include the high producing regions of 3anfora
 

(Comaoe), but not Banfora City; the regional tow-ms of Bobo Dioulasso
 

(:-aurs Bassins), other than Houndi; and in the Volta Noire,
 

Solenzo and 3oromo. Further investigation should also be done
 

£!
.
 



in Koudougou, particularly at Leo, for which sufficient informa­

tion was lacking.
 

The 	selected sites by order of rank are:
 

I. 	Batie: High producing region. Too isolated to
 

draw heavy competition from private merchants.
 

2. 	Kamptie: Reasons same as I above.
 

3. 	Safane: in the center of a fairly high producing
 

region and less likely to draw excessive private
 

com~petition.
 

4. 	Nouna: High producing region. Relatively isolated.
 

S. 	Hounde: High producing region. Disadvantage
 

is that its position along main highway will draw
 

excessive competition from grain traders.
 

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

to supply Tikare and Tema with cereals.
 

7. 	Tikare: One of the highest volume retail outlets.
 

Administative warehouse in bad repair.
 

S. 	Seguenega: ?igh retail volume and can be isolated
 

due to bad road. However, administration and
 

twc ORD warehouses are avaiiabl .
 

9. 	3oulsa: Relatively high sales volume and relatively
 

isolated.
 

10. 	 7r-a Retail volume is adequate, but its position
 

on a new road hardiy merits high investment in Stcrage
 

canacitv.
 
TI. 
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TAIII.P 2 

N(ANK NC OF 30 CEiNTERS SIK I1 Y 
(WHIAC).t i1)R JRUUJ; CONSTRUTIONi)1 

CuIIuI I 
ViaIf 
11C-

_16~o 

Sli f ~II 
2/ 
y 111 l Ii 

1.1ulioi 
:It IY. 

Ito 3/ 
Accuu~ lui 

2/4/ cpcIty5 
TonsL1 -

auI .: 
St &wror si. uir Ion PAIIimil RaHnk 

Komi. Inu I rI uiHI If E ~ If fu cI OFNACICK x 
H4111 0 M II G If Mt if OFNACTH x 

PI 0 11 It E. 11I H.ual OFIIACAN. x 
Zintau 0 1. GI 1 C0119:1al. OFACEM x 
zuisho. u H If E If Hi LII (2) OIIL)-OFNACEK X 
G'sik.ugyu I) II F 11 Hunlt 

Z,11c0 11II p 1. Metal 0I'NACER x 
OkI 134ya 0 If it I' v H ORD3 
KozagotmaI x I. 11 GI m 200 ORD1 6 
Tmm. K .1 If 1 100 10 
T Ilihau x I. . IGOiP0 Admi.7 
IIlua,I u' I. m P 1. 100 9 

Yak,, 0 II.iI I Coskraute(l) Refit 

0 III .P 
Hotali(1) OFNACV.M 

Ad',.n. 
x 

Su.,,0 H If E I 

I)~i'IHi0 mIHI 
II"Lla0 It H II'h 

Sc..Lunats4 x .I iFI 100 Admin. 
ame 0 . .If 1 AtdmtU. 
uoImo0 If Hf E. If Con~crete Refit 

NAuuIII 0 if 11 H. P 200 Rawii 4 

*4 Stii 
x 
3 

1. 
II 

14Hp 
100 

Cusicreta .Acist 
3 

Iuulr 0 If 11 J I Conucrate OFNACFII K 
fIoilid 1 0 If 11 1. E II 00 Rit.:a 5 
Di.,.. 0 11 It H F H Mcin 1 OFNAUEII x 

Km. a0It 11 1. p I 100 Adnil. 2 
littu0 If II1 F1 100 Aili 

-0 - lii tavtorablu 
X - tavoraLu or wuargiti. 

1. Low. AVAILAB3LE D C~ I 

F Fi1I I 

4:.....I 1 un aii bityl u., by iprIV~II1 Lraibaru. 

.4.Ip.si 4y .,11,..u b.el.1 *1113u &. for ecol)Ii ui,,U ; of bull .24034 cu i. 



!V. OFNACER STOPUGE FACILITIES
 

Storage facilities of OFNACER include both owned and leased
 

warehouses. Most of these are located in Department capitals,
 

although some storage capacity exists also in regional (sous­

prefecture-arrcndi:seent) -owns. The first warehouses built for
 

OFNACER were in the 1973-1974 Deriod. These include concrete local
 

construction, prefab superstructure and roof with concrete locally
 

constructed wails, and corrugated metal prefab structures with concrete
 

floors. Since 1979, a program financed primarily by German aid has
 

increased storage capacity by several thousand tons, both with portable
 

butyl type silos and permanent concrete warehouses.
 

In all cases, the capacity of the storage facilities Js
 

somewhat questionable. Most grain is stored in bags. Although
 

this probably increases real storage capacity because grain 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
 

obviously affects actual storage capacity. in most cases, air space
 

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

In warehouses where grain is stored for long-term (inter-annual)
 

security requirements, maximum utilization of storage space appears
 

to be obtained. it is likely that these facilities have a -real
 

capacity greater than the calculated capacity (300 tons and 1,000
 

tons).
 

:n warehouses where grain is stored for ongoing distribution
 

and sales, real workiag capacity will, in most cases, be less than
 

calculated canacity. Chis occurs in order to separate 4i"ferent
 

:-Y.es of grain, maintain inventor" controls, move sto:ks in and out,
 



and carry out more frequent treatmen: than is necessary in long-term
 

storage.
 

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

and source that have been constructed o;'er the last decade. Table 13 

below summarizes that capacity for storage under OFNACER control. 

The theoretical capacity is aDDroximately 43,000 tons for stabilization 

stocks and 34,300 tons for security stocks. 1:6 the latter, 10,000 

tons are portable butyl silos and 24,500 tons are permanent structures
 

with 5,500 more tons being planned. 

As was noted above capacity figures may not be accurate. For 

example, if the figure of 1.6 tons per square meter that is used 

to calculate tonnage of Table 7 structures was used in Table 3, 

caDacity would be aDproximately 4,500 tons greater, as these warehouses 

have aDDroximately 1,250 m2 of space. On the other hand, the metal 

pre.abs listed under Table S seem overrated and are probably closer 

to 300 ton capacity structures. Finally, in the ten centers where 

security stocks are stored, an cEfice/guard's quarters/warehouse
 

building exists. The storage capacity of these units is approxi.mately
 

30 tons, which adds an additicnal 500 tons' capacitv. There is also
 

a caDacit- of aDroximateI 3,300 tons in 245 silos scattered around 

32 sites in Upper Volta. These are aparently the metal silos built 

for bulk storage. These were built with French financing and are no 

longer used due to problems related to handling bulk grain that 
-were
 

never raso1,;eV. 
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TABLE 3
 

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

Capacity
 
Location (Metr. Tons) Tp 
 Contractor In Use By
 

1. 	Ouagadougou 1,500 Prefab/concrete SECOBAICO/SAND 12/31/73
 

2. 	Ouagadougou 1,300 Masonry SECOBAKO 8/31/74
 

3. 	Ouagadougcu 1,500 Masonry SECOBAKO 
 8/31/74
 

4. 	Ouagadougcu 1,300 Masonry SECOBAKO 
 8/31/74
 

S. 	3obo Diou-

I1
±sso 1,500 Prefab/concrete SATOM/SAND 12/31/73
 

6. 	Bobo Diou­
lasso 1,500 Masonry SATOM 8/31/74
 

7. 	Fada-N'
 
Gourma 1,500 Masonry SOVE 12/31/74
 

S. 	Fada-N'
 

Gourma 1,300 Masonry SOVE 12/31/74
 

9. 	Ouahigouya 1,500 Masonry 
 SATOM 	 3/31/74
 

10. Kaya 1,300 Masonry SATOM 	 8/31/74
 

11. Dori 300 Masonry SATOM 	 8/31/74
 

15,500
 

Source: USAID/Upper Volta.
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TABLE 4
 

PLCEMENT OF PREFAB CORRUGATED METAL WAREHOUSES 
GERMAN AiD, 1974 

(Theoretical Capacitv: 00 Tons; Actual Capacity:
Up to 4I00 Tons) 

is Ouagadougou OFNACER
 

3 Ouagadougou DSA
 

1 Ouagadougou Croix Rouge (Polyethytene)
 

3 Ouahigouya ORD
 

2 Titao 
 Sous -Comiite
 

2 Ouahigouya Sous-Comit
 

1 Soubo Sous-Comite
 
1 Bogand Sous-Comict
 

2 Sebba Sous-Comite
 

1 Koala Sous-Comit,
 

I Piela Sous-Comit6
 

I Goradi 
 Sous-Comite
 

2 Aribinda Sous-Comit:.
 

2 Gorom-Corom Sous-Ccmit"
 

I DoI Croix Rouge (Polyethylene)
 

38
 

Source: Embassy 
of the Federal Republic of Germany, Ouagadougcu.
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TALE 5 

PRESENT OR ?LAnNED LOCATIONS OF
 
CORRUGATED METAL PREFAB WAREHOUSES
 

TNDER OFNACER CONTROL, 1981
 

1-/2
Location Units / apacitvy'
 

Zorgo 1 
 400
 

/
Koupela L 800
 

Pc 
 1 400
 

Zabre 1 
 400
 

Kombissiri 
 1 400
 

Dassouri 1 
 400
 

Yako ! 
 400
 

Ouahigouya 1±/ 400
 

Manga 1 400
 

Dano 1 
 400
 

Dissin 1 
 100
 

Bouroum 
 1 400
 

Dori 1 
 400
 

Titao 1 
 400
 

is 6,000
 

MI I- units were in Ouagadougou as noted in Table 2.
 

-/Capacity zs given here as maximrum noted in Table 
2 and as
 
reported by OFNACER.
 

./Two units were combined to create a rice hulling facility.
 
Thus consiaerable storage capacity is lost.
 

-/Ce the five warehouses noted in Table 2, one OFNACER report

lists four as under their control; however, at least two
 
appear no longer serviceable.
 

Source: ote to USAID from Director of Aides - OFNACER, Feb. 1381 
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T.A.BLE 6 

WAREHOUSES
 
CONSTRUCTED BY OFNACER WITH FUNDS 

FROM SALE OF EEC GRAIN 

Location Capacity (Tons) Type
 

1. Koupela 1,300 Concrete
 

2. Dedougou (. 500) * Concrete 

1,500* 

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

WAREHOUSES CONSTRUCTED UNDER
 
USAID GRANT IN 1974
 

Theoretical Probable
 
Theoreti41 Total Probable Total
 

Location Units Capacity-' Capacity Caaacity Capacity
 

1. D4ibo 5 480 2,400 300 2,500
 

2. Aribinda 3 480 1,440 S00 1,500
 

3. Gorom-Gorom 3 .480 1,440 300 
 So0
 

4. Sebba 3 480 1,440 500 1,300
 
31/
3. Titao 480 1,440 S0 1P500
 

_____ 8,500 

1 /Theoretical capacity is based upon 1.6 yons per m, height is not
 
given.
 

Apparently six units were built in Djibo, but it is likely that one
 
was 
built with other funds, possibly EEC, which built ten warehouses.
 
Only four are presently under use by OFNACER; one is used by the ORD;
 
and one by the Army.
 

3One of these units is unuseable and needs repairs.
 

Source: USAID, Ouaga.
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TABLE 3 

OTHER STORAGE FACILITIES CONSTRUCTED
 
IN 1973/74 PERIOD
 

Source Locations Capacity 


Loan: World Bank Koupela 


Through 3ND Fada 

Banfora 

Dedougou 


5,370
 

Grant: FED S,000 


TABLE 9 

MISCELLANFOUS STORAGE
 

Inherited from Ouaga 300 
SOUOLCOM 

Central ) 500 
Direction) 300 

1,500 

Source: Director of Aid, OFNACER, May 1930.
 

Controlled by
 

ORD
 

ORD
 
ORD
 
ORD 

Sous-comite
 

OFNACER
 

OFNACER
 
OFNACER
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TABLE 10
 

PORTABLE BUTYL SILOS
 

Source Location Caacitv Controlled By 

German Aid Ouaga - 13* 6,S00 OFNACER 

Bobo - 2 1,000 OFNACER 

Dedougou 4 Z,000 OFNACER 

? 1 500 OFNACER 

z0 10,000 

*Locations in May 1980. These change by need.
 

Source: Director of Aid, OFNACER.
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TABLE 11 

WVAREHOUSES CONSTRUCTED UNDER SECURITY
 
STOCK PROGP-k\ - 1970 TO PRESENT 

(Cerman Aid)
 

Location Units Capacity 	 Total Capacity 

1. Dedougou 	 3 1,000 3,000
 
3005 	 2,000 

2. Koudougou S00 	 1,000 

3. Tenkodogo S00 	 2,000
 

4. Bobo Dioulasso 	Z 1,000 2,000 
3 300 	 1,500 

3. Diebougou 	 300 1,500
 

6. -abre 	 z 300 1,000 

7. Banfora 	 4 S00 2,000 

8. Gaoura 	 5003 
 2,500
 

9. 	Cuaga 4 1,000 4,000
 
4 300 2,000
 

24,500 

10. Fada N'Gourma
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TABLE 12 

WAREHOUSES COMPLETED OR UNDER CONSTRUCTION 
OR PL NED, VARIOUS DONORS, 1980-81 

Source 

Loan: BADEA 

Swiss Aid 

Location 

Ouagadougou 

Ouagadougou 

Dedougou 

Diebougou 

Ouaga 

Capacity 

2 x 3,250k / 

7 x 752 / 

1 x !,5003/ 

I x 1,500 / 

1 x 300 4/ 

6,500 

52­

1,500 

1,/00 

300 

1/Exacz capacity unknown, given as reported. 

-='Reported as in city retail outlets. 

/OFNACER agents report as FAO warehouses. 

4 /Supnosedly an experiment in bulk storage. 

Source: OFNACER, 2/19/,81 
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TABLE 13
 

SM-UIARY OF OFNACER STORAGE
 

- / 
Source Capacity Tons) Table 1 -

AID Pntente 15,300 i Concrete/metal 

German metal 6,000 2-Za All metal 

OFNACER (FED) 1,300 3 Concrete/metal 

USAID grant 8,000 4 Concrete/metal 

Souolcom 300 6 Concrete/metal 
1,000 6 Concrete/metal 

German Aid 10,000 7 Butyl 
24,500 8 Concrete/metal 

BADEA 8,232 9 Concrete/metal 

Swiss 1,300 9 Concrete/metal 
00 9 

77,525 

Stabilization 43,025 

Security stocks 34,300= 

Planned security 3,3001. 

Present and Planned 83.025
 

Source: Tables 1-9.
 

-/T:vpe 
 concrete/metal is usually concrete floors and walls with metal
 
roof, exceit for prefab/concrete listed in Table 1.
 

2 / 

B'Eulk szorage, believed mezal. 
ji ncludes '-,G0O tons of butyl silos 
from Table 7, but does 
not
 

include present warehouses in Fada N'Gourma, for which capacity was
 
unknown.
 

Includes oresent capacit.- in Fada N'Gourma.
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V. OPERATIONS COSTS OF RETAIL OUTLETS
 

OFNACBR operates retail outlets throughout the country.
 

Approximately 100 such outlets exist. Generally, two types
 

of ooerations are distinguished: (1) outlets staffed by OFNACER
 

employees, and (2) outlets onerated on a commission basis. 
 In 

the first case, the retail outlets are operated year 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
 

controllers at the CDG's*, prefer operations run by OFNACER emDlovees,
 

.primarily due to better stock and financial control. 
 This is
 

because controllers can deduct shortages of grain or money from
 

employees salaries, or remove them from government service. Tie
 

low commissions paid to non-OFNACER employees would require
 

tremendous volumes of sales te recover the loss of even one 
sack
 

of grain, and the threat of loss of job is virtually nonexistent.
 

The operating costs of individual retail outlets was not
 

detailed in OFNACER reports. These could be calculated by a
 

detailed analysis or che accounts of individual CDG's, but even 

in this case, the account cat-eg-ies vary between CDG's, pa-ticularly 

relating to transnort to centers, making comDarisons ies3 nrecise 

than would oe hopede. For examnle, in many centers, grain is
 

delivered directly to the retail outlets from Ouagadougou and the
 

trans-pocrt costs are reported only at the national level. in
 

ICD= Centre Deoarzmental de Gesticn.
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other cases, transport is provided frcm the CDG and costs are
 

generalized at the regional level.
 

An examination of the monthly reports of the CDG's over the
 

past three years does provide a basis of comparison that demon­

strates the volume effects of retail marketing on both time and
 

geographic dimensions. As can be seen from Table 14 operating
 

costs of CDG's vary much less than volume of sales. Thus, operating
 

costs per kilogram of grain sold both as absolute value and
 

percentage of sales vary widely. In the 1980/81 fiscal year,
 

costs are as low as 2.1 FCFA per kilogram sold and three percent
 

of sale value in Kaya, and as high as 72.5 FCFA/kilogram sold
 

and 67.6" of sales value in Kouuela. Compare thos- 1980/81
 

Koupela costs with Kouoela's 1973/79 costs of 3.9 FCFAkilogram
 

and 11.5% of sale value, and it is easy to see the impact that
 

volume of sales has on OFNACER's operating expenses.
 

Even further distortions appear when examining the month­

to-month grain movements. For example, Table 15 comDare2 the 

1980/31 monthly grain sales for Ouahigouya and Kaya, two of the
 

ma-'r sales areas in UDer Volta. Even though these two CDG's
 

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

operating costs per kilogram of sales vary almost 3,000 percent 

throughout the year. The reason for this wide variation can be 

!argely exnlained by examining columns 3, 6, and 9 in Table 16, 

the number of months' sales have occurred at the 30 retai. outlets 

examined in detail. Even with in a depar-ment such as Kaya, crain
 

can be sold as little as one month during the year at one :enter,
 

and as nuch as twelve months at another. direct comnarison
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TABLE 13 

1980/81 GRkIN SALES BY MONTH IN KAYA .kND OUAHIGOUYA
 

Quantity Sold 

Date Kilograms 

Kay a 

Oct. 1980 13,979 

Nov. 1980 12,419 

Dec. 1980 70,532 

Jan. 1981 134,069 

Feb. 1981 101,759 

Mar. 1981 221,870 

Apr. 1981 973,251 

May 1981 941,482 

June 1981 951,321 

Ouahigouya 

Oct. 1980 96,692 

Nov. 1980 N/A 

Dec. 1980 87,738 

Jan. 1981 302,642 

Feb. 1981 211,347 

Mar. 1981 396,397 

Aur. 1981 464,663 

May 1981 663,3830 

June 1981 1.SS,987 

Operating Costs
 

FCFAKio ram
 

11.4
 

I1.7
 

13.0
 

5.0
 

9.3
 

3.6
 

.9
 

.4
 

.4
 

9.3
 

N/A
 

36.9
 

3.3
 

1.4
 

2.1
 

2.6
 

1.
 

1.2 
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of Tables 14 and 13 shows a direct relationship between numbers
 

of months sales occur and operations cost per kilo sold.
 

On the average, OFNACER reports that its nationwide grain
 

sales operations run from 23 to 26 FC'FA per kilogram.* This
 

was given as direct (or variable) costs of 5 FCFAikilogram
 

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

tie result of the experience of the recent two to three years.
 

In a sense, they are somewhat incorrect. First, the division
 

of fixed anA variable costs is hardly reflective of appropriate
 

economic considerations. Variable costs are comprised of only 

three elements: handling (meaning loading and unloading and possible 

grain treatment) , sales commaissions, and transport. Transport 

is apparently combined haulers and imputed costs for OFNACER
 

vehicles.*- All other costs are reported as fixed costs, implying
 

that they would be incurred even if OFNACER handled no grain
 

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

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

or CFNACER's thinking. That is, that CFNACER must remain an
 

organi:ation of at least its present level regardless of its
 

requirements or abilities to handle grain marketing functions.
 

'This figure was reDorted to the U.S. Abassador by the Minister
 
of Rural Development in a letter of February 11, 1981. 
 .t was
 
it'ed at 15.13 C.A/kiooram in discussions with AD controllers
 
relating to their oreliminary audit of che 1979/30 fiscal year
 
o CFNACER. See 197/30 Financial Report in Appendix. 

"In 	fact, some double counting appears to take place, as all costs
 
associated with vehicles are 
also counted under fixed costs. 
Variable costs given as 5 FCFA/kilogram are not reflected in the 

financial reDort of 1979/S0 as noted in the Aopendix. Those Figures, 
hcwe'rer, may be -ncorrect. 
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Secondly, these cost figures do not include depreciation on
 

plant and equipment. This figure was estimated as 196,312,460
 

FCFA (7.31 FCFA/kilogram) for 1979/S0. This figure should
 

obviously be increasing with the recent expansion of warehouse
 

facilities. In any case, it appears that no depreciation account
 

has ever been established for eventual replacement of plant and
 

equi:ment. Thus, given the deficits that OFNACER incurs in
 

its current budget, it is subsidizing its operations by expending
 

capital assets.
 

A further problem will be the lack of funds to repay loans.
 

This is especially true of the USAID entente loan of 1973 for the
 

construction of warehouses* which supposedly falls due in 1983.
 

A loan repav-nent fund should have been established from current
 

revenues so that the true costs of operation would be reflected
 

in OFNACER budgets and so that loan liquidation would be possible.
 

The division that OFNACER obviously makes is that only those
 

costs that are contracted on a per-unit basis (kilogram, ton
 

kilometer) are variable with quantity. The fact that all other
 

costs are considared fixed reflects the management inflexibility
 

inherent in OFNACER's operation. That is, it is determined to
 

establish a nationwide grain marketing network and then target
 

a grain volume to support that network. It does not apDear to
 

have made any attempts to determine the most effective way to neet
 

its mandated objectives o: encouraging production and stabiiZing
 

prces, and then creating a management structure that would best
 

accomlish these goals. 

'See section on existing storage ca-acity. 
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VI. 	 COSTS OF BUYING A1ND SELLING CENTERS
 
.ND THEIR POTENTIAL
 

The cost of operating small retail warehouses will depend
 

upon their initial construction cost. The major cost elements are
 

depreciation, interest on investment and maintenance costs. For
 

the purpose of estimation, we depreciate the facilities over 20 
years.
 

Interest is charged at ten percent as an opportunity cost for the
 

employment 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
 

be needed at a cost of about 30,000 FCFA per month each. The total
 

annual labor costs are, therefore, 720,000 FCFA.
 

For a 200-ton capacity warehouse, Table 17 gives per ton
 

caDacity annual 
fixed costs for warehouses of various construction
 

costs. It is likely that these estimates are low for the lower
 

cost Warehouses as both deDreciation and maintenance would be higher.
 

The reverse is probably true for higher cost units.
 

Variable costs will not be significantly different if OFNACER
 

owns or rents a warehouse. Therefore, for economic analysis,
 

only fixed 	costs are considered. Table 13 sets out per kilogram
 

fixed costs for each level of investment cost as a function of the
 

volume of grain handled by that warehouse. ;ith OFNACER's cos:
 

structure, 	an upper limit of 10 FCFA/kilogram should be set ror
 

local handling costs, 
including general overhead and zransportation,
 

Vi. !
 



TA3LE 17
 

ESTIMATED FIXED COSTS PER TON CAPACITY 
OF 200-TON GRAIN WAREHOUSES - OFNACER 

Annual Cost, FCFA/Metric Ton.Capacity
 

Interest 
 Maint. Total
 
Constr. Derec/ 
 on and 4/ T
 
Cost (0"yr.)- Invest.-. Salaries- Reoairs- Fixed­

20,000 1,000 2,000 3,600 600 7,200
 

30,000 1,500 3,000 900
3,600 9,000
 

40,000 2,000 3,600
4,000 1,200 10,300 

50,000 2,500 5,000 3,600 1,500 12,600
 

60,000 3,000 6,000 3,600 
 1,800 14,400
 

70,000 3,500 7,000 
 3,600 2'.100 16,Z00
 

80,000 1,000 8,000 
 3,600 Z,400 18,000
 
90,000 4,500 
 9,000 3,600 2,700 19,800
 

100,OCO 
 5,000 10,000 3,600 3,000 21,600
 

-0-year straight line.
 

-l100 on initial investment, opportunity cost.
 

:wo people at 30,000 FCFA/month.
 

4/ 31 of construction cost.
 

5/ Annual fixed cost per ton is 
therefore equal to =FC (.03c +
 
.04c + salaries) = .!8c = salaries when c = construction cost
 
per ton capacity.
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TABLE 13
 

PER KILOGRAM.COSTS TO OPERATE A 200-TON
 
GRAIN WAREHOUSE AT VARIOUS VOLUMES (FCFA)
 

Construction 
Cost Per Ton 

Capacity Volume in Tons per Year 

so 110 200 300 400 S0 

20,000 28.8 14.2 7.2 4.8 3.6 2.88 

30,000 26.0 18.0 9.0 6.0 4.5 3.6 

40,000 43.2 21.6 10.8 7.2 5.4 4.3Z 

50,000 50.4 25.2 12.6 8.4 6.3 5.01 

60,000 57.6 28.8 14.4 9.6 7.2 5.76 

70,000 64.8 32.4 16.2 10.8 8.1 6.48 

30,000 72.0 36.0 18.0 12.0 9.0 7.20 

90,000 79.2 39.6 i9.8 13.2 9.9 7.9 

100,00 86.4 43.2 21.6 14.4 10.8 3.64 

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

. (.18C + salaries) X 200
volume handled in k=gs.
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o i r--urux 1 U'AiAUX Is gong to stay within the 23-30 FCFA/ 

kilogram overall costs it presently incurs. 

From Table 16, it can be seen that only two centers (Boulsa
 

and Kcrsimoro) in 1973/79, cne (Kongoussi) in 1979/80, and three
 

(Tikare, Kongoussi, and Seguenega) in 1980/81 have adequate volume
 

to support a facility at any level of construction cost. If con­

struct ion costs are 
as high as 60,000 FCFA oer ton capacity, which is
 

highly likely, then 300 tons of volume are essential to justify
 

construction of a sales warehouse. 
Again only Kongoussi, Tikare,
 

Seguenega, Boulsa, and Korsimoro have reached that volume in the
 

past three years. Only Tikare has averaged that level and then
 

only because of exceptionally high sales over the last year.
 

As purchasing centers, the volume of grain handled will again
 

need to be at least 300 tons per year to justify a warehouse. This,
 

in fact, would make it difficult to maintain the margins for grain
 

handling at 25-30 FCFA. This volume would require 9,000 tons to be
 

ourchased through a total of 30 centers. 
 Again, volume is the ke.
 

Fro-A examination of the available data, no regional center has
 

ourchased 300 tons of grain a year since the 1978/79 season. Al­

though the ootential is t*ere for several centers to buy this much 

grain, accomplishing this will depend on 0FNACER price polic and 

or aiation. Until the record improves, it does not seem justi­

fiable to invest in buying facilities at this time. 

For example, the most productive regions of the country are 

shown on Table 19 below. 1n 1979/80, each region could have supported 
1iree to four bui ng centers at a fixed cost oN 10 FC A/kilogram 

bought. n_ two could have supported one center in 1930/31. 
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TABLE 19
 

GRAIN PURCHASES BY THREE WESTERN AND SOUTHERN CDG's
 

1979/80 1980/31 

Hauts-Bassins 700 T. 113 320 T. 402 

Gaoua 1,370 T. 069 385 T. 239 

Volta Noire 1,464 T. 620 174 T. 454 

Source: OFNACER.
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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 grain requirements is given in Table 20. Given the consistently
 

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

and west of Upper Volta, one can only question if price policy or
 

management are at fault for OFNACER's failure to buy grain in the
 

past two seasons.
 

VT. 6
 



TABLE 20 

ESTZIA-S OF S-RPLUSES AND DEFICITS OF CERFAL PRODUCTION 
FOR SOUS PREFECTIRES N U . -- VOLTA 

(Mecric Tons) 

SurD !us (+) Sur.ius (+)
Prod. ?rod. 
 2/ Deficit(-) Deficit(-)
Dept./0RD / 1980/81 2
1979/80 Reuirements-= 1980/81 1979/80
 

Centre Est 
Koupela 15,043 21,0223/ 21,509 - 6,466 - '87Tenkodogo 10,519 33,919 / 20,651 - 3,308 35 ,2 88 
Bittou 
 6,824
 
Garango 
 10,215 20,8243- 15,089 - 4,874 + 5,735

Ouargaye 9,030 7,980 
 + 1,050
Zabra 17,5M3 26,673 16,786 + 797 + 9,887 

Total 69,214 102,438 
 82,015 -12,301 +20,1,23
 

Cantre Nord 
Boulsa 13,406 14,104 20,'59 - 7,353 - 6,655 
Barsalogho )
 
Pissila ) 23,440 30,375 
 21,977 + 1,463 
 + 8,398
 
Tougouri )
 

Korisomoro )
 
Boussouma )

Kaya ) 25,734 3-,201 55,886 -30,132 +21,685 
M.ane ) 

Konoussi ) 12,170 22,456 29,548 -17,378 - 7,092

Tikare ) 

Totat 74,750 101,136 128,170 -53,420 
 -27,03.4
 

Volta Noir
 
Boromo 23,123 
 24,280 15,376 + 9,747 + 8,904
Dedougou 34,844 37,310 
 25,171 + 9,673 +12,129
Solenzo 23,030 24,750 14,985 
 + 8,045 + 9,765Kougny (Toma) 13,680 20,540 13,902 - 222 638 
Nouna 26,658 35,650 26,237 
 + 421 + 9,!413
Tougan 26,550 37,500 23,203 1,653
- - 9.297 

otal ;15,885 180,030 128,37" +26,011 
 +31,156
 

Comoe 
3anfora 16,370 10,955 10,/ 67 + 5,902 + 188 
Sideradougou 22,920 21,086 5,904 
 +17,01o +15132Sinmdou 22,255 1,890 
 10,231 +12,024 + ,659
Niangoloko 16,500 10,460 7,112 
 + 9,338 + 3,3.18
M-angodora !,,700 7,703 1,751 +12,949 5,957
KanfiAieia 
 S00 i,260 - 700
" )51,20
 

T0taC 93,489 63,359 35, 65 
 -57, 980 27.39
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Surplus (+) Sur ius (+)

Prod. Prod. Deficit(-) Deficit(-)


Dept./ORD 1980/31 1979180 Requirements 1980/81 i979/80
 

Est
 
Bogande 13,174L 25,500 24,898 -11,724 + 602 
Fada 15,757 11,750 22,799 + 894 - 4,649 
Kantchari 7,533 5,800 5,1036/ + 2,4306/ + 697 
Matiacoali 7,936 6,400 - -

Comin Yanga 6,143 7,946 4,891 + 1,252 + 3,055
 
Diabo 
 7,046 8,500 5,038 + 2,008 + 3,462 
Diapaga 9,553 15,025 13,557 - 4,004 + 1,468 
?aMa 	 3,431 6,986 6,259 - 2,828 + '/27 

Total 70,573 87,907 82,543 -11,972 + 5,362 

Yatenga
 
Ouahigouya 15,451 20,237 30,831 -15,380 -10,594
 
Gourcy 12,423 13,700 23,918 -11,495 -10,218
 
Seguenega 6,786 12,854 20,836 -14,059 - 7,982
 
Titao 2,478 9,505 16,568 -14,090 - 7,063
 
Koumbrv 1,050 5,504 7,720 - 6,670 - 2216
 
Thiou 906 4,608 7,602 - 6,696 - 2,994
 

Total 39,094 66,408 107,475 -68,381 -41,067
 

Sahel*
 
Dori 15,430 20,886 " 5,436
 
Djibo 14,854 20,332 - 5,478
 
Gorom-Gorom 7,277 15,173 - 7,896
 
Sebba 9,498 9,130 + 368
 
Aribinda 7,072 6,659 + 413
 

Total 54,151 	 72,180 -18,029
 

Eauts-3assin 7/
 
Hounde 28,000-' 9,207 +18,793
 
Total (ORD) 126,300 121,800 82,581 +43,719 +39,21^
 

Sud Oues:
 
Gacua )8 9/ 9/

Deno ) 84,487- 75,487- 72,187 +12,000 1 + 3,000.9
 

armptie )
 
3attie )
 

1/
 
2/ 	Data not available for Centre Ouest (Koudougou) and Centre (Ouagadougou).
-r 	 At 180 kgs. per person oer year. Population frcm 1975 census.
 

!/icluded in Tenkodogo.
 
-/ Inciudes Ouagave requirenents.
 
7/ Included in Banfora.
 
7/ Included in Fada.
 

Discussion ORD Chef de Secteur, part of total.
 
Compjuted from available surplus.
 
Discussion w.-ith Director of the ORD Bour,,ouiba. This seems extremel7 low in
 
comtarison vit'h figures for "auts-3assin and Comoe to the west.
 

Source: ORD estimates and .Ministryof ?u-ai Development estimaces for production.
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VII. THE CEREALS BAL NCE IN UPPER VOLTA
 

An analysis of the cereals balance in Upper Volta suggests 

that in :ven . 2.e-ven years 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 country was close to an overall 

balance for the periud. Table 21 summarizes the cereals balances 

for those years. 

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 collecting 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 crops.
 

However, in all cases, officials stress that these are only 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. Mlinor crops may be lumped
 

together with overall cereals production or isolated separately
 

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

entire ORD, in others it is detailed by subregions. Therefore,
 

the production data -aust be viewed, at best, as a global estimate 

and are probably off by plus or minus .0 percent. Ccmarison with 

che orice data given in Table 23, again neither systematically nor 
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TABLE 21 

CER,.ALS IALANCE, UPPER VOLTA, 1970/71-80/81 
(Thousands of Metric Tons) 

Seed3/ 4/ 
and Consumption- Deficit(-) Imports- Balance 

Yenr Production- Loss AvaIlable Needs Srp Ius (+) and AID (+) (-) 

26.8 - 23.2
70/71 922 	 55 867 844 917 - 50 


909 934 -128 25.1 -102.971/72 857 	 51 806 
-166 40.1 -126.0
72/73 838 	 50 788 934 954 


49 744 960 974 -200 98.9 -101.1
73/74 823 

74/75 1,101 66 1,035 987 993 + 42 25.9 + 67.9 

l,O-5 +135 28.6 +163.675/76 1,223 73 1,150 
1,035 + 61 54.4 +115.476/77 1,166 	 70 1,096 1,043 

64 994 1,073 1,056 - 62 63.3 + 1.377/78 1,058 
78/79 1,116 67 1,048 1,'103 1,077 - 29 58.0 i 29.0 

60.0 + 85.079/11U i., b 72 1,124 1,133 1,099 + 25. 


I0/81 1,039 6L 958 1,165 1,121 -163 65.9 - 97.1
 

-535 546.9 1.11.9
 

I/ OFNACUR year: October I to September 30; crop year: May 1 Lo April 30. 

GCrown In lower year, 1uirvest: September-December. From Table 22. 

70/71-76/77 - Source 1, Table 22.
 

77/78-78/79 - Source 3, Table 22.
 

79/80 - Source 5, Table 22.
 

80/81 - MD3R, UV, and MulIdonor Mission (FFP Offices, USAID/UV), June 1981. 

3.5% storage loss, seed: 10 kgs./ha., ha.'s based ou 400 kg. average. 

180 kgs. per capita, population estimated with 2.0% growth rate from 1975 ce nsus. 

- 71-78 e8stImates from Barbara Iluddleston, ]nt-.rnational Food Policy Research Tnstitute,
 

stock flows; 80/81 from multidonor
WashingLon, D.C., 79-80 estimates based on OFNACER's 

Ission (FF11 Offices, A[D/UV).
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TAB1.F- 2 2 

CEREAL.S PROIDUC I1'01 UPPER VO0'rA, 1970/71-19/11O
After i'|err'e Thenevin (ishmiuidu Metri~c 1,jimu) 

70171 71/72 77_3 73/14 74/75 576 76/77 77/78 78/79 9/0 80/81 

Suur'ci I "
 

HIi t-orghaum 133 722 766 750 1,000 1.100 1,007 ....
 
Hal 55 66 31 42 o2 84 46 ....
 
Paddy 34 37 34 31 39 39 33 ....
 

ToL9iI 33 857 838 823 1,101 1.223 .166 

Suurt:u 2
 
ILI-uorgiuu-muas 33 772 766 750 810 1.205 977
 
Paddy 34 37 34, i1 39 48 45 - - -


TULtI U67 809 800 781 849 1.253 1,022 - -

SourLu .3
 
Mi I-uorhtuim-malu 837 793 1.045 1.205 940 1.058 1.116
 

St.aircu 4 
Ttal t:unuulr., 1,041 1.052 871 843 1,193 1,257 1,107 1,018 - ­

Smirc:o 5
 
Ttal curualu - - - - - - - 1.157 1.196
 

Suui'tir6 
"oLl' cerealu - - 1.019 

Sourcu 1; ELude Du Gurdur "l.a Situatlolk alinintauivu danu luu payu on devoloppomepitc ieocioo." Hli. do In Cooperation. SEQI. Sept. 1978. 

S.c,'u 2; EL4t.o Hill. do la Cuupararlun, SEQL. Colette TI(OUVE--BRSSAT. Oct. 1978.
 

Souze J; Hli. do iI Cuopuratioln. Etuduu DtuSEQI, Par Puyu, Ul.V., Nov. 1979, Hl. Dav. Ruiraao.
 

Sutoreui 4; FAt) auiuaivz dii ia production. Cailoquu do Nouakehutt, 1979 (CILSS).
 

SoirLii 5; Etltiuiitu duiCUSS, Pour evaluo aid. 79/80.
 

SOuuice 6; MIisisLeru dci Id )ovelltil.weuic Riralo, uid M.I1.SSfor estimatnog aid 80/81.
 

Sm.,arcij 1-5; (:id lI l'lurr Theuiivii. .AI)IE Ali,ontalro En Cur alu Dana I.e Payu Sehelleow. Htlutere do in Cooperation, Sept. 1980.
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'IAIILE 23 

PRiICiS ON 'rnI OUAGC)AOICOU MARKFT
CONSULMIR GRAIN 

Jan. Feb. Mar. Apr. Ma_ June jul Aug. ept. Oct. Nov. )ec. 

Official Prices 
I / 

1973 

1974 

1975 

1976 

1.977 

('ls*WmsuucrP-oducer 

26 14 

30 18 

37 22 

30 18 

35 23 

-

37.5 

30 

27 

44 

-

39 

30 

28.5 

50 

-

39 

30 

28 

50 

39 

-

28.5 

49 

39 

27 

30 

55 

45 

48 

27 

-

72 

-

46.5 

27 

-

-

-

43 

-

-

80 

62 

36 

26 

-

-

51 

35 

27 

-

80 

30 

30 

27 

-

67.5 

36 

30 

30 

-

75 

1978 
45 32 70 .... 

1979 57 40 --­
.­

1980 68.5/60.5 45/372/ .. . . . - ... 
3 

198 1 gl 70/65765 

2/ 

25/45/37-/ -
-
. . . _ 90-1.53=~ - is - - ---

Pierre Thenevii, 1973-1978, Author, 1981 (Thenevin notes producer 
prices offered by private merchants 

Sunrce: FCFA in 1974.)and 18-35
varied beLween 15-27 FCLA in 1973 

previous year.J/Priceu usually tLhose set. at end of growing season In 

and corn are higher than red sorghum.21'WhILe sorghum, pearl millet, 

millet, white sorghum, red sorghum,
purchases were made of 

by commaodity and quantity bought,
.3-/Prices varied 

corn, and p,)Inhleed rice. 



scientifically collected, suggests that the general production
 

levels may be reflected. Certainly the high production levels in
 

the 1974/73-1976/77 ;eriod shows some relationship with the lower
 

prices noted in that period. Likewise, July-August prices were
 

very high (in Ouaga as well as other parts of Upper Volta) which
 

would be reflecting a low production year in 1980/81.
 

SEED AND LOSS
 

These estimates are made on the basis of 3.3 percent loss in
 

storage of total production and seed requirements of ten kilograms
 

per hectare planted. Acreage is based on a simple 400 kilogram
 
per hectare yield that gives total production. The former loss
 

estimate was made by a Kansas State University mission that looked
 

into traditional storage. Most experts would e.robably concur
 

for Upper Volta. One problem arises with the point at which losses
 

are estimated. Some estimates start with the standing crop and
 

comDare that -with consumable grain. In this case, we have assumed
 

a granary in-out comparison. The actual amount used for seed
 

will vary with the type oz crop (size of seed), density of planting, 

and frequency of replanting. The MDR estimates that at about
 

153,000 tons for 1980/81 and the multidonor mission at l00,000.*
 

CCNSiMPTiON NEEDS
 

For consumption, the population figures were the 1975 census
 

figures of resident poulation. This was assumed to have grown
 

at 2.0 percent throughout the oeriod. This method allows about
 

98,332 more resident population in 1981 than is used by the governm'nent.
 

*USA T D - %.eno Christine 3ro , , FF? monitor, June 4, 1981. 
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Per capita consumption was based on 130 kilograms of whole
 

grain. This iigure makes no adjustments for rural-urban consump­

tion patterns, income relationships, regional differences, or
 

ethnic variations. Also income and price elasticities have not
 

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

estimate.
 

IMPORTS AND FOOD AID
 

Both categories are suspect, but are generally from FAO data.
 

First, it appears that no account 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 various feeding programs such as tilat run by CATHWEL, although
 

it obviously contributes to the overall balances.
 

OTHERS
 

Finally, Table 21 does not include in consumption figures live­

stock and industrial uses which the government estimated at 13,000
 

tons in 1980/31. Given that there are no available studies to
 

indicate elasticities for the meat/cereal price ratios, it is
 

.. icult to make estimates. It seems unlikely that much grain 

(other than by-products) were fed to livestock with cereals over
 

90 FCFA Der kilogram on oara-liel markets in 1981.
 

With the drought of the early seventies and the continued
 

shortage to cereals, food aid became an important Dart of meeting
 

cereals needs in Upper Volta. in order to handle this donated
 

-rain, as well as to facilitate marketing of locally produced -rain,
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OFNACER had as its mandate to encourage production by offering a
 

remunerative price to the farmer, determine prices that took into
 

account low buying power, and stablize the price for cereals from
 

one harvest to the next. Finally, OFNACER was to establish security
 

stocks during good production years to protect the country during
 

years of low production.
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VII. 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 involvement in the marketing system. It is clear that
 

the government has always 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-government marketing sector enjoys huge profits that
 

it extracts from producers and consumers alike. This attitude is
 

reflected in the approaches taken to marketing since 1968/69
 

and the evolution to the present position of OFNACER. Two periods
 

are distinguished: the 1968/69-:372/73 :eriod when marketing was
 

exclusively cash crops; and the 1.U73/74 to present Deriod when
 

cereals marketing received increa, ng attention.
 

1963/69: Purchasing monopoly ;iven to the ORD's*,
 

generally by the statutes creating the
 

ORD's. This was replrted a failare as
 

the ORD's were not able to captur.e a large 

part of the market. 

*ORD, Organisme Regional de Deve!.opc.ment.
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1969/70: The purchasing monopoly was contracted 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 reDorted disadvantageous to the ORD's
 

who needed marketing profits 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 comnete.
 

1972/73: 	 Mfarketing given over entirely to merchants.
 

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

approach was attempted and inally abandoned. Enforcement of a
 

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

products ma.e no attempt to limit their buying exclusively from
 

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

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

From about 1973/74, cereals marketing entered the picture.
 

1973/7-1: 	 The ORD's were given the monopscny to buy
 

cereals from the producers and OFNACER was 

given the 	monopoly to sell to consumers. The
 

ORD's were required to sell only to OFNACER. 

However, CFNACER was under no obligation to
 

buy from the ORD's. In Yatenga ORD, for
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example, the ORD bought 667 tons of grain
 

but could only resell 300 tons to OFNACER.*
 

OFNACER continued to buy from merchants,
 

therefore, undercutting the ORD's attempts
 

to establish a monopsony.
 

During the 1973/74 to 1976/77 period, OFNACER advanced funds 

to the ORD's to buy cereals. Repayments on delivery of cereals 

often were not made. For example, the 1978 OFNACER budget notes that 

accounts receivable (or debts owed to OFNACER) were 601,966,998 

FCFA, of which 492,200,219 were owed by the ORD's and were doubtful.** 

By the 1979-80 annual report, these had dropped to 553,866,521 

FCFA with ORD's owing 482,847,759 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 1973
 

and, in certain cases, debts were owed by firms that were no
 

"­longer in existence. The Commissioner of Accounts * was named
 
in 1978, and there had been no financial controls since 1973.****
 

*BAPRA reoort, March il-6, "Situation Actuelle De I'ORD Du Yatenga." 

**$3,009,835 and S2,461,001 ? 200 FCFA = 1S U.S., 1978 rates. 

S2,133,971 and 31,789,819 L.iay's rate of a.proximatelv 27.3 
FCFA = i U.S. dollar. 

S 769,332 and 52,414,239 2 0Z FCFA 11S U.S.,S2,01 " ,060 
and 31,755,310 - 273 FCFA to 13 U.S. 

*V *Comissaire aux Comutes. 

****Vroces-Verbai De 
la Reunion Du Conseil D'Administration De
 
L'Office National Des Cereales (OFNACER), August 23, 1979.
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During the period 1973-1977, 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 groups.
 

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 direct and contract with
 

merchants for 21,280 tons. Sixty-five buying
 

centers were established. The actual results
 

of the season were 15,285 tons 063 kilograms
 

bought divided as follows:
 

7,074,170 OFNACER agents 

4,092,501 Village groups 

2,863,631 Non-contract merchants 

1,252,761 Contract merchants 

15,285,063"* 

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

OFNACER agents and less on merchants:
 

*OFNACER, Caimpaign de Commercialisation, 1978-79.
 

*'Report has errors, totals 15,233,063.
 

*' OFNACER, Campaign de Commercialisation, 1979/30.
 

vlTi. 4 



Tons 

20,000 OFNACER agents 

3,000 Village groups 

5,000 Contract merchants 

30,000 

OFNACER assembled a list of 97 merchants from the
 

previous year and 9 new merchants and asked them to
 

enter into contract to deliver grain. Conzracts
 

offered a 2 FCFA/kilogram commission for buying
 

and a 2 FCFA fee for transporting to nearest
 

OFNACER warehouse. No resnonses were received.
 

Meetings organized in Ouagadougou and Bobo
 

Dioulasso with merchants finally led to 5
 

contracts for 8,100 tons.
 

OFNACER estabiishedi 79 buying centers.
 

OFNACER was able to buy only 9,054,260 kilograms
 

of grain broken down as follows:
 

6,852,601 OFNACER Agents
 

2,073,694 Village groups
 

127,965 Contract merchants
 

9,034,260
 

For the most part, OFNACER blamed the poor results of 1979/80
 

on financial problems of the agency and high farm gate prices.
 

However, they did note that par- of their objectives were imet in 

that the producer received a Just :rice for his efforts. 
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1980/81: Heavy emphasis upon direct buying and buying
 

through vliage groups.
 

Planned 1980/81 

OFNACER agents 3,250 tens 

Village groups 24,750 tons 

Contract merchants 	 10,000 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 cereals. Many areas of the country
 

where grain Purchases had been good in recent
 

years contributed nothing in 1980/81. Contract
 

merchants reportedly 	:otaled 13 in January 1981.
 

The OFNACER Report of February 23, 1931 gave the
 

breakdown by commodity as shown below, but did
 

not give the breakdown by buyer.
 

1980/81 Buying Campaign
 

Commodity 	 Kilograms
 

Thite sorghum 	 1,53T,374
 
Red sorghum 73,470.5
 
Millet 119,557
 
Mais 417,289
 
Niobe (cowneas) 	 3,000
 
Paddy rice 	 53,839.5
 

Total to 2/23/81 2,215,330.0
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The above description of the government's involvement in
 

marketing is both brief and incomplete. Almost no study was given
 

to the functioning of non-grain markets. Brief discussions with
 

various officials and technicians indicate that markets having a
 

unique internal demand or only expor:t demand, such as cotton or
 

rice, which require processing available only to the government,
 

can operate under strouig government control. Markets which have
 

high and diverse internal demand, but which require special handling
 

and transport, such as grain and vegetables, can be controlled
 

only through the transpcrt network, but then at high cost and loss
 

of efficiency. The livestock market is virtually uncontrollable.
 

This does not mean that the government has relinquished its
 

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 probably fortunate that these
 

attemnts did fail. Had they been successful, market distortions
 

would probably be even 'reater than sometimes appears at present.
 

For example, contract merchants were to agree not to do marketing
 

outside of the dates of the market season fixed by the government
 

ir to move or transport produice outside of the DeDartment in
 

which they had authoriZation to buy. it was never made clear
 

what oroducers were to do when they needed money outside of the
 

buying season. It was also unclear how the government would
 

determine the allocation of grain to markets throughout the country.
 

VIII. 7
 



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 private sector is always
 

ahead of OGEACER in buying grain due to the merchant's long establish­

ment in the villages, his methods of credit, his early entry into
 

the market (presumably soon after harvest), 
etc. They further
 

note that OFNACER is beaten by the competition and, therefore,
 

controls only a very small part of the market.
 
The Commission followed the recommendations 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

controllable in the large urban centers 
"because of intimidation 

by the merchants" and "situation of insecurity by agents of the 

Drice control service." Therefore, they note that there is in­

sufficient information on quantity marketed, on the supply at 

markets, as well as the fluctuation of cereals in time and space to 

4evelop a valid cereals policy. 

The Commission made several recommendations that they felt
 

would improve the cereals market in Upper Volta. The most signi­

ficant points bearing on the structure of the market were:
 

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

OFNACER must report on stock holdings.
 

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

**CLSS, Colloque de Nouakchot:, July, 1979.
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Z. 	A percentage of all stock holdings would be turned
 

over to OFNACER.
 

3. 	Prices would be fixed including:
 

producer floor price;
 

* price delivered to OFNACER; and
 

. consumer ceiling price.
 

4. 	Price controls would be enforced with police/military
 

assistance.
 

5. 	Contracts for grain deliveries with OFNACER would
 

be enforced.
 

5. 	The population would be asked to report grain hoarders.
 

The recommendations demonstrate the continuing problem that
 

the government has had with marketing due to the total lack of
 

information on the market and the failure 
tc understand the
 

structure of that market; a movement to market control is proposed.
 

However, given the past failures at market control, there is no
 

reason to expect this attempt to succeed.
 

Merchants are generally suspicious of government agents
 

and forms, and with the threat of having to turn over Dart of their
 

stocks to OFNACER, it is doubtful if any stocks would be reported.
 

Enforcement o: fixed prices in the past has generally led to
 

market distortion and usually shortages and high blackmarket prices.
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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 operating in that
 

market. WitThout this understanding, any success from policy
 

decisions on market prices and supplies will be only coincidental.
 

It appears that at this point, the debate on the degree of control
 

and -direction of influence that OFNACER should take has not ended.
 

In a May 1981 report from OFNACER, a five-year program was
 

laid out for OFNACER'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 -':.-*s a level which
for the consumer at 


takes into a* ., the low buying power of rural and
 

urban populations.
 

*OFNACER, MR, Fiche Technique De Project, "Programme De Commer­
cia1isation Des Cereals et De Stabilisation Des Prix En Haute
 
Volta," May 1981.
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With these goals in mind, OFNACER's main objectives are:
 

1. 	Traniferring grain from surplus to deficit areas. 

2. 	Ease problems of "soudure" between harvest by
 

assuring supplies in urban centers.
 

3. 	Assure stable prices of cereals in consumer markets,
 

and
 

4. 	Build a national stock for emergency.
 

OFNACER argued that they needed to handle 60,000 tons of cereals
 

per year to .3tablize prices. Therefore the program for the
 

next five years was to progressively increase local purchases
 

as follows:
 

i981-82 30,000 tons
 
1982-83 40,000 tons
 
1983-34 40,000 tons
 
1984-85 30,000 tons
 
1985-36 30,000 tons.
 

The entire project, estimated to cost 6,059,300,000 FCFA,*called
 

for farm gate prices to rise from 50 FCFA/kilogram in 1981-82
 

to 60 FCFA/kilogram in 1985-86. Sale prices would rise from
 

75 FCFA/kilogram in 1981-82 to 101 FCFA/kilogram in 1985-86.
 

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

kilogram in 1981-32 to zero in 1983-86.** Annual marketing cost
 

-S22,03a,343 at 273 FCFA to I $U.S.
 

"*The reason for subsidizing OFNACER's operations is in part because
 
the price ccmnission recogni:es OFNACER is not efficient and in
 
part because FNACmR argues it is establishing an organization
 
to handle at least 60,000 tons of grain; so its fixed costs are
 
high at the outset.
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increases, using the 1980-81 base, are 10 percent, 10 percent,
 

4 percent, 4 percent, and 4 percent, 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 a study conducted in 1979-80 in the
 

Manga region south of Ouagadougou**, market prices at rural
 

villages seldom were lower than 0FNACER producer prices and
 

were higher than OFNACER consumer prices more than 50 percent of
 

the time. Table 74 summarizes the raw data from that study
 

relative to OFNACER prices.
 

It is not surprising that Sherman notes that OFNACER came
 

to the market and tried to buy one day each in 1979 and 1980,
 

didn't-buy anything, and left the next day. More critical, probably,
 

is the fact that in over -0 percent of the observations of 1979/
 

i9SO, the market Drice was above OFNACER targeted producer prices
 

for 198S-86.
 

Although Sherman warns not to extrapolate from her study to
 

the whole country, given the paucity of information on grain
 

marketing in Upper Volta, it probably offers some insights into
 

*acqueline R. Sherman, "Crop Disposal and Grain Marketing :n the
 
Manga Region of Uper Volta - A Case Study," CRED, University
 
of Michigan, February 1981, preliminary report.
 

The rice data was collected from Sep; .- ber 1979 to September 1980
 
in S-x markets over a oeriod of 50 weeks. It should be noted
 
thaz rural markets in upper Volta function both as producer and
 
consumer narkets.
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TABLE 24
 

PRICES ON SIX VILLAGE RKETS IN THE MAN.GA REGION
 
RELATIVE TO OFNACER PRICES, 1979-80 1/
 

2/ 3/ 
OFNACER Prices N= No. Observations-

Producer
 
FCFA Above Below
 
(Kg.) Consumer Consumer Producer
 

40 / 283 162 4
White sorghum 


404 /
Pearl millet 575 / 263 169 3
 
Red sorghum 32 / 7/ 250 178 2
 

L/Data collected September 1979 to September 1980.
 

'/Six markets weekly for 50 weeks, some observations missing or
 
no crop sold.
 

/ Number of weeks prices were 
above or below OFNACER prices.
 

±/Producer prices raised to 43 FCFA late in 1930. 

a/Consumer prices raised to 70.0 FCFA late 1980.
 

6 /Producer prices raised to 37 FCFA late 1980.
 

pConsumerrices raised to 62.0 FCFA late 1980. All 1980 prices
 
should have affected prices only after November 1980.
 

Source: Jacqueline Sherman.
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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. large bush traders;
 

4. assemblers;
 

5. peasant/traders; and
 

6. government traders.
 

Regional traders buy and sell in the regional markets, storing
 

grain in a warehouse at the market between market days. 
 Often
 

they deal in more than one commodity. No more than ten operated
 

in the Manga market.
 

Middlemen buy market on their ownon day account or for 

Ouagadougou collectors. 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, often as 
the sole trader, in bush markets.
 

Assemblers come from Ouagadougou 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
 

:rom the middlemen exclusively, whom they sometimes finance. 
 Eacn 
has his cwn cients. 

*Sherman, on. 43-16.
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Peasant/traders buy grain to store ror 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 through a formal agreement with the government. There were
 

none for grain in Manga.
 

Sherman suggests that although entry into the market is
 

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

is in fact monopsonistic or oligopsonistic."w This conclusion
 

is arrived at primarily by her observation of an ad hoc price
 

.fixing on a given market day. However, she notes that irregular
 

traders, traders outside the market, speciality buyers, and quality
 

buyers, alter those prices.** Actually, her dicussion of the
 

markets and comments from principles in the market suggest a highly
 

competitive structure. The main influence on prices appears to
 

be the Ouagadougou market, and price discounts for transport
 

and handling seem to dictate the local mar!.et prices. Farmers
 

aDpear willing to zransport grain to more distant markets if they
 

feel the price sDread is greater than transport costs. 

Although definite conclusions must await Sherman's more
 

soDhisticated econometric analysis, the Manga market appears to
 

have many of the elements of other West African grain markets.
 

Although there appears to be some collusion at the regional and
 

*Sherman, p. 31. However, she did not exactly identify "large 
trader." 

**Shermnan, . 3 -36. 
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larger markets* between 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 be short­

term, probably no more than a week or two, so that pipeline grain
 

from Droducer to consumer is probably relatively constant. These
 

observaticns would be supported by examining the Ouagadougou 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 Volta, the lack of such infestation suggests the
 

grain has only recently left farm storage. Second, the volume of
 

grain in Ouagadougou, as well as other utban 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 little
 
different. Prices are dictated by national cash and futures
 
grain markets, and there is little difference in prices offered
 
from one buyer to the next.
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IX. :AIER >,LRKET!NG DECISIONS
 

Virtually no study has been done oi 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 o: Upper Volta, but
 

more detailed work is obviously needed, particularly for the
 

Mossi plateau and for the west and southwest parts of the country.
 

Therefore, these comments are general, and are drawn from a large
 

number of sources and discussions in Upper Volta.
 

The most thorough study of the structure of the rural economy
 

in Upper Volta was undertaken by ORSTOM as a part oZ an overall
 

examination of labor migration by the Mossi.* Of particular
 

interest is the work of Gerard Ancey** covering rural households
 

in :he regions of Koudougou, Yako, Zorgho, Tougan, and Dedougou.
 

This study, unfortunately covers only the Mossi plateau and Mossi
 

colonists in the Dedougou area.
 

As can be seen in Table 25,cereals play an imortant role
 

in the household budget. However, wide discrepancies are noted 

between regions. This large difference is generally expiained 

by the availability of land to produce cereals and the other 

sources ofi income of the household. in the most densely populated 

:ones, such as Yatenga, western Kaya, northern Koudougou, 

incomne from cereals is low and the expenses for cereals are high. 

*ORSTOM, Enquete Sur les Movements De Population a ?ar!ir Du
 
Pays M!ossi, 1973.
 

--CRSTCM, Ibid., Vol. !I!, Gerard.Ancey, "Milieux Ruraux Mossi
 

Aspects Economicues.
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TABLE 25 

TH ROLE OF MILLET AND SORGHUM IN THE 
COMPOSITION OF HOUSEHOLD BUDGETS 

(Percentage) 

1/ 1/ L 2/Expense Receipts Expense- Receipt- Margin Final- Final 
(Total) (Total) Coercial. Commercial Commercial Expense Receipt 

Koudougou 17.75 7.44 53.45 16.49 -33.81 10.01 3.89 

Yako 2.03 16.00 1.59 -0- - 6.59 2.74 22.77
 

Zorgho 10.81 
 2.07 22.09 2.1 -111.88 6.67 2.01
 

Dedougou 9.33 
 9.47 8.13 8.32 + 9.44 10.30 10.37
 

Tougan 20.43 
 9.45 12.73 12.22 +10.29 29.18 5.87
 

-l/Commercialdesignates co odity was bought or sold for commercial profi t or 
was tranforned. 

Fia! indicates commercial was subtracted from total before calculating 

percentage. 

Source: Ancey (ORSTOM). 
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TABLE 26
 

AVERAGE REVENUE PER FA.R. (EXPLOITATION)

FOR VARIOUS REGIONS OF UPPER VOLTA BY SOURCE OF REVENUE
 

(FCFA) 

Yatenga 

Cereals 900 

Gardening 1,000 

ja 

3,600 

3,900 

Koudougou 

2,100 

2,400 

Ouagadougou 

6,700 

2,400 

Koupela 

3,400 

1,700 

Bissa 

6,900 

2,600 

Together 

4,100 

2,400 

Cash 
Crops 300 

Livestock 9,500 

3,300 

7,100 

2.100 

6,500 

2,100 

3,600 

2,600 

3,500 

900 

5,200 

2,100 

5,700 

Crafts 3,200 Z,300 1,100 700 1,600 400 1,600 

Total 13,000 20,200 14,200 15,500 2,800 6,000 15,900 

Ave. 
Exp. for 
Cereals 6,600 3.600 2,800 1,700 1,600 1,800 2,900 

Taxes 3,300 3,000 2,200 2,500 2,600 2,600 2,800 

Proportion 
oz -arms 
Paying taxes 
with Labor 
Migrat ion 
Revenues 

) 51 10 30 13 13 10 17 

No. of
Migrants 

Absent per
Farm 1.21 .64 1.32 .73 .61 1.08 .38 

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

migrant workers.
 

Although the ORSTOM 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
 

cereals sales 
in Kaya, but by the rapid disaDpearance 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 movemelats. 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 
 oi cereals in the nocth near Yatenga. The
 

same wil hold true for Koudougou.
 

Giren the tremendous upward movement in prices for cereals
 

in the pa't decade, one would have expected farmers to produce
 

more cereals for market and a shift 
in the general structure
 

of farm incomes. This does not appear to have happened. What
 

has happened over 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
 

1973, for every 100 families relocating on new lands, 75 relocated
 
within Mossi country, !3 went to the northwest and 7 to the south­

west, only 3 mcved east. This, however, seems to be :omewhat
 

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

Mossi country was rare, but became predominant in the early
 

1970's. 
 This is evident today below the Ouagadougou-Bobo Dioulasso
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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 caDital 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 saniple study for this area, as seen in Table 27,
 

indicates that 59 percent of farms buy cereals while 32 percent sell
 

cereals, and 13 percent both buy and sell cereals, while 24 percent
 

do neither.
 

TAB LE 27 

PERCENT OF F.R S THAT BUY AND SELL CEREALS 

Sell 
Buy Y-es No Total 

Yes 15 44 59 

No 17 .4 41 

Tot&. 32 68 100 

Source: Boutillier, ORSTOM, 1975.
 

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

"'Boutillier, ORSTOM.
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TABLE 28 

NUMBER OF F.ARMS WITH ADEQUATE FOOD PRODUCTION 
AND PERCENT OF LABOR MIGRATION OF MALE WORK FORCE 

Harvest 
Sufficient Yatenga Kaya Koudougou Ouagadougou Koupela Rissa To-

Yes 

No 

43 

33 

28 

21 

49 

42 

36 

29 

31 

26 

39 

3S 

37 

32 

Percent of 
Migration 
of Male 
Labor Force 
Age 15-44 43 28 49 36 31 39 37 

Age 15-59 33 21 42 29 26 33 32 

Source: ORSTOM. 
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Evidently 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 nor sell are probably close to self-sufficiency, while
 

those who both buy and sell can be either speculating or exchanging
 

one type of cereal for another.
 

It is likely that a3 
farmers from the densely populated
 

areas colonize available lands to the west, south, and east,
 

cereals production will i.icrease. This was evident in Ancey's
 

work above relative to the Dedougou region. However, it is evident
 

that farmers prefer to meet cash requirements from other sources
 

and, therefore, cereals sales in the short-run probably will
 

only rise if unusually good harvests occur. In the longer run,
 

cereals production will probably increase only if the returns
 

to labor in its production can compete with cash crops or labor
 

migration.
 

It is normal for farmers in the Sahel to attempt to reduce
 

the risk of cereals shortages by maintaining on-farm stocks.
 

There is, therefore, a built-in reluctance to sell stocks if
 

cash requirements can be 
met elsewhere. Unfortunately, no in­

formation exists 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 food requirements
 

in on-farm stocks. Vhen their on-farm stocks decreased, they
 

were reluctant to 
sell cereals even in the face of tremendous
 

price increases for cereals.* it would be surprising if Voltaique
 

-Ni--e-,Ag. Sector Assessment, USAID, 1979., Vol. II.
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farmers did not have similar behavior. If this is true, then
 

only with several consecutive years of high production levels
 

will volumes marketed show any great increases.
 

The INR estimated on-farm stocks at 30,000 tons in early
 

1981. This represents less than 5 percent of annual production
 

levels and requirements. 
Although this figure seems extremely
 

low, it is 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. Some areas,
 

with good rainfall may have adequate production from which
 

on-farm stocks have been building. This would allow some 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 national market supplies, thus, effectively cutting
 

OFNACER out of the market. OFNACER's declining market share
 

over the past three years seems to substantiate this argument.
 

in other words, the major problem is inadequate supply due to the
 

low level of technology, poor rainfall, and falling productivity
 

in certain regions. Price incentives can have only minimal
 

effects on production volumes in the face of these constraints.
 

Even with production increases rising faster tha. consumer
 

requirements, demand from neighboring countries will mitigate
 

aga:nst softening of prices. Therefore, OFNACER should only
 

expect to purchase large volumes in abnormally high production
 

years, and then only in regions where previous years' croDs have
 

been adequate to permit on-farm stock buildup.
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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 open 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 1973. 
 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 available'
 

discussions with various officials and foreign specialists 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 Ouagadougoul 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 Dopulations and northern populations. If we added only
 

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

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

*jacqueline R. Sherman, "CroD DisDosal and Grain Marketing in 
the Manga Region of Upper Volta - A Case Study," provisional

report, February 1981, CRED, University of Michican. See also
 
section on "MarK-ting cxrerience in UDper Volta.
 

A..
 



country (Ouagadougou, Bobo Dioulasso, Banfora, Koudougou, 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 450,000
 

persons. Further, assuming that they consumed cereals at the
 

national average and that they were 
50 percent self-sufficient,
 

a market of over 40,000 tons would be required to meet urban needs.*
 

The northern areas, especially the Departments cf the Sahel (Dori),
 

Nord (Ouahigouya), and Centre Nord (Kaya) are generally not self­

sufficient in cereal production. In bad to poor years, these
 

arpas are probably no more than 70 percent self-sufficient by
 

national averages. 
 Thus, with their combined current populations
 

of around 1,700,000 inhabitants, these areas could be short up
 

to 90,000 tons of cereals.*
 

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

(Dcdougou), intra departmental shortages often occur. Finally,
 

throughout the country, smaller urban centers 
in the 3,000 to
 

8,000 population range, such as 
Gaoua, Po, Koupela, Nouna, Zabre,
 

Kombissiri, etc., enough non-producers exist to create a lively
 

commercial market. as
These may be urban consumers such government
 

employees, laborers, and artisians, or roral consumers such as 
livestock
 

raisers. Add to this significant transactions made for local
 

TActual growth rate may be considerably greater for some of the
 
areas than 
2.0 percent, notably Bobo Dioulasso and Ouagadougou.
Consumption patterns would tend to more
be skewed toward wheat
 ans rice, nore expensive ereas, and higher incomes would be

offset by greater consumption of red eat, fish, and poultry.

For the !araest urban centers, 30 ere self-sufficiencyl
nt ad 


greatlv understated. 
"'See Table .0. 
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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). One, therefore, has a picture of a large commercial
 

market. SummariZing possible transactions, we can estimate some
 

high-low possibilities of grain movements:
 

Low
 

Large urban 10,000 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
 

153,000 
 260,000
 

Realizing these are 
at best only rough estimates, the commercial
 

grain trade ranges from 13 percent to 23 percent of the
 

annual proiction. 
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 claix3 that its market studies show that OFNACER
 

must "maninulate" 60,000 
tons of grain per year in order to have
 

an impact on national cereals prices. -* 
In the past three years,
 

OFNACER has never obtained that amount. 
 Sales for 1973-79 were
 

2i,248 tons and for 
1979-1980 were 28,346.**** If the above
 

'See Niger Ag. Sector Assessment, Volume I T , Part F, USAID, 1979.
 
"*$30 ,727 ,273 to 383,090,909 at rates of 273 FCFA 
 31lU.S. 

**Letter from Minister of Rural Develonment to U.S. Anbassador 
February 11, 1931. 

" NFACER Retorts. 
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estimates of the amount of local grain marketed are 
raasonable,
 

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 1979-80,
 

OFNACER received 68,983,978 kilograms of foreign aid grain.
 

Table 29 gives the breakdown of those grain receipts and their
 

disposition as of September 30, 1980. The net amount of this
 

food aid, 63,748,603 kilograms, represents an average of 21,249,3534
 

kilograms per year, the equivalent cf the entire OFNACER sales
 

for 1973/79 and 73.3 percent of sales for 1979/30.
 

As of June 1981, 26,889 tons of food aid had been committed
 

for the 19o,81! year, most of which was expected to arrive in
 

Upper Volta by September 30, 1981. This was considerably below
 

the 31,000 tons recommended by the CILSS multi-donor mission
 

or the 93,666 tons requested by the government.
 

Because there are not data available to calculate elasticities
 

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

affects the market price. However, given the small percentage
 

of 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.
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TABLE 29
 

FOOD AID RECEIVED BY OFNACER
 
1977/7S, 1978/79, 1979/1980
 

Free Loss & Stock 

Source 
Quantity Sold 

(Kg. 
Dist. 
) 

Spoilage 
(Kg.) 

9-30-80 
(Kg.) 

U.S. Aid .0,700,734 20,412,530 3,223 Z84,981 

France 11,860,220 8,536,173 3,324,042 

World 
Food Pgm. 14,249,697 Z,000,000 12,249,697 

Nether­
lands 5,901,421 5,280,598 1,200 207,971 411,632 

Germany Z,696,400 Z,696,400 
Saudia 
Arabia 2,065,321 / 2,063,3211 / 

Belgium 2,738,974 2,738,974
 

European
 
Common 2/ 21
 

3
Market 9,351,211- 7,S12,7 - S34,922 166,736 836,770
 

Total 69,5 6 3 ,978i/49 ,477 ,46 3 14,851,140 377,930 4,857,445
 

1/lncludes 380,000 kilograms of peanut oil and salt.
 

yInclud-s 200,000 kilograms of butter-oil.
 

.!/Grain total: 63,983,978.
 

Source: OFNACER.
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XI. 	 IMPACT ON THE CEREALS .RJKET
 
FROM OFNACER'S PRICING POLICY
 

OFNACER establishes consumer prices for cereals on a per
 

sack basis for each commodity. Table 30 gives 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 is paid
 

by AID). Local red sorghum, which could be purchased in the sou':hern
 

part of Koudougou 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 distanco
 

would be:
 

Leo - Ouaga 165 Kms.
 

Ouaga Kaya 93 Kms.
 

Kaya - Dori 163 Kms. 

Total 426 'Kms.
 

At OFNACER's estLated transport cost of 35 FCFA/ton kilometer,
 

transport costs would equal 14.91 ?CFA/kilogram, whereas A'merican
 

red sorghum costs only 9.13 F-FA/kilo-gram to tra.s.ort from
 

Ouagadougou to Dori.
 

The 5.78 FCFAikilogram additional cost for transport of Iccal
 

sorghum must be absorbed by OFNACER. Again, assuming local grain
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TABLE 30
 

OFNACER CONS'uMR ?RICES AS OF NOV. 1980 

Commodity Unit Size/Kgs. 
 Price/Unit Price/Kgs.
 

(FcFA)
 

White sorghum 100 7,150 70 
White sorghum 50 3,625 70 
Local millet 100 7.150 70 
Local millet 
 50 3,625 70
 
Red sorghum i00 
 6,350 62 
Red sorh / 50 3,225 62Red umRed sorghum- 45.36 2,945-2/ 65-2 
Local mais 100 7,150 70 
Local mais 50 3,625 70 
Mais flour 50 3,800 75

Whole flcur 100 1l41,800 125 ,Whol rice 92 11,700 125 
Whole rice3/ 50 
 6,450 125
 
Kou rice ­ 50 5,700 110'hole rice 25 3,275 125
 
Whole rice 22 2,965 125 
Broken rice 
 100 9,80 96
 
Broken rice 50 4,950 96 
Broken rice 25 2,525 96 
Wheat flour 50 6,200 125 

-1U.S. red sorghum 100 lb. bags.I/
 
-- Reduced to 2,743 on July 15, 1981, 60.5/Kg. 

31./ocal 
from Kou Valley 6A,.52% broken.
 

Source: Ofnacer, Note de Service 0958, Nov. 7, 1980, Application de 1'Arrete 
No. 040/MCOD2I/MO., 6 Nov., 1980. 
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is bought in Leo, OFNACER's transport costs to Dori will be 9.14
 

FCFA/kilogram higher than delivering the same grain to Ouagadougou.
 

This puts OFNACER in an unfavorable 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 are lowest.
 

2. 	Private merchants will sell in the most favorable
 

markets, that is, large urban markets with best
 

access to good transport.
 

3. 	OFNACER will increasingly be obligated to sell grain
 

in the least favorable 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 entice merchants to move
 

grain north.
 

4. 	To cover operating and transport costs in the more
 

remote northen areas, QFNACER will be obligated to
 

maintain high volume sales in ti.;e southern areas and
 

the large urban centers, so profits made in these
 

areas can cover losses in the north.
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3. 	Without high volumes of free donated grain from foreign
 

donors, OFNACER 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 will be established by averaging. Thus, cost
 

margins would always be ske;wed upward as OFNACER
 

increasingly moves to less favorable markets.
 

6. 	Thus, with low volumes in the southern regions,
 

unit costs rise putt-. further pressure on OFNACER
 

operating margins.
 

7. 	A similar situatior. !iill occur on the producer markets,
 

with OFNACER beinc -elegated to the most isolated and
 

distant producer "rkets because merchants will out­

bid them in more zcessible markets. Therefore,
 

OFNACER's buvini: costs will be higher than those of
 

the merchants.
 

8. 	The overall result will be a market distortion chat
 

will allow me--chants to profit in the most lucrative
 

markets and CFNACER, if it is to cover its true costs,
 

will have to set prices that will permit free opera­

tions of th merchants. if true costs are not covered
 

by the market margin of OFNACER, they can only be met
 

by transf.-rs from donated gr-ain sales or state subsidies.
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9. 	A more realistic price structure must therefore be
 

established based on actual handling costs which will
 

require a multiple price market. An effective geo­

graphic differentiation is needed.
 

OFNACER's goal of stabilizing prices intra-annually, i.e.,
 

fr-m harvest to harvest, can be accomplished if, and only if,
 

OFNACER captures a large enough 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
 

next harvest. OFNACER, at present, maintains an established price
 

throughout the year, consumer orice increases being made after a
 

new 	harvest is under way. The general assumption in Upper Volta
 

is that grain is hoarded until this period each year and then
 

released on the market wien extremely high prices permit excessive
 

profits to be made by speculators. However, the costs of of.-farm
 

grai n 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 

high storage costs. If OFNACER attempts to cover those storage 

costs through consumer prices, those prices will be far above 

consumer oric s in the immediate oost-harvest months. Prices will 

graldually rise until OFNACER prices are reached. The degree to 

wnich market stabilization can be achieved will be extremeiy
 

limited. In fact, without imported cereals, QFNACBR probably 

couli have no impacz whatsoever. 

*See Section on Storage Costs. 
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If OFNACER does not set consumer prices adequate 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 cash market, and cause instability
 

in the market; and
 

3. 	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 closej.y linked to farmers' cash
 

position than to grain merchanu speculation. In general:
 

1. 	For purposes of price stabilization, national
 

stock levels are important, but it does not matter
 

where those stocks are held, on-farm, merchants,
 

cereals banks, or QFNACER.
 

-. 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 storage or merchants have much
 

better stock quality control than OFNACER.
 

3. The main element of price stability will be the 

elasticity of supply of the producers. This will be 

7overned by: 
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" quantity of in-farm stocks;
 

" 
demand for cash income by farmers; and
 

" sources of cash income to stock holders.
 

4. 	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
 

exooneittial.
 

S. 	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 portion
 

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

6. 	The demand for cash income would be expected to be
 

relatively stable, with a gradual increase over 
time.
 

7. 	The supply of cash income for producers outside of
 

grain sales will be from:
 

cash crops;
 

livestock sales; and
 

off-farm and migrant labor.
 

8. 	Livestock income will be relatively stable as it will
 

be limited to the natural reproduction rates.
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9. The output of cpsh crops will depend on the production
 

season. Good years will lower the demand for cash
 

from other sources such as cereals and farmers will
 

tend to 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.
 

10. 	 In the longer run, 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 cereals production.
 

11. 
 Off-farm and labor migration could lower market
 

supplies as less labor is available for production
 

and as family cash income increases with wage earnings.
 

Exactly how these forces operate in Upper Volta is not very
 

well known. However, given the supply constraints for cereals,
 

it is doubtful if OFNACER can have any impact on price stability
 

without large volumes of donated grain. In the long run that
 

can only have a negative effect on local production.
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XII. 	 STORAGE COSTS AND THEIR IMPACT UPON
 
INTRA-.ANNUAL PRICE MOVEMENTS
 

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 loss 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 costs are extremely
 

low, secondly, interest on investment is set at only 6 percent,
 

and finally, no allowance has been made for znterest costs of
 

holding inventories. Table 32 
adjusts those estimates for a
 

privately-owned storage facility. The calculated annual average
 

cost for a 20-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 rice equals or exceeds his purchase cost plus
 

his storage costs. As the season approaches the next harvest,
 

in Sep r,r new grain will begin to come on the market causing 

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

move iL±ventories the of September. Effectively, aby end 	 then, 

storage facility has a 10-month functional use each year. Tble 33
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TABEI, 31 

COMPARISONS OF METhIODS OF 
(Per Ton in FCFA) 

STORAGE! 

ipCost 
Construct ioi 

1/ 

Per iod 
Deproc iat ion 

Years 

D)epreci aCion 
Per 

Year2/ 
Replacement 

Costs 3/ 
Losses 
taeo 

Tot aI 
Cost 

er roar 

Trad it iona I 
granary 

|Wa cuhiouso 

(Bags) 

500 

35,000 

2-3 

20 

250 

2,80() 

-0-

1;00-900 

4-5 

4 

1,8001-/ 

2,400' / 

2,100 

10,20) 
1,420 

Modern silo 
(Bu l k) 

80,000 30 4,400 3,000-S,000 1 600S / 7,800­
9,800 

Includes equipment, per Lon. 

2/ Six percent interest ov, capital. 

.- 'armcrs labor not includod. 

Producer price at 45 CFA/Kg. 

Purchaso price delivered to ware'iouse, 

Source : 'Thenev in. 

FAO calculation at 60/FCFA/Kg. 



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
 

S regions and does 
not give the t-otal number of observations.
 

The other series was taken in 6 markets in the Manga region by
 

Sherman** on weekly observations over a S0-week period from September
 

1979 to September 1980. 
 It would be better to make comparisons
 

with a large urban consumer market such as Ouagadougou, however,
 

no data were available. Anceydid note that generally the rural
 

marxet prices were only slightly lower than in Ouagadougou (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 seen from Table 32, a large amount of the intra­

annual price increases appears to be explained by storage costs.
 

In Manga, for example, price fluctuations on the raw market prices 

vary 57 percent during the year and only 21 percent on the adjusted
 

price. In the 1971-72 series, th. variations were 138 percent and
 

53 percent, respectively. In fact, linear regression shows 
a
 

correlation coefficient of 
.934 on the 1979-80 data and .934
 

on the 1971-72 data. 

*Gerard Anc.y, "'!ilieux Ruraux: Mossi, Aspects 2zonorr,' 
.A:nexe III, CRSTOM,1975. 

**Jacqueline R. Sherman, "Crop Disposal and Grain Marketing
 
:anga Region of UpTper Volta - A Case Study," CUD, Feb. 981
 
prelimiaar-i.
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TABLE 32
 

ESTIMATED COST OF STORAGE IN UPPER VOLTA
 
CONCRETE WAREHOUSE, CEREALS IN SAGS
 

(Per Ton Per Year FCFA)
 

Total
Interest Cost 
Const. Deprec. on Recurrent Losses Interest Per 

Year Cost (20 Yr.) Capital Costs (3%) on Stock Tun/Yr. 

. 

2 
3 
4 

60,0001/ 3,0002/ 
3,000 
3,000 
3,000 

6 ,o000/ 
5,700 
5,400 
5,100 

6 850± 
6,850 
6,850 
6,850 

3,000-Y 
3,000 
3,000 
3,000 

6,00A/ 
6,000 
6,000 
6,000 

24,s30 
24,350 
21,250 
23,950 

3 
6 
7 
8 
9 
0 

1i 
12 
13 
14 
13 
16 
17 
1 
19 
20 

3,000 
3,000 
3,000 
3,000 
3,000 
,000 

3,000 
3,000 
3,000 
3,000 
3,000 
3,000 
3,000 
3,000 
3,000 
3,000 

4,800 
4,500 
4,200 
3,900 
3,600 
3,300 
3,000 
2,700 
2,400 
21,00 
1,800 
1,530 
1,200 

900 
600 
300 

6,850 
:6,850 
6,850 
6,850 
6,850 
6,350 
6,850 
6,350 
6,850 
6,330 
6,350 
6,330 
6,850 
6,850 
6,850 
6,850 

3,000 
3,000 
3,000 
3,000 
3,000 
3,000 
3,000 
3,000 
3,000 
3,000 
3,000 
3,000 
3,000 
3,000 
3,000 
3,000 

6,000 
6,000 
6,000 
6,000 
6,000 
6,000 
6,000 
6,000 
6,000 
6,000 
6,000 
6,000 
6,000 
6,000 
6,000 
6,000 

23,650 
23,350 
23,050 
22,730 
22,450 
22,150 
21,850 
21,550 
21,230 
20,950 
20,650 
20,350 
20,050 
19,750 
19,430 
19,130 

30,000 50,800 137,000 50,000 120,000 440,000 

1/ Based on 100,000 FCFA/- with storage capacity of 1.67 tons per ai
 

- Straight line.
 

3/ 10% interest on investment, declining balance.
 

_/ Reoairs, raintenance - 5% of construction cost; fumigation 1,000
FCFA; salaries based on 20,000 CFA/month olus 65% -or benefits;

transport based on 33 CFA/T. km. in 100 mile radicus; han.diing

.ased on 23 
CFA/100 kg. sack times Z, taxes estimated. Total
 
E,830 ton/year.
 

Based on Sherman and FAO.
 

6/ 10% interest on 60,000 FCFA/ton in storage.
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TABLF. 33 

EFnECTS OF STORAGE COSTS ON RURAL GRAIN PRICES 
IN UPPER VOLTA 1971-72 and 1979-80 

(FCFA/'etric Ton) 

Estimated-/ .ll/Sorghum 2 / Residual - i sorghum - Residual 
Monthly Prices on Value Prices, 1971- Value 
Storage Manga Market Less 72 Less 
Costs 1979/80 Storage (ORSTOM) Storage 

nec. 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. 11,000 64,226 53,226 33,143 22,143 

May 13,200 55,273 53,073 36,571 23,371 

June 15,400 69,644 54,244 42,000 26,600 

July 17,600 71,519 53,919 51,429 33,829 

Aug. 19,800 74,344 54,744 55,714 35,914 

Sept. 22,000 74,446 52,446 53,143 31,143 

Oct. 61,480 38,571 

Nov. 47,917 27,143 

Annual cost from Table 3 2 , on 10-month basis. 
2_/


onthiv average of weekl 7 observations on Manga arkets, from Sherman. 

Gerard Ancey, "Y.ilieux Ruraux Mossi, Aspects Economicue, ?art II, Annexe III, 
ORSTOM, 1975. 
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It is not argued here that either merchants or farmers own
 

storage facilities that would cause them to 
incur costs of storage
 

as seen in Table 3Z. 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 year to supply his urban market needs, 
rather
 

than buying and storing grain. If 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 t'he
 

season, receives 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 those adequate to 
cover
 

stcrage costs) to the government, or both.
 

Obviously an imputed cost for storage does not 
explain all
 

of the intra-annual price variation. Several buyers appear in the
 

grain market for a variety of reasons. Not all buyers are merchants
 

operating 
zo move grain to consimer markets. For example, there
 

are farmer szeculators who buy grain to take advantage of high
 

orices later in the year. Their advantage is that they can orofit 

from quite low on-farm storae costs. Sherman suggests there are 

few in the ian-a region buvi ng on the market. However, the -eree 

to which such buyers exist outside the formal market setting is 

unknow,., in Niger', it was found to be widespread that villagers 

*Niger Ag. Sector Assessment, Vol. Ii, Part D, USAID, 1979.
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bought and sold grain between themselves, and speculation was
 

not uncommon.
 

In addition to farmer buyers, there are purchases made by
 

livestockmen.* 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 will sell grain when they
 

need cash and no other source except grain is available. They will
 

also move grain when they have adequate stocks or feel they will
 
have adequate stocks. If, for example, the crop looks good or
 

e3arly 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
 

before the December market low is hit. Because this period is a
 

time for farmers to liquidate old on-farm stocks and also a period
 

when new harvest may be marketed, it shows a general price sof"tenin
 

in Table 33,and was not included i, the storage cost analysis.
 

'ho are generally also farmers, but here we refer to those whose
 
pri~mary interest is livestock.
 

"*Dr. Richard Vengroff, "UnDoer Volta Village Livestock Project,"
 
AID CID 686-11-130-203, Texas Tech University. See also Shapiro,

Keaneth, et a!, Livestock ?rcduction and %Iarke:in .2inae Entente
 
States of ;'est Atrica: Summary Report, CRED, -nMver..: o)ichigan,

1979.
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APPENDIX A
 

OFNACER COST STRUCTURE 1979-1980
 

1. Fixed Costs
 

2. Var-lable Costs.
 



STRCTURE OF FI=E COSTS,
 
(GENMRAL EXPETSES) 10-1-79 TO 9-30-80
 

Salaries 

M.O. 

Lodging 

Travel 

Bonuses 

Various indemnicies 

Social security 

Medical 

Other social costs 


Total Personnel 

Taxes, Fonciers 

City taxes 

Taxes - ?restations de service 

Local taxes 

Registration taxes 

Fiscal stamps 


Total Taxes 
Rents 
Fuel 
aintenance, repair vehicles 

Maintenance, repair office 
Maintenance, repair buildings 
Maintenance supplies 
Mafintenance, repair moblettes 
Band tools 
Studies, research, documents 
Elec ric i t'y 
Water 

Honorariums 

Insurance
T~iT.F.S.E. 


: ansportation of personnel 
Travel and =oving 

Total 
?ublicit7 
Trips - receptions 

Office supolies 

Documentation 

?ost Office, :elephone, telegraph 


I 

i.fs, awards 

Directors honorarium for meetings 
Total M.sc. Expenses 

interest on loans 
interest on zommercial chartes 

Bank charges 


Tota. Fizance Costs 


General Total, Fixed Costs 
Quantity Sold 
Cost :er .Kilo, Fixed Costs 

Depreciation 


184,692,738
 
10,222,742
 
1,825,000
 

16,176,819
 
455,000
 

25,463,779
 
35,144,841
 
3,485,685
 
2,229,771
 

282,430
 
834,300
 
10,070
 

200,000
 
1,000
 

213,030
 

15,823,590
 
63,839,000
 
55,954,348
 
2,198,592
 
2,687,994
 
3,198,529
 

125,304 
1,191,309
 

30,000
 
4,594,045
 
818,944
 

3,991,460
 
7,126.060
 

2,081,135
 
393,560
 

2,082,157
 
2,058,940
 

13,941,441
 
90,350
 

9,334,734
 
19,275
 

174,200
 
1,500,000
 

4,062,449
 
2,709,942
 
7,292,519
 

279,696,371
 

1,542,830
 

161,381,385
 

2,474,695
 

34,701,297
 

3,064,910
 

488,061,492
 
2't-6, 4'6,.4 K;.
 

78.13 FCFA,'Kg.
 
196,312,a60
 



STRUCTURE OF VARIABLE COSTS 
10-1-79 TO 9-30-8J 

Handling 

Sales commissions 

Transport 


Total 


General expenses (fixed) 

Depreciation 

Variable costs 


Total 


Grain sold (kgs.) 


Cost per Kg. - FCFA 


1/
 

6,69S,623
 
421,210
 

51,917,452
 

39,034,29011
 

483,061,492
 
196,310,-.0
 
59,034,290
 

743,408.242
 

26,846,419
 

27.69
 

- Apparently does not include all variable costs. Kt
 
least three account categories (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
 

MaD 3: Department Center..Ouagadougou
 

Map 4: Department Centre Ouest-Koudougou
 

Map 5: Department Centre Nord-Kaya
 

Ma; 6: Department Centre Est-Tenkodogo
 

Mfap 7: Department Nord-Ouahigouya 

Map 8: Department Sud Ouest-Gaoua 

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

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

MaD lla.ilb: Department Volta Noire-Dedougou 

Map 12: Department Comoe-Banfora 

DEPA.RT>NENT KAPS K(EY 

Paved roads
 

Gravel roads 

Rcads being paved!II 1 

Tracks........... 

New gravel roadsKI ZI II 

Railroads 

-
Railroads to be built -


Security stock warehouses: 300 T. 1,000 T.
 

Suggested retail warehouses (130-250 T..)
 

Other warehouses
 

Metal warehouses 00 T.
 

3.1I 



National Capitol 

Department Capitol G 

Sous Prefecture
 

Warehouse site 
 Batie 

National boundary (heavy bar) 

Department boundary (heavy line' 

Sous Prefecture boundary (light line)
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RONCO'S STATEMENT OF WORK
 

CONTRACT NO. AID/afr-0243-C-00-1057-0Q 

Scope of Work 

A. Objective - The Grain Marketing Development Project is 

USAID/Upper Volta's response to a request for assistance in 

improving Upper Volta's grain marketing *;onditions, increasing their 

cereal production and improving the prospects of food security in 

rural areas. The project includes the construction of thirty (30) 

grain warehouses. The objective of this contract is to obtain 

assistance in the site selection of the first ten (10) warehouses. 

B. Statement 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 Drocedure aad criteria for establishing the remaining 

twenty (ZO) sites. Site selection shall be determined on a profit 

-naximization/cost minimization basis. A.mong the factors to be 

considered in the course of the analysis are: 

1. 	Available time series regional production and con­

sumDtion data,
 

2. 	The quantities oz grains purchased and sold by the
 

Office National des Cereales (OFNACER) during recent
 

camnai gns,
 

3. 	OFNACER's iike': market share in respective regions,
 

L. 	 Demographic shifs, 
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5. Possible market routes and transportation costs,
 

6. Market sites and variable storage costs, and
 

7. Existing OFNACER storage facilities.
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