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PREFACE

This Working Paper 18 part of a larger research project on
Contract Farming in sub-Saharan Africa conducted by the Clark
University/Instaitute for Development Anthropology Cooperative
Agreement on Settlement and Resource Systems Analysis (SARSA) for
the Africa Bureeu of the US Agency for International Devel) opment
CAIDD.

For purposes of this study, contract farming 1s defined by
three fundemental characteristics: 1) a futures or forward
market in which a buyer or processor commits 1in advance to
purchase a crop acreage or volume; (11> the linkage of product
and factor markets 1nsofar as purchase rests on specific grower
practices or production routines and 1nput and/or service
provision Dby buyer-processors; and (i111) the differential
allocation of production and marketing risk embodied in the
contract 1i1tself. Contract farming includes, therefore, the
large-scale nucleus-estate/outgrower schemes associated with, for
example, palm o1l in West Africa and sugar production in Kenya;
the parastatal, export-oriented smallholder achemes associated
with tea, tobacco, and coffee in Central and East Africa: and a
multitude of private schemes producing fresh fruits and
vegetables for canning, drying, and direct export to
international markets.

Contract farming in &a variety of institutional forms has
been present 1n North America since the 1930s, but 1t has more
recently become of i1ncreasing importance in Third World states,
particularly throughout much of Africa. The objective of thais
study 1is to assess the form, organization, and impact of a
diversaity of corntracting arrangements 1in sub-Saharan Africa,
based on both secondary literature and field research in seven
countries (Gamb:ia, Nigeria, Ivory Coasat, Ghana, Kenya, Malawi,
and Senegal). The case studies have been carefully selected to
represent the prirmary commodities and diversity of institutional
forms of contract farming. A final report, based 1in part on the
representative case studies, will indicate the conditions under
which contract farming emerges; assess the distribution of costs
and benefits to the principal actors, including growers; and
evaluate the role of contract farming with respect to donor and
host-government policies, technology transfer, and 1nstitutional
development.

Michael Watts and Peter Little



INTRODUCTION

CHARACTERISTICS OF THE HORTICULTURAL EXPORT ENTERPRISES
UTILIZING CONTRACT-FARMING SCHEMES IN SENEGAL

The purpose of this report is to characterize the nature of
the Senegalesce horticultural-export sector that utilizes
contract-farming schemes so extensively. Ten field interviews
form the basis upon v+hich the report draws its conclusions.
These ten firms account for 95 percent of the Senegalese national
fresh-produce exports currently allocated by the interindustry
Airfreight Committee. Most of the firms rely predominantly on
contracts for their supply of produce, and many source all of
their fruits and vegetables this way. All twelve cf the
horticultural export companies in Senegal depend on contract
farming to some extent.

The results of the ten structured interviewes are included in
their entirety in ANNEX I. SECTION I draws upon the profailes to
generalize about the characteristace of the firms and thear
approaches to ccntract farming.

A. The Introduction of Contract Farmaing to the Hortacuvltural-
Export Sector in Senegal

None of the exporters currently ective in the frech
horticultural sector had begun operations before the early 1970s
vhen BUD-Senegal started up its massive estate-grower export
scheme. Some cf the growers had begun growing fresh produce for
the local market as early as the 195@s through a cooperative
union called SYNJAMAR (Syndicat des Jeunee Agriculteure
Maraichers.) Ae the name maraicher implies, the growers depended
then as they do today on the humid or marshy areas, specifically
the region referred to as the Niayes.

The Niayes is thet swath of wetland growing area some ten to
thirty kilometers wide that extends from the Cap Vert region near
Dekar hugging the coastline up to St. Louis. The agricultural
economy of the Niayes has shaped the development of contract
farming in Senegal to a conesiderable extent. Limited
availability of these prime growing areae represente an important
factor conditioning the expansion of horticultural farming and
exporting as it is currently practiced.

BUD had a subsetantial and lasting aimpact on the development
of the sector in Senegal. At ites peak, BUD-Senegal was exporting
12,000 metric tons of winter vegetables to Europe. All twelve
exporting entities together now ship only half that amcunt. The
technology introduced and the market channels opened by the
large-scale estate growing operatione, however, provided the
basis upon which contract farming was later to develop.



It i doubtful that the horticultural export industry could
have established itself in Senegal to ite present extent, were it
naot for the maessive initial investment by BUD-Senegal.

Praduction and marketing of export produce requires a specialized
expertise and superviegion that goes beyond the technological
requirvments of proaducing traditional cash crops, not to mention
traditional food crops.

Groundnuts were the preeminent cash crop in Senegal until
recent years. This provided a pool of farmeres fam:iliar with the
use of improved seeds, fertilizer, and phytosanatary products
unfamiliar to traditional food crop farmers. Few of these
semitraditional cash-crop farmeres, however, would have possessed
the knowledge of irrigated row-crop farming =sufficient to grow
praduce tao export specifications. Before the introduction of a
vide variety of agronamic techneclogies by BUD, even local-market
produce farmers such as those associated with SYNJAMAR lacked the
experience with the breadth of crops and their associated
agronomiz= challengese necessary to form the basis of the industry.

The challenges posed hy marketing iresh horticultural
cammodities internationally exceede even the difficultiee of
growing the products. A few of the largest Senegalese produce
shippere todey (e.g. TOLL, SAF1NA, JARDIMA) initiated operations
during the early yeare of BUD. These firme haed the capacaity to
market produce but would heve lacked the pool of potential
contract growers of the magnitude that BUD served to develop.

The pioneers of Senegalese produce exporting definately
paved the way for many of the smaller firms that would have
lacked the familiarity with the export systems and the ties to
European markets that are the legacy of the exporters of the
1970s. It i importent to bear ain mind that preoauce market .ng
does not lend itself to the establishment of an export marketing
board of any sort. The perishable nature of the produce
necessitates direct lainke between producers, shaippers, and
broker/importere in the market place. Produce markets are
extremely dynamic. The cammodities are not readily standardized
into homologous shipments that can be traded ain uniform lots.
The nature of the product requires regular ard direct contact
with the European importers. Produce demande an agressively
vigilant control over handling, grading, cooclaing, and aar freight
shipping conditions.

One may speculate ae to whether another firm might have
taken the initietive, had BUD-Senegal not played the liead role it
perfaormed, . The esesential poaint with regard to understanding the
nature of contraci farming, however, is that the present contract
system in Senegai could not exist were a1t not for an available
supply of growers familiar with epecielized technology but wvho
lack the substantiel measns and knowledge of markets to engage
directly in exporting.

N



B. Key Institutions : GEPAS, ASEPAS and the Airfreight
Caoammittee

As of 1986, tvelve groupe are actively exporting fresh
horticultural producte. All are members of either GEPAS (with 78
percent of export vaolume) or ASEPAS (with 22 percent.) To date
all of the exporters have used contract farming, and most rely
upaon it principally aor exclusively.

Table 1 summarizes the tonnage of fresh produce exported by
each firm and association during the 1985-86 shipping season.
Table 2 1= a graphical representation of the market share held by
each firm.

GEPAS and ASEPAS

GEPAS i=s a groupement d’interet économique, a legal entity
that is generally used to form a corporation from a cooperative
membership to enhance a group’s ability to negotaate more
effectively as a united aindustry. Untail the formation of GEPAS
two yeares ago, the anly representative body was ASEPAS, a
saomewvhat looser assaciation of both exporters and producers.
Today only four of the twenty-five ASEPAS members are exporters.
Only one is a reletavely high-volume exporter (JARDIMA). Without
the participation of the most substantial member, ASEPAS would
likely collapse. All of the other aimportant fresh praduce
exporters are members aof GEPAS.

The scope and capacity of the Export Assgociations are
limited. Their foremost purpose is to represent the intereste of
exporters vis a vis the Gavernment, the air freight companies
and, to a lesser extent, the importers. Specafaically GEPAS and
ASEPAS endeavous to speak with one voice vis & vis the other
members aof the Airfreight Committee, the central forum for issues
pertaining to thear interests. The Associations help to provide
feed-back to membere on issues that may effect the industry.

The Associations are voluntary and work without any support
staff. They engage in no promotional campaignse, provide no
credit, nor serve any function other than pravide an argan
through which exporters can meet to pursue theair collective
interests.

Air Freight Committee

The pressures for rationalizing the access to aair cargo
epace resulted in recent years in the creation of the Aair Freight
Committee (Comite de Fret Aerien.) The Committee is averseen by
the Civil Aviation Board (Direction de_l'Avaiataon Civile). Ite
membership includes representataives of ‘1he =2aircargo companies, of
the freight forwarding and transportation companies, of the

3



TABLE 1: TOTAL SENEGALESE FRESH PRODUCE EXPORTS

. TOTAL ' TOTAL % |

EXPORTERS ' TONNAGE ! BY FIRM !
GEPAS MEMBERS | ! !

| SENPRIM © 71079.18 | 17.86%!
! SIDCA v T 144,71 ! 2.39%!
' TOLL SELECTION !  952.40 ! 15.76% !
! SEPAM ' 71090.60 ! 18.05% !
' SAFINA(AGROCAPY !  779.61 ! 12.90%!
' SOEX 't T 242,74 ' 4.02%!
! ETS. T. DmraM:Z | 358,41 | 5.93%!
' SAAF r T 79.99 ! 1.32%!
' GIPES T oNA ' NA :
' TOTAL ! ! !
! GEPAS ' 4727.64 ! 78.23%!
' TOTAL ! TOTAL % |

! TONNAGE ! BY FIRM !

ASEPAS MEMBERS ' : :

' JARDIMA ' 987.64 ! 16. 34% !
' SCOMI : " 276.01 ! 4.57%!
' SAD v 39,54 ! 0.65%!
! SENIMEX : 12.18 | 0.20%!
' TOTAL ! ! !
! ASEPAS ! 1315.37 ! 21.77%!
| 3EPAS & ASEPAS | ! !
' TOTAL TONNAGE ! 6043.01 !  100.00%:

(SOURCE: Senegalese Plant Health Inspection Service,
Yoff International Airport, Dakar, 19886)



TABLE 2:

MARKET SHARE BY EXPORTER

(1985-86)

DRAME (5.9%)
TOLL/SIDCA (18.2%)

JARDIMA (16.3%)

OEX (4.0%)

GIPES (0.0%) SAAF (1.3%)

SAFINA (12.9%)
SEPAM (18.0%)

SAO (0.7%)
SENIMEX (0.2%) . SCOMI (4.6%)

SENPRIM (17.9%)



national plant health inspection service, and all exportere of
fresh produce.

Exporters are dependent on airfreight under the currently
prevailing conditions. Development of the market niches and
export systems required for sea freight is only just begainnang.
Sea freight was used in the early period of produce export
development in the heyday of BUD, but ies only now being
reconsidered as the air freaight opportunaty has become saturated.

The policy develop=d by the Air Freight Committee to
allocate the limited space available tLo exporterse of fresh
horticultural goods was to use the volume exported dvraing the
1985-86 season as the basis for space quotas during the 1986-87
eeason, which began in November 1986. Thue total air shaipments
were frozen wt near 6Q0@ MT for the cseason, allocating 782 percent
(473@ MT) to the GEPAS membercship and 222 percent (132G MT) to the
ASEPAS membership. Part of the problem with the situation before
the implementation af the new polacy was that more cargo space
was booked by prnduce exporters than was actually delivered for
shipment. This problem in turn arose at least in part out of the
contract farming sy=tem and the vagaries of grower deliveries to
exporters.

The syestem al.ncating access to shipping thus perpetuates
and is quite simply predicated upon the status quo. The past
performance of exporters determines their allaowance under the
currently frozen export quotas. None of ithe exporters
interviewved cited difficult access to freight space as a problem
during the earlier unregulated era. The real problem arose in
fact when exporters were collectively unable to supply as much
air carga as they had promised to deliver. A recent meeting of
ASEPAS brought up the i1ssue of establishing ground rules for the
cancellation of booked space ain sufficient taime for other firms
to take advantage of the cspaece. This approach strongly suggests
that the industry perceivee the estruggle to achieve consistency
and dependability of production and delivery as a collective
battle rather than a free-for-all fight to grab space away fromn
competing exporters. Each firm perceives the current airfreaight
allocation a=z a constraint to growth under periods of optimal
output. They simultaneocusly expreesed their understanding for
the underlying failure to achieve consistent performance as the
root of the essentially punitave allocation imposed by the
Airfreight Committee after repeated experience with reserving
space for which the produce was not delivered.

C. Three Typee of Seneqgalecse Horticultural Export Enterpriseg

All of Senegal’s current production of fruits and vegetables
grown for the fresh export market can be broken down ainto three
distinct groups:



TYPE 1) Smallholders grouped together to contract with
exporters. This 1is the most common pattern and accounts for the
bulk of current ocutput. For example, all of SENPRIM (former
BUD-Senegal) production is contracted in this way. Each grower
typically vworks gardens of between 2000 sq m and 4000 sq m. The
estimates in SECTION I indicate that about 7@ percent of all
exported volume is produced this way.

Not all smallholders, whether contracted or not, wil’
deliver to the exporters as agreed. All exporters inlerviewed
complained of the frequency of farmers’ defaulting on thear
contracts. Sti1ll other farmers grov independently without the
benefits of direct contracts. Thus there is generally produce
for sale on the open market. During the November to May season
merchant-exporters are eager to purchase the produce on a spot-
market basis. It ig difficult to gauge the magnitude of these
spot-market transactions, whether with broken contractors or
independent smallholders, but all Indications suggest the volume
is substantial. The estimate of TYPE 1 production at 70 percent
includes the total volume produced whether delivered under
contract or to the open-market.

TYPE 2) Individual farmers operating on a sufficiently large
scale to contract directly with exporters. Only a handful of
micro truck farmers are associated with each of the dozen produce
exporters, but their aggregate acreage is substantial. They
usually run small mechanized operations of between one and five
hectares (25 times as much acreage as a 2000 sq m smallholder.)
Table S (see SECTIUN I) estimates that micro truck farmers
produce 17 percent of all fresh produce exports. These estimates
were drawn from data supplied by the firms with which these
larger growers contract. Interviews with micro truck farmers in
the course of a future study would likely prove a rich source for
insights into the contracting system from a grower parspective.

TYPE 3) Estate Growers. Only cone of the current exporters who
reports practicing "régie directe” (estate growing) should be
included under this rubric. What this refers to in most cases is
simply the means of production. Exporters commonly refer to

réqgie directe as any large area cultivated mechanically and
irrigated by non-traditional means (diesel pumps or SONES public
utilities metered =zocurces.) Upon closer enquiry these areas

turn ocut to be contracted as well, though with TYPE 2 contracts
rather than TYPE 1. Only one company relies principally on
estate--growing (SAFINA.) The volume of this non-contract growing
is significant (12 percent), but clearly secondary to contract
horticultural tarming.

The contracts used between exporters and grcawvers are written
documents that ostensibly carry the force of law. In practaice
that law is exceedingly difficult to enforce, as the comments of
varioue exportere attest in the interviews. A gample of an

7



actual contract between an 1ndividual small-scale truck farmer and
an exporter (SAAF) 15 i1ncluded in Annex III. It bears notaing that
in the particular case of SAAF most of its contractors defaulted,
to which the company finds no recourse.



SECTION I
SYNTHETIC AGRIBUSINESS PROFILE

The following characterization of the agribusinesees
utilizing contract-farming schemes in Senegal represents a
syntheeis of the data collected from the ten exporters
interviewed. The results of the cstructured interviews with each
firm are included in their entirety in Annex I.B through I.K.

The organization of the synthetic profile diverges from the
organization of the andividual profiles in some significant ways.

Eight of the ten points covered in the interviews ere
presented here under six headings. The data reported in the
complete interviews as "1l. OGVERVIEW OF START-UP" have bhe~en
divided here into a review of personal biographical data ‘I.A
below) and a review of the choice between contract farmaing vs.
estate growing (I.B. below.) The two remaining points not
included from the complete interviews are "8. PROBLEMS/SUCCESS"
and "1@. PROGRAM INTERVENTIONS."™ These ohservations have been
incorporated respectively into the two Sectione that follaw,
"SECTION II: Contract Farming Issues" and "SECTION III: Program
Responses. "

A. Start-Up of Contract Exporters

Previous Produce Export Background

Most of the firms were initiested by ertrepreneurs with @
commercial background rather than direct experience in growing
and shipping agraicultural praduce. Thas is sagnificant since at
predisposes the firms towards the purchase of products orn
contract rather than involvement in direct growing operations.
The relevant experience of each firm is summaraized below:

l. SENPRIMNM: Extensive experience as the pioneer grover-
shipper group in Senegal.

2. SIDCA-TOLL: SIDCA had no direct experience in the produce
field, but recently has acquired that
background by joining forces with the TOLL
SELECTION group managed by a major French
produce import/export firm with expert grovwer
staff in-country.

3. SEPAM: The family has developed experience and
training in pertinent areas ain recent years,
hut luacks the expertise and means to
undertake direct farmaing.



4, SAFINA: Sole major estate-grower of produce in
Senegal today.

5. SOEX: Extensive experience as traders. Ventured
into agriculture only in recent years.

6. DRAME: Considerable experience in freight and
shipping, but no production background.

7. SAAF: Long experience in agricultural processing
and trade. No produce industry experience.
8. GIPES: Academic background in growing and shipping,

but only starting in practice.

9. JARDIMA: Considerable experience in Mali and Senegal
in the produce business.

12. SENIMEX: Experience limited to commerce and promotion.

Four major firmes possessed substantial previous experience
in produce growing and shipping, SENPRIM, TOLL, SAFINA and
JARDIMA. Table 3 depicts the relative importance of firms with
significant previous produce industry experience. While these
companies ghip about two-thirds of the total volume presently
allocated, the presence of various smaller exporters conditions
their behavior. All of the companies realize that as long as
Senegalese commodities fetch acceptable profits in foreign
markets, an array of exporters will compete for contractors and

their product. It is less clear that all of the competitors .ave
a comparable commitment to behavior that would tend to assure the
longevity of the industry. Some of the behavioral issues

pertinent to that longevity are raised in SECTION II.

Foreign Origins of Companiesg

Several of the companies began with coneiderable foreign
backing. One group (SIDC*/Toll Selectaon) continues with
substantial expatriate involvement. Another company (Ets. T.
Drame) wae so0ld to ite Senegalese manager. The other major
expatriate firm, BUD-Senegal, was estarted with American and
European capitael and technacians but 1s now entirely operated by
Senegalese government employees who contract for their produce
with local farmers.

Four exporters, accounting for half of the current total

exported output, are Senegalese of Middle-Eastern oraigain. Table
4 depicts the market share of these companies graphically. All
nave been Senegalesge for generations. There is na indication

le



TABLE 3

Tt Sy

11

=

<,

MO - ASRICULTUR ALY

1

R NA

GIPES 1

19.2% )

.
~

TOL L~ SH0Cs

Y13 0%

Papq

==

11



MTREFPREMELIRS

SDLE-EASTERM 148 75

TABLE 4

tFROM THE TENM PROFILE FIRMS)

F MIDDLE —EASTERM

RIS LI

- -—""—. g B s =t
. -, DCFAM CTE iy
-
¢ 4 *
X ™
s "
."‘
t
kY
R}
- ’I
----- !
" |
L |
ey, SAFTrle 11 5.8%0
|
~ ',
‘:,‘s |.
- - t
-t t
l St ¢
~e q'*.\l'
- .
., 7 masE 1 am
\, )
" v
Y E
., | _/'
S -

12



that these three companies and familiee differ significantly
from other exporters in their commitment to the development of
the sector or their willingness to reinvest their capital in
Senegal.

Some of the exporters themselves raised the issue of social
origins in a quite different regard. The exporters of Middle-
Eastern origin in Senegal are fChristians in a predominantly
Moslem society. Various exporters expressed their eanperience
that the few Christien smallholders with whom they contracted
tended to respect the sanctity of thear contracts to a far
greater degree than did the Moslem contract farmers.

Five of the twelve export companies are controlled by
Senegalese of Senegalese origin. These account for just one
eixth of the total output, however. (SOEX, DRAME, SCOMI, SAQC,
and SENIMEX.) Ncane of these =maller firme came to the
horticultural export sector with previous direct involvement in
groving operations. The smaller firms tend to follow the pattern
of businessmen looking to diversify their investments away from
other commercial enterprises.

B. Choice of Contract Farming vs. Estate Growing

Only one exporter, SAFINA, makes substantial use of an
estate-grover scheme, directly producing 9@ percent of itg export
volume. Thais represente 12 percent of the national export
volume. Computing estamates of the use of micro truck-farmer
contracts by each firm reveals that thig type of production
(referred to as "TYPE 2" in the introductory o' erview) accounts
for 17 percent of the natiocnal preduction. Table 5 depicte the
importance of individuel truck-farm contracts. Small-scale
grnwer contracts provide the remaining partion of the national
export volume, approximately 60 percent in all.

The synopses below address the choice made by each firm to
pursue contract farming rather than direct growing schemes:

1. SENPRIM (Formerly BUD-Senegal)

House of BUD, a Euvropean affiliate of Bud Antle, Inc. of
Salinas, California, began tne first large-scale production of
export fruite and vegetables in Senegel] under an entirely estate-
grown production scheme. It ise important to note that this
ambitious start-up was part of a vertically integrated
production-marketing corporation quite unlike most of the firms
exporting from Senegal today. Furthermore, Bs a pioneer
exporter, BUD-Senegal had nu alternative horticultursl-product
sources of the magnitude and varietiee a1t needed. Only after the
horticultural export technolagy introduced primarily by BUD
ditfused to independent growers did it become pogsible for

13
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exportere to contract with grovers capable of producing to their

specifications.
SENPRIM ves born into a situation that lay at the opposite
end of the privete-public spectrum. As an entirely government-

owned and operated corpocration, SENPRIM had no alternatave but to
rely upon the grovers who vere left when BUD-Senegal was
dissolved.

2. SIDCA/TOLL SELECTION

La Cours, a very substantial French importing firm, as the
marketing firm behind Toll Selection, now SIDCA/Toll Selectian.
Starting up at about the same time as BUD-Senegal an the early
1970@s, though producing no more than an eighth of BUD’s output at
ite peak, the La Course affiliate wae also eobliged to aoperate
entirely as an estate grower until 1980. The company prefere to
remain a contract exporter. Currently SIDCA/Toll aperates as ore
of the largest contractors of beans and peppers ain Senegal.

3. SEPAMNM

The fairm began substantial aperations in the beginning of
the years when contract farmere were becoming aveilable. SEPAM
currently has one contract with a melon producer that may be
considered a micro estate grawer. The substantial majority of
its products are contracted from small semi-traditional growers.

4. SAFINA

SAFINA is currently the most important independent grower in
Senegal. It employs a handful of contract outgrowers on a trial
basis. While the firm perceives advantages to the flexibility of
contract arrangements, it finds the contracts insecure and
prefers to rely upon their substantial and technologically
advanced productive capacity.

3. SOEX

SOEX is a relative newcomer to the fresh horticultural
export business. It ie a firm thaet can remain in the business
only so long as cuntract farming remains feasible. The parent
caompany is a medium-sized diversified national company that has
neither the inclination nor the capacity to involve itself
directly in estate production.

6. ETS. THIERNQO DRAME

Etablissements Thierno Drame works entirely with contract
farmere. The firm has neither the means nor the accesee to
economical land and water that would enable Mr. Drame to ponder
the prospect of estate-farming eeriously. The configuration of
contracte held ie similar to the eystem used by most contract
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exporters. Growvers are daivided between what Mr. Drame refere to
ae the "traditionels" and the "projets." The projetsg, as he
terms them, are indaviduals with up to several hectares who deal
with him directly as individuals. The traditionels are semi-
traditional farmers of quite lamited resourcee who form groups of
fifty to sixty farmers under each "chef de secteur."

7. SAAF

SAAF operates a combined contract and direct production
scheme. It is difficult to characterize that mix es the firm has
been the neglected subsadiary of a more impartant agricultural
processing company (coffee roasting). Last year for example the
company had seven medium to large (3 to & hectares) contracts
that could have produced many timees greaster tonnage than vas
actually exported. The choice of mixed direct and contract
farming arose an part trom the direct involvement of a French
melon importer from Cavaillon looking for off-season melon
operations and who was able to supply direct market links and
technical supervieion.

8. GIPES

GIPES is a new and unusual entity. It i compoesed of a
group of young independent farmere who found themeelves
unemployed after having completed their master degrees in
agricultural disciplines abhroad and at the Universaity of Dakar.
The government, through the national development bank SONABANGQUE,
has helped to form and promote thie group. GIPES will rely
entirely on the production of its members working small farms of
varied acreage. Contract farming does not fit into their overall
development plan.

9. JARDIMA

The company purchases ite produce {through guaranteed
contracte administered through forty-eight "chefs de_zones." The
firm has concentrated its efforts on state-of-the-art packing and
cooling facilities and on the menagement of export facilitiees,

rather than on emphesizing direct involvement in productaion. The
company until recently operated a successful mango-exporting
operation in Malx. JARDIMA has developed a comparative advantage

in areas that enable it to utilize the contract-farming system
efficiently.

lo. SENIMEX

SENIMEX is a small firm that depends entirely on contract
farmers to supply it waith beans for the fresh market. Ao
stipulated in the characterization of "Type 1" producers, many of
these "contract farmers" are selling to SENIMEX on a spot-market
basis.
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C. Selection of Products and Markets

The contract farming system as it has developed in the
Senegalese horticultural sector does not favor a dynamic
relationship between product selection and market demand. The
orchestration of all the elements of the production/export chain
required in order to respond to the changing conditions of the
European (and alternative) market places exceeds the short-term
coordination capacity of the present contract system.

Interviews with the exporters reveal several general
patterns. The firms have redirected their marketing plans little
since they were originally laid out during their respectaive
start-up periods. Furthermore, the export product mix is the
same or nearly the same for all firms. Sixty-nine (69) percent
of all fresh produce is beans of one sort or another. Beans,
melons, and peppers account for 96 percent of all exports. Only
eight commodities are exported in all. Five firms currently
export three or fewer commodities.

Table 6 analyses the distribution of fresh produce exported
from Senegal by commodity. A pictorial presentation follows the
completed interviews in the Annexes. The Annex tables break down
the same data to present a graphic r-epresentation by firm. The
same scale 1s maintained to facilitate a quick visual comparisaon
of the firms.

D. Contracting Farmeres and Negotiating Prices

The quite small acreage farmed by the tyvpical' contract
produce farmers in Senegal means that an exporter is required to
deal with as many as one thousand growers to have enough product
for even a small-escale operation. On the other hand, the
requirements of operating a viable export operataon are
prchibitively expensave for small truck farmers or cooperative
groups of grovers to contemplate direct exporting.?

1l According to a Ministeraal survey report, the average
smallholding is only 2000 sq m: "Communication en Conseil
Interministeriel sur le Maraichage, " Report of the meeting of
November 29, 1984, Ministry of Rural Develonment.

2 The average export ente prise ships 50@ MT annually. A
minimal sustainable operation in the long run 1= probably on the
order of 109 MT annually. The 10@ MT firm would require at least
USs200, @@0@ in working capatal. If one assumes that half of the
working cepital required could be generated from cash flow from
salese, a minimum of $100, @@ wvould be needed. The more typacal
5@@ MT firm would require gome $500, @00 in annual working
capital. This says nothing of the fixed ainvestment cost
requirements of a packing facilaty.
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DISTRIBUTION OF FRESH PRODUCE COMMODITITES EXPORTED FROM SENEGAL (1985-86)

TABLE 16
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Chef de Groupement

To enable the exporter tao manage o many growers, farmere

are obliged to group together. A "chef de aroupement" or
"chef de secteur"? gerves ac the intermediary hetween the farmers
and the exporter. Those larger scale grovwers referred ta

previocusly as "micro truck far.ers" require no intermediary.
They e£ign contracts directly with the exporter.

The relationship between the chef de groupement and the
graowers meritse considerably more atientiaon than 1t has receaved
to date in the literature. Discussione with exporters suggest
that these intermediaries recruit grawers to form a contract
group. Instancee in which a prospectaive contract ¢group
designates a leader or representative undouvbtedly occur. An
empirical analysis to determine the relative frequency of the twa
approacheeg (recruitment ve. communaty organaization) would be
valuable to undersetand the relationship between the growers and
the exporters. The importance of the issue is to determine
wvhether the chef de qroupement tends to behave mare as an
advacate of the interests of the farmers or of the exporter.
Even chefs de qroupements who are fraom the rural milieu and
designated by their respective grawer groupse may eventually
become increesingly dependent on the exporter.

The chef de groupement daoes not sgerve pramarily &= an
extensinon agent between the exparter and the graowers. Hie
primary responsibility ies to sct as the tatular cantractor. He
is responsible for the collective performance aof the small-scale
praducers. The chef de groupement is theuanretically independent
of the exporter. The interview with Etablissementes Drame (see
Annex) suggeets how that distinction may become blurred thraugh
the tendency for the intermediary tao become indebted to the
e>porter, The chef de groupewent receives no =zalary, but earns
his living by cammisesion based on the performance of the group.

The scope of the present study did not permit an
inveetigation of the paosition of these intermediaries.
Preliminary impreseione, however, =suggest that there exist 8
great variety of relationshipse between the chefs de groupement
and the exporters. In some cases the responsible party is a
graower himself, while others are rural entrepreneurs. Theee

’ Exporters appear to use a variety of terms
interchangeably for the same function, to wit "chef de
groupement, " "chef de zane, " or "chef de secteur." Elsewvhere 1»
West Africa these same termse are used to distinguish different
levels of the private extension service hierarchy in large-scale
cash crop schemes such ae cottan.
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section bogses vary in their degree aof involvement ain technical
extension activitiese as opposed to their purely coordinative
role.

Price Neagotiation

As a matter of practice, product price negotiations do not
appear highly prohlematic. Exporters report that ‘+he farmgate
price history heses been relatively stable for the crops produced.
Any more detailed inveetigetion of the negatisticn system should
corroborate these assertions with hietorical price data. All
interviewed, however, indicated that prevaeilaing ratese were
generally well recagnized and were not the subject of great
contentiousness. The tendency toward a uniform producer price ie
favored by the recognition among exporters that price variability
greatly increassee the chance of broken contracts in an
envaronment where the sanctions for default are weak. Thie as
not to imply that a degree of price fixaing occures. There is no
evidence to suggest that collusion i1s necesesary to maintain a
stable purchaee price under the current saituation.

Many exporterse repart that they take an average ot the past
geveral years to determine the following season’s price at the
time contractse are =signed. Furthermore, hactorically many of the
exporters are merchante who reepond to the apportunity presented
by a particular commodity price and their speculation of the
Paris price. They tend to behave more as price takers than as
price makers. Given the current air freight ceiling, which has
resulted in the Air Freaight Committee is allocating frozen export
quotas, the presence of what are esesencially surplus buyers in
the market will be reduced. Nonetheless the greatest likelihood
is for stable preseasan contract prices.

H. The Operetiaon of Contructs

The day-to-day operation and oversight of contract produce
farming in Senegal varies little between grower groupse or export
companies. Exporters provide credit, =eed, and occasionally
tractor service. While same firms £till provide fertilaizer, the
experience in recent years ie that the farmer finds it more
praofitable in the short-run to sell the fertilaizer on the open
market as a scarce highly liquid commodity. Brokeres report that
fertilizer is in fact as good as money in rural communities. It
is more expedient to provide the farmer directly with credit.

The technical assistance lent to farmers comes to them from
the chefs de groupement. The exportere in turn support these
extension personnel wath their own personnel. The in-house
technical aseastants interact with the commercial agente to stay
abreast of problems in gqualaity or changes in preference in the
market. In addition to the agronamic praoblems such as plant
disease, infestation, and fertilizer or water responese rateg,
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private extension agente must be aware of the econaomices of
producing to different sire specificatioans. The
semi-tradational farmers have a strong tendency to maximize
production volume rather than to analyee the price structures so
as to maxaimize revenue by responding to premia placed on size
epecifications. Thie is particularly apparent in the strang
beans, which represent nearly forty percent of all Senegalese
exports.

Assembly and packing of produce at harvest ie the

responsibility of the exportaing firm. It provaides the
traneportation to collect the product for weighaing, cleanang,
sorting, and grading at the packing sheds. The sophistication of
the packing operation varies greatly. The economies of =scale in

packing mean that generally the moset advanced and efficient
packing lines are operated by the high-volume exporters.

F. Financial Resulte

The exporters intervieved varied in their willangness to
reveal their financial resultes. That willingnees did not seem to
be a function oi whether thear performance had been good or bad.
Companies with results on both ends of the spectrum responded.
The competitrve nature of the business, however, suggests that

expaosaing too much would be unwaice. Without firm indications of
that performance it 1s difficult to ascertain which approaches to
contract farming hold the greatest promice. Thaoee results that

exporters did reveal are summarized below:

1. SENPRINM: After a elow start-up SENFRIM showed three
etrong yeare of profit, 1980@-83. Since then
it has suffered one substantial loes,
followed by losees of less magnitude.

2. SIDCA-TOLL: TOLL Selection 1 one of the only firme that
responded that 1t has had posaitive financaial
returns rather consistently. The 1985-86
season showed & loss, waile the previous
years were profitable after export subesidies.
No financial data were available for SIDCA.

3. SEPAM: SEPAM broadly described ite resultse as four
bad years, and one that was about break-even.

4. SAFINA: The estate-tarming businees has praven
lucrative consastently. The contract-tarming
portion of the busaness has failed, but
remains on an experimental basas.

3. SOEX The past year brought failure. SOEX dad not
describe the preceding years’ performance.
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6. DRAME Etablissemente Drame reported a maderately
profitable trade until the mid-1980@s,
followed by twao losing years.

7. SAAF SAAF has never shown a prafit, remainaing
solvent through the mother-company that has
neglected it.

8. G PES The GIPES group has only attempiled traials
thus far. There ig little indicataioun as to
theair collective financaal performance.

9. JARDIMA JARDIMA did not characterize ite fanancial
results.
10. SENIMEX This smoll venture has never generated much

profat. The owner reparted that 1282-837
proved more tavorabhle thar the other years.

Examining the financial bits and pieces from the structured
interviews yields same evidence, though only in the broadest
strokes. Ta the extent that the sketchy aimpressions can be
relied upon, a few of the firms have consictently performed well
or paorly. Amaong the remainaing firmeg industry-wide periormance
trende exiz=t. The early 198Q@= brought profits to mast, turnaing
ta a mediocre performance by 1983-8&4. Duraing the past two yearc
virtually all firme have last money an contract farmang. None of
the exportere conveyed the sentaiment that the industry wae in
peril in the aimmediate future, but most acknawledged that
declaines in Senegalese productivity coupled wath the entry ot so
many other producer countries inta the market has resulted 2n
declining prafats for most firme.
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SECTION II
CONTRACT FARMING ISSUES

A number of salient issues have come out of the field
research process. Some of them are particular to the Senegal
case, but most have importance for contract farming of export
commodities anywhere an Sub-Saharan Africa.

A. Probleme Inherent in the Poverty Cycle vs. Opportunities for
Market Access

The dafficulty that many smallholders have curvavaing leads
to management practices that run counter to the system ot
contract farming. The sanctity of contracts is not wadely
respected. This 25 due a1n large measure to the short horizan of
farmers who are concerned with sgurviving one season at a taime.

In this same enviaironment the allocation of resources i1s skewed
towards fulxilling immediate neede. Inpute received for contract
praoduction are frequently daverted to meet pressing needs, only
to faind shortfalls al harvest that lead to default or
indebtedness, thus perpetuating the cycle.

All of these difficulties must be seen against the haghly
attractive advantegee contract farming can otter to smallholders.
Without credit and input advances, most small-scale producers
would be unable to muster even a small operataion. Access to
improved seed varieties, technical asesicstance and credit may only
be through contract farmaing. Contract farming i defanately the
only means by which these same producere can gain access to the
primarily foreign markete for these products.

B. Limited Skills and Flexibility of Contracted Growere ve.
Market Dynamism

A cevere handicap of the contract farming system as it now
exists in Senegal ir the period of taime required for farmeres to
adapt to a new production technolegy. When market demand changes
for the narrow array of commodities that maost growers produce,
and when the market niche shittes to nev commadities, farmers are
unable to respond. To capture a shaifting opportunity, producers
assisted by exporters have to learn of all the partiacularaties of
the crop, ite handling and preferred specifications. All the
wvhile the market opportunity for new products may emerge and aold
opportunities languish. The system 15 relatively cumbersome for
semi-traditional farmerse to adapt to market changee ain the
short-run.

Farmers seeking to adapt to new cultivars or other
innovative production practices must rely on the lamited
extensgion resourcesg of the export cempanies, other farmers or, ain
eome cases, their chef de groupement. Only the export caompaniee
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provide specialized inputse such as improved seeds, fertalazer,
and plant protection products. Government extension services do
not support contracc export farmers. The benefits of Government
technical support only fiailter down to export- oriented contract
farmers ain a limited and indirect fashion. The Government
conducts research at the National School of Hortaiculture, for
instance, whaich addresses some of the technical problems farmerc
encounter. Exporters however generally expressged the opanaon
that thesge sorte nf Government research projectse did not yield
practical resultes in a timely fashion. The private sector finds
that it must rely on ite own resourcee to addrese technical
difficulties but thal the coste are prohaibitive to ainvest 1in
substantially broader extension pragrame.

C. Tendency Towarde the Emerqgence of Larger Scale Enterpricses

Contract farming ae 2t is practiced in the export
horticulturel sector tends to favor the emergence of relatavely
large-scale operations that can maintain close contact to various
markets and respond to changes in demand an a taimely fashion. In
the case of Senegal, this tendency has not played itself out to
the detriment of smallholders for the most part. The particular
land tenure and water access situatimn in Senegal, described in
further detail below (Subzection G), protecte esmallholaers from
losing a substantial share of the production opportunities to
larger producers. If however other countries are able to respond
to changing market opportunities better than the Senegalese can
under the predominantly emallholder contract farming system in
Senegal, the country as a whole will lose market share to those
countries in which producticn costs are samilar or lover and
whose products respond more precigely to market demand.

The tendency towvaras large-scale operations has few
exceptions with respect to horticultural export enterpirises.
Whether in Senegal or elsevhere, the =scale of operations
necessary for an exporter to sustain a vieble business precludees
small firme from starting up. The conservative estimate of
vorking capital requirements presented in Section I (Footnote 2)
vas of 31@0@, 0@ for a small enterprise and considerably more tor
the typical packer-shippers.

D. Short-Term Business Opportunaities vs. Long-Term Development
of the Hortacultural Sector

This dilemma primaraily concerne export firmes thet have no
long-term commitment to production in Senegal. They are
conditioned by theair commercial experience that, as the market
opportunaties shift, they may no longer be inveolved in the same
product lines. There 1 a tendency for merchant-exporters to
disregard long-term production issues.
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The short-run protit mentality poses a fundamental challenge
to the future of contract farming in Senegal. Those farms that
engage in "open-market" purchasees recularly henefit fram the sale
of produce grown under contracts wath firms tiiat have been
broken. Thaise represents a transfer of capital from the oraganal
contract exporter who ultaimately exports the product.

Undoubtedly some of these transfers off-get others ae an exporter
whose contract is broken may resort to spot-market purchases
himeelf.

The effect of the prevalent tendency to accept purchase on
the sgpot-market from producers who have defaulted (whether
through re-vendors or not) aintroducese coetly inefficiencies inta
the export market coordination process. Furthermore, the
econaomic cosle of these inefficiencies mean very real financaial
losseeg for those who do not succeed in their buying strategaes.
Despite thais substantial imperfection in the contract farmang
system in Senegal, exporters who cannot contemplate estate
groving realize that they could not operate at all were there no
contract farming system. The great mass of hortacultural farmers
could not afford to grow without the advance of credit and
technical inputs that the contract farming arrangement csupplies.
The spot market would soon dry up were the bulk of growere not
able to plant under contract.

The dilemma of short-term vs. long-term gein applies to the
farmer’s situation as well as to the exporters. Ae discuscsed
further below (Subsection G), many of those interviewed cited
probleme of =o0il depletion and diminishing yields. This
phenomenon is linked to the i1ssue of the poverty cycle. As
explained with regard to the tendency of contractore not to
provade fertilizer inputs, farmere often liquidate thear
fertilizer to attend to other cash needs.

The divereion of fertilizer to other activaitiese does not
necessarily suggest that other agricultural actaivities are more
lucrative than is contract farming. The contract exporters
report that the fertilizer is converted to casgh rather than
applied directly to other crops. It as uncertain whether thie is
a rationale decision with regard to allocation of household
resources. There may be little choice in the sghort-run. In the
long-run howvever it depletes the productaive capacaty of the land,
conetituting a negative externality of the smallholder industry
for the broader agracultural economy.

E. Market Information Issue

This issue can be greatly exaggerated or misconstrued.
Sophisticated market information systems are not likely to yaield
important bhenefit=s to export firms. Telephone and telex
caoannectione are effective links between exporters and importers
already at the dieposal of every firm. More sophiesticated
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analysis of ephemeral market newe cennot be utilized by these
firme at any rate, but they need long-term market analysis and
exploration of new opportunities, Most of the firms expressed
considerable interest in understanding the U.S. market and
regulatory (APHIS) system better.

The Animal Plant Health Inspection Serviaice af the Unaited
States Department af Agriculture 1= responsaible for granting or
denying clearance to foreign exporters and domestaic aimporters of

all unprocessed agricultural commaodities. The system can prove
to be a daunting one even far those familiar with it. Thaise
constitutes a signiticant hurdle to market entry. An

understandaing of that esystem i=s a form of long-term market
informatiaon that would prove invaluable to Senegalese exporters
who are eagerly awaiting access ta the strong New Yark market.
They aweit iteaing edvantage of the available direct flighte to
New York for that there ies no freaight gquota or =shartage of cargo
space. Exporters have grown accustomed to the easgy access to the
European market. They must now become better informed zs to how
to accede the American market.

A horticultural production eystem that reliesg extengively on
emallholders is limited in the rapidity with which it can reespond
to changing aopportunities. This does not mean however that there
i= a less important rale faor market informetion development than
there i in the case af estate grower production systems. 1t
simply means that the types aof market informa‘.ion interventions
need tao be tajlored to relatively longer-term ainformation
utilazation needs.

F. The Freight Issue

Expansion of contract farming must take into consideration
important constraints in volume imposed by the available freight
capacity. Ae has been explained with reference to ASEPAS, GEPAS,
and the Aair Freight Committee, the {freight volume is currently
frozen. Gavernment intervention would be required bhefore this
caonstraint could be eased. Unlees this occurs, alternative
markets will have to be developed.

The freight dilemma ie perticular to Senegal in only in ite
details. The inherent link to contract farming ais that part of
the prablem hae ariesen because of the difficulties shippers have
wvith providing space to unpredictable deliveries.

Currently ASEPAS 1t vorking on a eystem to shift the burden of
respongibility to exporterse in a way that will insulete the
industry from the poor performance of a few. In the past,
non-delivery of produce hase had repercussions for all members,
even vhen anly a minority of expaorters may been delinguent.



G. Water, Soil Fertility, Conservataion, and Land Tenure
Issues

The growth and nature of the growth of the contract farming
system in Senegal is cratically shaped by the availability of
ecanomically irrigable land, specifically the

band of land from Cap-Vert to St. Louis called the Niayes. It as
of note that the current system tends to favor smallholders
because of their access to economical water. The =0il depletion
dilemma previously mentioned wall however tend to reduce
praductivity under the current system.

The smallholders have accese to economacally exploitable

land wvhere larger-scale farmers do not. The question of access
iz a matter of i1and tenure. Smallholdere who settled the Niayes
long ago retain ususfruct raghts to the land. The parcels that

come available at what would be an economical price for new
farmers do not constitute tracte of land large enough for
mechanized farming on a large-scale. Moreover esmall-scale
farmers are atle to draw water through labor-antensive techniques
wvith no capaital expenditure. Larger-scale operations are obliged
ta function with diesel pumping of metered wells. The lande
available that fulfill both the acreage and water cost
requirements to produce at caompetitive casts lie too far away to
aperate under the current system. The coincidence of thecse
various circumstances form the basis of the continued comparative
advantage of the current esmallholder contract farming system.

The significant development that is anly just begainning to
emerge in rgponse to these circumstances will be export
praduction for sea freight. Already SENPRIM aiid others are
preparing to grow and ship produce vasrieties that can sustain
maritime freight handling conditions and still fetch a profitable

margin in Europe. Thig will mean the expansion of tracts an the
northern Niayes that are less occupied than are the Cap Vert
garden peraimeters. Independent and estate growers will find land

that can be cultivated and irrigated economically on a larger and
mare mechanized scale,

Under the current Government the system of usufruct rights
to land in the Niayes is not likely to change, thus tending to
guarantee the contract farming system that reliee heavily an
smallhalders. This situation may not be true for
many other countries or for Senegal for all +*imes. Exploration
of varioue land tenure issuee by USAID is currently under way.
The basic poaint is to conesider thais element of the averall
praoduction environment whenever evaluating the feasibility of any
prospective contract farming scheme.



H. Suitability of Horticultural Export Caontract Farming Syetem
to Production for the Local Market

Contract farming for sale in the loca.l market aiready existe
within Senegal. However the Senegalese experience suggeests that
contract farming primaraly for the local market makes little
Eense. Important secondary or residual flows from the export
trade will hovever continue to have significance for the local
trade. Should current exporters succeed in expandang thear
aggregate exports substentially the secondary flows ot some
commodities could prove disruptive, even disastrous, to those who
produce directly for the locel market. This ig an unfortunately
cammon experience in developing economies that emphazize export
horticulture involving products for which there is a laocal
market, since the "rejecte" may well be disposed at prices well
below producer costs. The fact that few n»f the commodities
exported to Europe in large quantaities (e.g., green beans and
peppers) are in great demand in Senegal tends tao protect the
local producercs to saome extent.

It beers noting that the single largest producer for the
local merket is also the esingle largest produce estate-grover
(rather than contract-growver group) in Senegal. SAFINA (formerly
AGRQOCAP) grove both for the export market and for the local
market. The key to their production-market coordinetion for the
Dakar maerket is their vertical integration. The mother campany
operates a small chain of graocery stores (Filfili), whaich 21t
supplies from its own produ:tion.

The market price level and level of specialized expertise
required to praoduce traditional crops are both too low to create
the conditions necessary for caontract farming. The
non-traditional crops aleoc demanded by the local market are
eupplied in good part from secondary and residual flaowe of the
expart trade. ("Rejects" in the export trade often refer to
off-sizee or shapee that are highly saleable in the local
market. )

The important possible exceptione to this general rule are
onions and potatoes. Price levels duraing their off-seagon is
apparently sufficient for a potentiel commodity developer tao
invest in the storage technology necessary to capture the market
oppartunity.

I. Technolaogy Transfer: Needs for Impraving Extension

Growvers currently poscess a limited repetoire of agronomic
techniques, though some of them have became quite expert in one
or two commodities. The i1nitial transfer of production
technology to a large number of graowers assaciated with the
orginal BUD-Senegal scheme appears to have been ane of the
project’s principal benefites. Continued extension support is
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needed to maintain a vital contract farming system. Without
additional training, or technical support through trained
extension agents (whether public or private), the farming
resources will tend to constrain the expansion of new commodities
under cultivation.

Chefs de groupement are not pramarily regponsible for
providing extension sgupport and are inadequately suited to do so.
Exporters find the costs of developing a stronger extension staff
exceeds the benefits under the prevailing conditione. Government
extension egents are too few and poorly trained to address the
problems of export horticultural crops. The 1ssue placed at the
feet of those who wish to ainitiate traaining programe for
extension specialaste 1s the determination of what will be a
cost-effect. ve means of upgiading the extension capacity.




SECTION III
PRCOGRAM RESPONSES

The anelysis of the Senegalese contract farming caee
suggests various programmatic reseponses that may be of interest
to the Government of Senegal or international donor groups,
notably the Agency for International Development. Whaile the
Consultant’s scope of work does not specifically include making
pragrammatic recommendations, a few brief suggestions are
proffered here by way of a conclusion to some of the issues
raised in SECTION II.

A. USAID/Seneqgal’s Current (raientation and Interests

The USAID Mission has cordially received all three of the
Contract Farming Study research vasaite to Senegal. The
Agicultural Development Officer was nonetheless obliged to stresc
that the current priorities of the Mission allow little
opportunity for important ainterventions regardang contract
farming in Senegal if they were to be propaosed.

The USAID Miesion priorities rest in three areas:
1) Irrigation; 2) Conservation; and 3) Agracultural Policy. The
latter might be construed to include contract farming policy
isgues, but praimarily centerz on macroeconomic tariff and trade
rationalizataion. One exception may be privatization issues
effecting SENFRIMNM. USAID hae already received a miscsion to
propose an approach *o the impending privitization of the
caompany.

Notwithstanding the current prioritiee of USAID/Senegal, the
opportunities for the Agency for International Development to
intervene effectively in the haorticultural sector in Senegal
merit consideration. There exast a number of interventions that
waould have excellent prospects for succees. Thesge projects could
be undertaken by centrally funded programs, or by assasting
nor.--governmental organizatione already in the field.

B. Program Orientation and Interests of the Agribugineseses

The individual firms were forthcoming in their suggestions,
many of whach are worthy of further exploratioun for the
development of the current contract farming system, whether in
Senegael or elsewvhere.

Particularly if Ameracan development agencies were to lend
assistance, one of the consistent suggestions 01 exporterg is
that they be assisted through programs that would allow them to
accede the New York market. Such a program is not without
precedent. Many countries assisted by USAID have received
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suppore¢ to learn hovw to export more effectively to the American
market.

Another consistent theme in the agraibusiness perspective of

their own needs was trainaing and technical assistance. The
produce export sector exists today because of skills that were
transferred to Sr.negalese growere over a decade aga. Exporters

are keenly avasre of the amportance of continual development of
their extension capacaty.

C. SEMPRIM Privitizatian

The Center for Pravitaization, funded by the AID Bureau for
Private Enterprise conducted a sgtudy in September 1986 to
recommend how SENPRIM should undertake ite proposed
privitizataon. The report emphasized measures that woula be
necesesary to induce pravate foreign and local investors to take
equity shares in the company. The Government and SENPR1M
officials appear to be aintent on restructuring the parastatal,
but as yet have not proposed a plan to dao eo. Aseisting in a
privitization plan that is reaslistic in the Senegalese context
vould be a moet valuable contribution to contract farming in
Senegal. It could furthermore create a precedent that could be
followved in other developing countries where contract farming ie
prevalent.

D. Technical Assistance in Extension (U.S. Observation and
Treaining)

An excellent contribution American aesistance could oifer to
strengthen the horticultural export sector and the cantract
farming system in Senegal concerne trensfer of extension
techniques, both in production and marketing. An important twist
recaommended here would be on-site participation and "hands-on"
training rather than degree-granting programs.

E. Market Information Development and Special Case of US Market
and APHIS

Following on the issue raiesed abave, a cost-effective
program of market information development could be designed. The
special case of access to the US market and the instructing
exporters on the basic aspects ot the APHIS esystem would praove
invaluable. Such a project, in conjunction with other efforts to
advance American market ainformaticon development in Senegal as
entirely feasible and quite valuable.
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F. interventione for Contract Ferming Development for Local
Market

Two important exceptions to the general rule that contract
farming is not wvell =-dapted to production frr direct local market
consumption are the ases of onione and potatoes. This is
because of the inves.ment, carryang costs, and technical
knowledge of conditioning involved in these storable yet
perishable commodities. Furthermore thise development would lead
to B regional trade an these staple food c¢.ops that chranically
suffer from drematic price varistions over a widespread area on
sub-Saharan Africa under the prevailing conditions.

Dessemaination of the best storage technology information would be
an aimportant first step. The Pogt-Harvest Instatute for
Perishables at the Unaversity of Idesho would be the 10gaical
organization to take a first step ain thais direction.

G. Floraiculture

Developmente in the local floriculture and live-plant trade
in Senegal suggest that it merits further investigation as a new
realm of export development that fits the characteristics of a
commadity system suited to B contract growing scheme. Small-
scale intensive ornamental plant growers have developed just
outside Dakar adjacent to some of the =ame areas used by
vegetable grovers. The market for tropical and off-season plants
in the European and American market 1s certaanly strong enough to
varrant closer scrutiny of pro forma production and export
budgets for ornamental plants. Once the profitibility of these
producte is demonstrated, the same sorts aof interventions
suggested here in support of other horticultural products would
serve to promote this important potential daversification of
Senegalese contract production and export.

[A]
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ANNEX I
AGRIBUSINESS PROFILE QUESTIONNAIRE

A. Question Format

Presented telow is the original format of the structured
interviews conducted with all ten agribusinesses profiled.

QUESTION FORMAT

COMPANY:

SOURCE:

DATE:

e e e e o e e e = et e e o o e e o s o = e e e e = e e e e e e - - e = - ——

1) Systéme de contrat v. Régée/directe. Situation
contractuelle avant BUD-Senegal?

2) Profil biographique/historique de 1’initiateur.
3) Sélection de produits a exporter.
4) étude du marché.
5) Développement des marchés nouveaux.
6) Négotiation de prix (formule?)
7) Organisation de producteurs.
8) Collection de produit aprés la récolte.
9) Détails operationels:
A) Rgcrutement ,
B) Determination de superficie exploitee
C) Provision d’intrants agricoles
D) Egcadrement
E) Resolution de disputes sur les contrats.
10) Transfocrmation.

11) Problemes/Succes principaux.
12) Résultats financiers.

13) Divulgarisation observée.
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ANNEX I.B.: EXPORTER PROFILE 1

COMPANY: SENPRINM
ASSOCIATION: GEPAS
DATES: November 26, 3@ and December S, 1986
LOCATION: Patte d’Oie (offices), Dakar; Kirene and
Baobab farms, Cap Vert region
TELEPHGNE: 22.67.89 and (Direct:)22:53. 02
SOURCE: Lamine Ndiaye, Production Manager
1. OYERVIEW OF START-UP

BIOGRAPHICAL SKETCH

Most of the Senegalese horticultural export enterprises are
operated as extencions of family businesses, as tends to be the
case the world over. Biographical sketches of the prancipals has
particular aimportence asg part of the averall case study. A
biogruphical sketch ot SENPRIM does not make similar sense, since
it is a parastatal. What does bear noting i1s that even the
mother company that gave its name to the Senegal project, Bud
Antle of Salinas, California, was also a majority family-owned
private campany at the tame. (It wvas subsequently acquired by
Cestle 4 Cooke, vwell after BUD-Senegal was dismantled.) The
individual who was most closely associated with the start-up of
the BUD-Senegal operation is Mr. Fritz Marschal, a German produce
broker. Merschal held the majority of the sharee aof House of
Bud, S.A., e firm set up and incorporated in Brussels in 1968
with the primary purpose of launching the Senegal project.*

Since the Government of Senegal formed SENPRIM and took over
ell of BUD-Senegal’s operations, the Ministry of Rural
Development (MDR) has overseen its management. The fairst
Director, Mr. Paye, who served in 1979 and 198@, has returned to
MDR. Mr. Waly Ndiaye served from 1980 untal very recently,
returning to MDR as Director of the Direction de L’Aqriculture.
The new Director, Mr. QOusmane Seck has just come from the
Dir :tion de L’Agriculture where he served as Director of the
Studies division. It bears noting that while the management of
SENPRIM hes been canducted by Government functionaries, many of

4 The history of BUD-Senegal 1s traced as part of the
dissertatiion of Maureen M. Makintosh, "The Impact of Newly-
Introduced Estate Farming an the Surrounding Rural Economy: A
Case Study of Bud-Senegal 1971-1976, " Univereity of Sussex.
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the technical directors are former BUD-Senegal employees with
considerable practicel experience.

CHOICE OF CONTRACT FARMING

To maximize output the Production Manager would gladly
return to the system of direct operation of the Kirene and Baeobab
farms initiated by BUD-Senegal in the 1970s. This is not an
alternative, given the socic-peolitical circumstances. SENPRIM is
committed to susteining its operation under the contract farming
system that guarantees employment to 65@ families through thas
state-run operation. The course that SENPRIM will pursue under
the proposed pravatization initiatave 1s yet to be aetaned.

The investment in infreetructure required for a larger-scale
operation is already in place. The SENPRIM estaete farme cover
316 hectares. All are airragated using pump staticne an the
property owned and operated by SENPRIN. The field layout and
accesg permitse the use of any of the large-scale equipment that
an estate grower might find efficient due to the ecocncmies of
scale it would permit. Furthermore the situation of the packang
facility sdjecent to the largest farm gives the operation the
autonomy a packer-shipper seeks, vhile most of its competitors
are obliged to carry produce to central grading and packing
statione from numerocus contractore dispersed throughout the area.

2. PRODUCT SELECTION

The product selectaion of SENPRIM is to a considerable extent
a legacy of BUD-Senegal. The export items are: green beans
(bobby), estring beans (filet), peppere, melons, tomatoes/cherry
tomatoes, and eggplant. Last year (1985-86) air shipmente were
es followa:

ITEM PERCENTAGE

Bobby 58
Melons 28
Peppers 9
Filet 3
Tomato 1

Eggplant <1}

Initially BUD-Senegal grew a larger gamut of products.
Their esingle most significant crop was yellow bell peppers. They
elso exported iceburg lettuce that 1s the commedity tor which Bud
Antle was best known. The market opportunity for theee
additional crops has since been lost due to developmentez in other
growing arease closer to the market, developments in which the
original principals have participated.
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Various volumes of each of the export crops that do not meet
export specifications or timing go to the local market. Overall
SENPRIM production volume i1s about evenly splait between the
domestic trade and the export market. SENPRIM growe onions,
cabbages exclusively for the daomestic market. It also grows
tomatoes under contract in more signaificant amounts than 1t grows
for export.

3. MARKET STUDY AND DEVELQOPMENT

BUD-Senegel was a market-driven company from its inception.
Mr. Merschal, who is credaited wath launchaing the venture, wase a
produce broker in search of 3 country and a production scheme
that could respond to his needs for off-season commadities for a
market with which he was quite familiar. Specificelly, the
original market program emphasized speciaslty peppers.

The difficulty with the crientation of the original echeme
is that the plan appeare to have been part of a strategic
marketing scheme with expedience rather than long-range
durability in mind. As the market nichese and windecwe have
changed, and the initistors have had the luxury of moving on to
new and "greener gardens," the Senegalese committed to national
develaopment do not have the same freedom.

Under SENPRIM little has been done to reexamine the
marketing plans systematically. Formal market studies have not
been undertaken. The =taff intends to redreses this situation.
All of the necessary elements will be gathered at the end of this
season.

SENPRIM appears to monitor the changing market environment
ag well asor better than most of its competitors within GEPAS and
ASEPAS. It relies upon the same sources of information usang
telephone, telex, and direct vasits to Europe and from European

buyere to stay close to the market. SENPRIM’s current claents
are distributed as follows: France (2); Belgium (2); Holland (2);
and Swatzerland (1). As most Senegalese exporters, the firm

follows merket trends through ite subscription to the COLEACP
European market intormation service.

The paras:atal firm has the capacity to devote more ample
resources to following market developments than do some of ats
competitors. The size of their operation and the fact that it
has an obligation to meintain a tull complement of staff members
as a parastatal firm means that it can afford a higher degree of
specialization than other farms. In most firms all functions are
closely held by a core of familv staff members.
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The 1irm is currently experimenting with sea freight
shipmentse of certain commodities. It will be an a poeition to
capitalize aon this new marketing approach should this prove to be
profitable. This is an example oif how SENPRIM has the capabil ity
to reassess evalving export opportunities, probably more
vigorously than many other farms.

4, PRICE NEGOTIATION

Determining and negotiating pricee is a straightforward
pracess. SENPRIM fainanciasl and technical staff analyse the basic
parameters of production and marketing to determine the
competitive range between production costs and historaic market
price range. Once they determine the range ot acceptable grower
prices, the production director meet=s with representatives of the
prodhcer groupe ta higgle haggle (bana bana, as 1t 1 called an
Senegal.) The negotiaticn praocess appears to be gooa-naturea
though saometimes protracted. Expectations are tempered on both
sides by the tendency for well recognized prices to prevail among
the various exporters.

S. LABOR ORGANIZATION

The 65@ producers who caontract with SENPRIM on ite four
farms are compraised of individuel farmers and farmer haouseholds
working as a eingle productive unit. Thes. productive unites are
two small and numerous to contract directly with the firm. The
transaction costs would become prohibitive trying tc account for
all the inputs and outputs of each producer. Th= firm instead
contracts with forty-seven (47) groupements. The representatave
of each of the groupinge 18 chaosen by the farmers, often an
extended family member.

The relationehip between SENPRIM and ite contract farmers
differs from the relationship of other exporters and thear
growere in the Senegalese fresh produce system. Typaically
Senegalese growers who contract with exporters are spread out
among disparate parcels. The situation at the Kirene and Baobab
farms created by BUD-Senegal resembles the sorts of outgrower
schemes used for plantation commodaties, in which the populatian
1s concentrated in en adjacent erea, coming to work on on
continuous expanse of land aoperated by one company. The
relationship between the company and the community is
significant. Dating back to the inception of the Kirene and
Baobhab farms, BUD-Senegal was demonstably involved in community
development activities. During a site to the farms Mr. Ndiaye
painted out various structures and improvemente of the adjacent
villages provided by or assisted by the company.
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6. FIELD COLLECTION AND PACKING

SENPRIM operates its own vehicles entirely to collect
harvested produce from the fields. The produce is then
trangported directly from the farms to the packing shed located
on the larger farm.

The cleening, grading and packing station ie equipped with a
system comperable to that found in European or Ameriacan packang
cperations, but the facility shows ite age and that it has not
been upgraded in many years. The packing lines and refrigeration
units of the best of the competators are superior to the SENPRIM
equipment in its present conditaion.

7. GENERAL OPERATIQNS

The structure of SENPRIM and ite approaczh to contract
farming derives directly from the estate grower scheme
established under BUD-Senegal. Thear direct anvolvement with
overseeing the provision of all inputs including water
distinguishes them from contracting exporterse who entered the
industry primarily as traders. The production staff oversees
every detail, affording a higher degree of extension oversaight
and troubleshooting.

The centralized configuration of the SENPRIM contract graowver
scheme facilitates their overall coordinetion. Its communication
with the production staff and extension workers is facilitated by
constant radio and direct contact between the farms and the
commercial representatives.

a. PROBLEMS/SUCCESS

Ae the financial results indicate in the section belaw,
SENPRIM has oeen operating at a loss during the past several
sBeasans. Were it not for substantial government subsidies to the
firm, it would already have entered bankruptcy. The problems
from which the firm suffers are not fundamentally related to the
contract farming system, though they are related to the SENPRIM's
unique sta.us as a government-operated coritract exporter. The
tvo most basic problems are declining sales over the last eight
years and poor yields.

The problem of averfarming, which afflicts all production in
the Niayes to some extent, is especially acute in the case of
SENPRIM, which is committed to farming mainly ain Kirene and
Baabab. Were it obliged to invest in restoring the fertility of
the area, it could not compete with others not similarly
constrained. Thus the yields of the older farm lag behind the
newver, and both have declined over the years.
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Sales have declined over the years princaipally as a result
of developments in other graowing areas in Africa and the

Mediterranean. To put this in perspectave, oane must recall that
while the dozen expaorters divide the 6@@@ MT annual quota
currently, BUD-Senegal farmerly exported 12,000 MT alone.

9. FINANCIAL RESULTS

The follawing summary of results comes from published
SENPRIM financial reports updated by Mr. Ndiaye :

NET PROFITS (Maillians of F CFA)

SEASON | 79-8@0 | 8@-81 | 81-82 | 82-83 | 83-84 |1 _84-85 | 85-8686 |
NET CFAI -19 | +33 | +74 I +114 ] -43 | -15 i -20 |

loa. PROGRAM INTERVENTIONS

The privitization of SENPRIM is the program area of greatest
relevance and concern to the firwm. The current dependence on
subsidies to hold the firm back from the brink of bankruptcy
reveals that the organization needse to change fundamentally if it
is to operate profitably again. Prematire privitization without
fundamental reforms would, however, mean condemning the firm tao
failure.

The study undertaken by the Center for Privitizatainn as part
of an Agency for Iniernationel Development initiative represents
a first attempt at analysing some of the issues of privitization.
The ewmphasis of that study wass on wvhat it would require to induce
a foreign investor to take over the operation. The commitment af
the Government and of SENPRIM to a national perspective suggests
that the appraisal of aslternatives should be based on the
assumption that the firm would remain under Senegalese ownership
with ar without Government participation.

Another area of interest for pragram review expressed within
SENPRIM is developments in domestic food crops, especially onions
and potatoes. They recognize the need to diversify as the
markets for some of the ,(.reviously profitable expart commodities
have dried up.

40



EXHIBIT 1:
BUD of California

habJGnuw%k/ 1979 Letter Re:
SENPRIM Take-over
oFf CﬂUFORnlﬂ

BUD ANTLE, INC. POST OFFICE BOX 1759 SALINAS CALTORNIA 93902 PHIONE 403,422 671

January 22, 1979

Mr. John S. Horton
Fletcher School of Law
ant Diplomacy

Tufces University

Medford, MA 02155

Dear Mr. Horton:

I received your letter of January 12 inquiring as
to Bud Antle, Inc's activities in Senegal. Some years
ago we provided technical expertise and the use of our
"Bud" label for certain quality produce to be produced
under a joint program with the Senegalese government in
Senegal. After the program got on its feet, we phased
out of any active role in the program. Currently, we
are in no way connected with that operation and no longer
even provide technical services. The Senegalese govern-
ment and people have taken over the operation completely.

As of February 6, 1978, Bud Antle, Inc. merged with
Castle & Cooke, Inc. So that you might better understand
what we do, as well as what the entire organization of
Castle & Cocke does, I am enclosing a brochure, "The World

of Castle & Cooke". I hope this will help to put things
about our company into perspective. Thank you for your
interest.

Yours very truly,

L7 ~— ‘7'\./,
B/ffing;on
I

esident !--

JWB:kdg
Enclosure



EXPORTER PROFILE 2

COMPANY: SIDCA/TOLL SELECTION

ASSOCIATIOM: GEPAS
DATE: Friday November 28, 1986
LOCATION: 750m SW off of Km.4 Route de Rufisque, Dakar
TELEPHONE: (c/o SIDCA 21.56.04)
(La Course, Paris (4)6.86.48.47]
SOURCE: Mr. Georges Venot, Manager and

Technical Director

L. OVERVIEW OF START-UP

SIDCA (Societe Industrielle Dekaroise des Conserves
Alimentaires) is a food proceesing firm that diversified inta
produce exporting. SIDCA no longer performs any 2f the day-to-
day operations that are now entarely performed by its French-
backed Senegalese partner, Toll Selection (toll being the Wolof
word for "garden") . Toll Selection i1s exclusively devoted to
produce growing and shipping. During the last season, SIDCA
nominally shipped the same three commodities as did Toll
Selection, but only one seventh of the volume.

Toll Selection is backed by the French brokerage, La Cours,
vhich coordinates and guarantees a market for its output. Mr.
Venot, who manages and directs Toll Selection, divides hig year
between similar operatinns with complementary export calendars in
Senegal (Toll), Ivory Coast, and Camerocon.

Mr. Venot first came to grow and ship in Senegz2l in 1972.
Until 1980 the firm operated direct growang schemes. He
expressed a strong preference for the contract growing system, in
contragst to the preference expregeed by Mr. Ndiaye at SENPRIM
(Profile 1). Venot emphasized, howvever, the diffaiculty an
accounting for independent contract grovers’ use of inputs.
Fertalizer is the most regulerly diverted ainput, gaven ite easy
exchange faor goods on the rural market. Thus growers tend to
apply less than optaimal amounts of fertilizer. Degpite these
di{ficulties he perceives the risks of direct growing worse
scill.

He argued thet one of the reasons exporters are so dependent
on green beans is that green beans are relatively better suited
to sustaining the less than optamal growing practices under the
contract system. While green beane and peppers can still be
successfully exported under the contract farming arrangements,
the shortcomings of the contract system preclude diversifying
into other commodities that would fetch greater revenue. In
other words, other commodities for which & stronger market may
exist would require an estate growing echeme.
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2. PRODUCT SELECTION

Over the years Mr. Venot has experimented with a variety of
praoducts, both under contract and under direct growing schemes.
He has grown with varying degrees of success eggplant, gquesh,

melons, tomatoes, mnd butter beeans. Furthermore he followed with
particular interest experimentation by a Chinese (Taiwanese,
apparently) group in Senegal a few years ago. They found

asparagus feasible, but too expensive to export competitively.
Similarly he elimineted other possibilities. His conclusion ais
that under the current system he is largely confined to the beans
and peppers that dominate Senegalese export shipments.

3. MARKET STUDY AND DEVELQOPMENT

The speciml relationship that SIDCA/Toll Selection maintains
with the La Cours brokerage in Paris simplaifies i1ts consideration
of market alternataves. As long as growerse find that it is still
vorth conducting business with SIDCA/Toll, there will be little
pressure on Toll or Lea Course to reorient their market thrust.

4, PRICE NEGOTIATION

Price negotiation is relatively straightforward. What Mr.
Venot emphasized is that the problems come in when farmers are to
deliver on the contracts at the end af the seasan. He claims
that contrect breasking is rampent if there is any slight
additional profit to be made by selling cutside of the contract.

The experience of the firm in attempting to redress the
problems of broken coniracts has not given them any reason for
optimism. The one instance in which Tall Selection took a farmer
to court they found no satisfactory result. Generally cases
never arrive ain court, since the defendant has no means to make a
settlement if the verdict is ageinst him.

When Mr. Venot was Director of ASEPAS some yeers aga, he

proposed that an average purchase price be establisghed. The
purpose of this was to undermine the incentive to break
contracts. The other exporters were not willing to lock in a

single price.

The difficulties with contract sanctity in this quite stable
price environment bade poorly for prospective contract farming
schemes in which the commodity displays any price volatility
vhatsogever. Prices for the basic commadities they ship have
evolved little in Europe over the years. Typarcally the fresh
bean price at Rungis varies about one French franc (+/- 1 FF)
from one year to the next. Senegelese export purchase prices
tend to remein stable around 18@ F CFA for "bobby beans" and 220
F CFA for string beans (filet).
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5. LABOR ORGANIZATION

SIDCA/Toll Selection works with a combination of mini truck
farmers with indivi-ual contrects, and groups of much smaller
parcels organized tnrough a chef de secteur. The twenty
individual contracts vary bhetween one and ten hectares. Each has
its own well water for arrigataon. Altogether they farm fifty
hectares. Mr. Venot estimates that
some 2500 small-scale growvere contraect waith an unepecified number
of chefs de secteur covering e total of about three hundred
hectares.

6. COLLECTION AND PACKING

SIDCA/Toll performs the collection and packing tunctions as
is typical waith their own equipment in a central site. The
innovation that Mr. Venot is introducing in an effort to earn
greeter valu=-added in Europe is a convenience pack for
consumers. We visited the pecking line he has developed and ie
now completing to produce ready-to-cook green beans.

The technique seems a good response to an otherwise stagnant
market opportunity, given the homogeniety of exporte and the
freeze on allocated export space. The new pack utilizes a semi-
permeable cling-wrap film that releases carbon dioxide while
retaining condensation to avoid post-harvest produce shrinkage.
The advantages of the innovation are that the green beans can be
cleaned, prepared for cooking, and pre-weighed without
sacrificing shelf-life time. The wrap is desagned in fact to
prolong the shelf-life for an additional six days.

7. GENERAL OPERATIONS

The company provides farmers with tractor tilling, seed,
phytosanitary products, and fertilizer. The latter is provided
on a limited basis, when it i1s provided at =all, since it is not
as crop specific and therefore tends to be converted into cash or

otherwvise diverted. The extent of thear oversight is a
wveekly visit, on the average. SIDCA/Toll confaines atself to
beans and peppers for the export market. It 15 anvolved in

growaing potatoes and onions for the domestic market to a more
limited extent.
8. PRAGBLEMS/SUCCESS

Solil depletion under the current contract farming system is
impinging on productivity. The short-run response hae been to
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double the amount of seed applied to approach the expected
yields. Mr. Venot cites the fertilaizer dilemma as the number
one problem. A related problem of trust and security is that of
other stolen inputs or praedial larceny in more remote areas. At
one time Toll/Selection had grown melons one hundred kilometers
from Dakar. They were obliged to abandon the operation.

Freight is enother problem. Ae one of the three largesi
producers, the firm feels constrained by the freaight quota more
than many. They have the capacity nov to export some 1500 MT,
vhile the SIDCA/Toll allotment is 119@ MT per export campaign.

An initial market success that has turned sour concerns the
American market. SIDCA/Toll succeeded in penetrating the New
York market. One out of three shapments, however, were beang
fumigated, irrespective of the condation of the shipment, based
on the African poaint of origin. Fumigation greatly detracte from
the market appeal of the beans. Mr. Venot conceded that there
may well have been shipments infested wath caterpaillars trom
Senegal. The phytosanitary standards not only of the firm but
also of the country as a whole and ite reputation among the
inspectors in the U.S market were challenged.

9. FINANCIAL RESULTS

Currently SIDCA/Toll Selection would not be turning a profit
were it not for the fifteen percent Government subsidy they
receive on their F.0.B. prace. In general the twenty individual
contract truck farmere have been profitable, even in recent
years. The 2500 farmers grouped under chefs de secteur have had
their financial ups and downs, but have shawn a profit with the
subsidy from 1980 through 1944. Last season the firm suffered a
financial loss due to the law productivity of this latter group,
even after the subsidy payments.

10. PROGRAM INTERVENTIQNS

The area of program support that Mr. Venot perceives ta be
the most fruitful for intervention in support of the contract-
farming system lies in training the chefs de secteur to improve
their extension approach. He emphasizes that even those who
demonstrate concsiderable technical agronomic competence suffer
from a lack of business acumen. He believes that on-farm
training by American or other extension experts would improve
their approach to maximizing profitability within their
constrained resources.
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PROFILE &

COMPANY: SEPAM
ASSOCIATION: GEPAS

DATE: Thursday December 4
LOCATION: Ndiayelo, Rufisque
TELEPHONE: 36.44.69 & 36.11.81
SOURCE: Michel Gaffari, Manager

1. OVERVIEW OF START-UP

The Gaffari family entered the produce exporting bueineses in
the early 1980s=, when contract farming became an option even for
those who had not previously established their own farms. Had
the family been i1n a position fifteen years ago to receive
investment tax credits to purchase the otherwise prohibitively
expensive farm equipment, they might well have pursued the direct
farming option.

The family immigreted from Lebanoun some fifty years agqo,
with lees means than other exporters of Middle-Eastern oraigin.
The father and son are both formally educated in France in
business and agricultural engineering. Michel Gaffari, barn in
1962, returned recently from a five ronth off-season internship
with a broker in the Rungis wholesale market in Paris.

2. PRODUCT SELECTION

The SEPAM strategy has emphasized diversification of
commodaties. Last year they packed and shipped seven of the
eight commodities exported, more than any other firm. They are
the largest shipper of melons, with nearly forty percent of the
national air shipmente; and they were the only exporter ol
mangoes.

3. MARKET STUDY AND DEVELGOPMENT

The firm has never performed a formal market estudy. The
yvyounger Gaffari considers that it would be cost effectave if
perfaormed in-house. Hie task would be greatly facalitated by a
microcomputer, wvhich they do not feel they can afford. SEPAM
appears inclined to consider a broad array of optione whether
evaluated systematically or not. Gaffarai mentioned cansidering
the possibility of svocadoesg, but fears that intensive Spanigh
plantings precludes competitivenesee in the European market. Also
of note is the poseibility of exploiting the niche of new crops
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(e.g. cauliflower) that can sustain economic yields on sails
depleted by excessive dependence on beans.

4. PRICE NEGQOTIATIQON

SEPAM does not differ from other firms in its approach to
establishaing a prevailing price with grovers through the
regpective chefs _de secteur. Mr. Gaffari emphasized that mare
important than the price in establishing the basis ot a
profitable trensaction is the selection of those farmers who
prove to be the most responsibhle.

Selectivaty an choosing farmers with whom to contract is
possible only to a lamited extent, gaven the large number of
growers. Scme efforts can help marganally. First, the farm can
endeavor to avoid those who have demonstrated their
irresponsibility. The firm can scrutinize most closely the
larger graovers who contract as individuals rather than as a
groupement or gecteur. Lastly the fairms can strive tao select
section bosses (chefs de csecteur) whe in turn show judgment in
choosing grovers.

3. LABOR ORGANIZATION

SEPAM contracte with groups of farmers through 25 section
bosses. Mr. Gaffari estimates that these groupingse account for
some 2502 farmers. In addition they contract individually with a
small number of independent melon grovers. One grower operates a
five-hectare melon farm. Last year this accounted for 45
hectares of melons, whereas this year the number will be
congiderably reduced

6. COLLECTION AND PACKING

The growers wha contract with SEPAM are scattered widely
around the Niayes area. The campany truckse continuocusly move
around the area during harvest periods tc assure regular pickups.
Coordinating a more efficient collection schedule to economize oan
fuel and transport expenses is not possible given the
distribution of grovers, poor lines of communication, and the
vagaries of harvesting schedules. Speed of pickup is the
overriding concern in minimizing losses.

The SEPAM packing lines and cooling facilities are in goaod
candition. The sorting equipment is relatively new and well
maintained. Storage space is ample and the cooling equipment is
cansastent, even during peak periods.
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7. GENERAL OPERATIONS

SEPAM provides the same basic inputs supplied by the other
packers. They have no equipment to provide tillage or
to otherwise become directly involved in zarmang. The anly way
in which SEPAM operations may differ notably from those ox its
caompetitors appears tao be in the variety of commodities handled.
Their contracting begins in September and activities extend
throughout the Senegalese shipping season until alternatave
European supplies increese in ~“he spring. Green beans, filet and
bobby, which account for aboul half of SEPAM shipmente (compared
to 69 percent for all ghippers) require relatively low levels of
input and technicel supervision. Tomatoes and melons, for
example, require considerably more.

8. PROBLEMS/SUCCESS

SEPAM sufferse principally from what Mr. Gaffari
characterized as the level of indiscipline to be overcame. Using
the example of string bears, they see no reason why it is not
possible to achieve top grade ("extra fain") from half of all
string beans delaiver=zd. Instead they receive only about fifteen
percent (15 percent.) The problem, Gaffari explained, i1s that
although the premium for top grede would meke it more profitable
for the farmers to deliver ae much top grede as poesible, growers
continue to the largeeset (lowest grade) string beans posesible.

The grover bies persists that 1he greater the total weaght, the
greater the profit.

Another problem SEPAM perceives is the prohibitiive expense
aof imported equipment. Firms that began in the business some
years ago were able to receive en invegtment tax credait tnat
entitled them to duty-free import for many years. Mr. Gaffara
conceded that the 15 percent export subsidy was esubstantial, but
noted that their subeidy will be reduced to 5 percent this yesar.

Mr. Gaffari believes that the problems of so0il fertility
will begin to take an increasing toll. The convergence of lower
yields and lover subseidies furthermore implies that saome of the
campanies exporting today may have to phase out their operations.

9. FINANCIAL RESULTS

Mr. Gaffari summarized the performance ot SEPAM since 1981
as four bad years and one neither good nor bead. He characteraized
the results from seven years ago (198@0-81) as excellenti. it 1is
not clear whether the losses were reported before or after
calculating 8ll esubgidies. Had the last five seasons been &0
poor, it seems unlikely the firm would still be solvent in the

48



ebsence of any other highly profitable family business off-
setting the 1loss.

1@. PROGRAM INTERVENTIOQNS
Mr. Gaffari put forth no particular program ainterventions.
He would be pleased to acquire the advantages of subsidized

purchase of farming materiel, but saw no particular realistic
basis for such a program.
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PROFILE 4

COMPANY: SAFINA

ASSOCIATION: GEPAS

DATE: Thursday November 27, 1986
LOCATION: Sebikotane

TELEPHONE: 36.33.04 and 36.33.05
SOURCE: Mounir Filfili, President

1. OVERVIEW OF START-UP

SAFINA (Societe Afraicaine Industraelle et Agricole de
Sebikotane) is the fresh praduce growing and packing waing of a
diversgified family-operated agribusainese. The Filfali family
raises lavestaock, farms extensiaively for lJocal and export markerts,
operates a Dakar giocery "chaain" (two stores), and owng various
other food manufacturing enterprisee. Approximately 6@ percent
of the organaization’s business 1s livestock related while the
remainder is based on other agricultural activities. When asked
wvhat crops SAFINA grows, Mr. Filzili replied they grow all the
crops grown anywhere in the area, with the exception of
groundnuts.

The Filfili femily is a Lebanese-Senegalege family that has
been heavily involved in mechanized agriculture and food
pracegsing for over forcy years. Mounir Filfila, the thard
generation in the family’s diversiafied Senegalese companies,
received his degree in management after three years of study in
Lyon. Thear ainvolvement in the export of fresh produce is a
logical extension of their vertically-integrated growang and
daomestic marketing business. SAFINA (or SAFINA/AGROCAP as this
part of the family bueiness wase called until recently) supplaes
its "Filfili" stores in Dakar with fresh produce. These stores
give a convenient ocutlet for sizeable (unspecified) volumes aof
fruits and vegetables that are not exported. Thais lends
flexibilaty to the export side of the business while reducing
transaction costs for the domestic business.

SAFINA is the only member of GEPAS that functions primarily
as an estate grower. The company farms three hundred acres of
which no mare than a tenth has been contracted out. These are
experiments with substantial indiavaidual contract farmers to
determine to what extent contract farming cen prove profitable
and valuable as a means of risk reduction.

Mr. Filfili added that the Government of Senegal apprnached

SAFINA to take over the Kirene and Baobab farme novw operated by
SENPRIM as BUD-Senegal was leaving. The Filfili condition ot
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accentance was that all existing farmers be let go and that they
wvould be able to start over anew. The Governmenc refused.

2. PRODUCT SELECTION

Mounir Filfili terms the process of product selection

speculation. They change their product mix maore regularly than
most, making use of their autonomous and mechanized meane of
production. As vell as adjusting product mix ain attempting to

target market opportunities, SAFINA adjusts planting times in
articipation of favorable market taiming.

3. MARKET STUDY AND DEVELOPMENT

SAFINA conducts .ts own market studies in response to
requests fraom European clients ot market infaormation leads.
Representatives of each of the European clients to whom the firm
exports have come to Sebikotane to vigit the operations in
persan. The firm’s leadership seems vigilent in its efforte to
discover newv market waindovs. The company endeavaors to stay in
touch with production information from competing countriee such
as Egypt, Mali, and Burkina Faso, wvhich can have considerable
bearing on the timing of shipments and anticipated market praice
levels.

The COLEACP commercial market information service for Europe
supplies elements that are useful in generating ideas when
revievwed in conjunction with telex, telephone and personal
contacts. Again, Jjus:t as Mr. Falfili characterized the gpirit of
market analysis as one of speculation, he emphasized that
ultimately business decisions are subjective and in respanse to
feelings of hew the market will mave.

Thanks to i1ts superior technical contrcl over productian,
SAFINA 1s able to consider, evaluate, and put on the market new
products more quickly than those firms who depend on contract
growers. The contract farming system ie cumbersome in
introducing new cultivars and all the associated production and
handling changes. SAFINA has, for instance, exported cherry
tomatoes to New York and to Europe outside of the usual export
calendar. Mr. Filfili notes that the official statistics
reporting that he currently exports 78@ MT annually do not
capture his flows before the end of November, when the season
ostensibly begans, and after May 31 when the season is considered
over. SAFINA exported 320 additional tons during the period of
unrestricted freight. None of the compenies depending on
contract farmers appear capable at present to take advantage of
this expanded shipping season.
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Mr. Filfila stressed that succesesful exporting, whether
besged on estaete-farming schemes or on contract farming schemesg,
requires B high degree of market coordination. It i2 not enough
to put a product in che market as 1f sendiig up a flare and
hoping for a response. Coordinating production with marketing
entails receavang a strong indication from the importer as to
projected timing for the shipment and then to deliaiver on taime.

As for local market development, the local market absorptive
capacity 1s o limited that growth ain this uwrea 1s dwvarfed at
present by the productive capacity. The inst.tutional trade
({hotel=s and resteaurants requiring the sorts of products exported
ta Europe) is very small ain Dakar. Mr. Filfili reports that the
institutional trade a1s satureated daaly with delaveriees asc small
as three hundred kilograms of produce. This represents
approximately 55 tone of sales duraing the export season or
approximately five percent aof the export figure of any one of the
most substantial exporteres.

4, PRICE NEGOTIATION

SAFINA esteblishes its fixed buying prace for its few
indivadual contractors based on an average of the actual prices
from the previous year. It places the aimportant condition on ats
contractors that they muset deliver the entirety of their crop to
SAFINA. This is a standard condition but one that ie more easily
abused when the exporter is contractaing indisectly with hundreds
or thousands of farmers.

S. LABOR ORGANIZATION

SAFINA vorked with four farmers under contract laegt season.
Their amcreange is summarized helow:

ACREAGE STATUS

9 HA. Delivered
& HA. Defaulted
S HA. Defaulted
3 HA. Delivexred

23 HA. TQTAL 12 HA. TOTAL DELIVERED

Despite the high rate of default, the company has retained
the tvo grovers who delivered on their contracts and added a new
caontractor for the 1986-87 season. The new contractor will farm
ten hectares. Thuse the total acreage under contract this year 1is
22 hectares or about seven percent of the total area farmed by
SAFINA.



Mr. Filfili believes that SAFINA may well be able to develop
a reliable cadre of contract farmers whose importance can
increase as a part of the total production portfolio. He
proposes to do this by culling nut the best farmers and by
enacouraging them, vhile simultaneously vorking to prevent
defaulters from contracting with other firms in the future. The
latter he attempts to accomplish by blacklisting those who
default. This is only effective of course for farmers of a
certain means, since it is not possible to keep track of the
large numbers of the smallest-scale farmers. On the other hand,
Mr. Filfili is pessimistic about the future achievements about
contract farming as it now operates in Senegal. He believes that
8 sense of responsibility has not been inculcated in the
smallholders who operate in groups through section bosses. s

6. COLLECTION AND PACKING

As in the case of SENPRKIM, collection of farm produce is
greatly facilitaeted by the centralized location of its fields.
They transport the various commodities promptly to thear packang
facilities. The forced-nitrogen coolaing system they utilize is a
state-of-the-art technology.

7. GENERAL QOPERATIONS

Mr. Filfili emphasizes the importance of recruitment ain the
success of a contract-farming scheme. The ability cf SAFINA to
be selective in screening potential contractors distinguishes it
frem all the other exporters who must rely on a large number of
individuals with highly variable levels of ability and
commitment.

SAFINA provides for the farmers a full range of inputs
including extensive use of mechanized equipment. They benefit
from a high degree of technical assistance. A full-time French
agricultural engineer oversees the SAFINA estate growing
operations during six months each year. His services were made
available to SAFINA through a Chamber of Commerce program
supported in pnrt by importers in France. The contract farmers
request rechnical assistance that SAFINA provides intermittently.
At present this assistance is more a technical oversight than a
complete extension service. This is partly because the
contractors are based near Sandiara, seventy kilometers away.
Mr. Filfili envisions a full extension service if his limited
success with contractors continues to shaw promise. He

® Mr. Filfili'’s words were, "Des groupements ne sont pas
sensibilises & la fidélité de contrat. "



characterized the Frenchman’s rapport with the Senegalese as
excellent.

8. PROBLEMS/SUCCESS

The insufficiency of eir freight constrains SAFINA

considerably. The only opening in this situation is in the New
York merket. SAFINA did initially break ainto that maerket but has
suffered from the fumigation practices. As expreesed by other

firms above, exporters complein that their shipments are
subjected to fumigation, whach increases costs and decreases the
praduce’s value simultenecusly, often irresgpective of the
condition of the ectuel shipment. The regulatory practices of
APHIS create an effective bharrier egeinst continued penetration
aof the New York market. This problem is perticularly aggravating
to the firm since it claims to have sent prime quality produce.
Mr. Filfili contacted USAID in Daskar to acddress this problem.
Despite reassurances in person thaet e response would he
forthcoming, SAFINA has not receaived any follow-up on the metter
during the last three months.

9. FINANCIAL RESULTS

Without indicating the financiel details, SAFINA indiceted
that the estate-farming business has proven to be quate
lucrative. As for the contract farming experiments they have
conducted over the past three seasons, the results have been less
favorable. They have lost money all three yeers, but stressed
that they have not lost a lot. He characterised their results as
still very interesting, promising to become more profitable. The
company considers their laosses to date to represent the cost of
learning the contrect-farming trade. They are optimistic about
their results during this curr« :t fourth season.

1@. PROGRAM INTERVENTIONS

The only government intervention Mr. Filfili cared to
propase was with regard to essisting in the improved clearance of
produce into the American market. The compary has little need
for any assistence in its relations with Europe, but requires
same sort of intervention to fecilitate American sales. Any such
program would include disseminating information about the
reguletory practices while simulteneously improving communication
betwveen the regulatory agencies and the exporters.
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PRAQFILE §

COMPANY: SOEX

ASSOCIATION: GEPAS

DATE: Friday Navember 29, 1986

LOCATION: Quai de Peche, SOFRIGAL, SOPESEA Bldg.
Dakar

TELEPHQONE : 21.42,.22 & 21.29.30

CONTACT: Alassane Diallo, Director

1. OVERVIEW QF START-UP

The Diallo family businesses are founded upon their still
active trade in "l'’oiseaulerie, " the capture and sale of live
exotic birds for the export and domestic market. Thas has proven
to be 8 highly profitable business employing some seven hundred
hunters in West Africa. Incidentally, these hunters work under a
contract basis for the company, receivang credit assistance in
advence of the delivery of the live bairds. The family
subsequently diversified into fish packing and export (SOPESEA)
and fresh vegetable packing and export (SOEX). Both of the
latter firms are legal corporations, but Mr. Diallo described
them as "quasi-familial" with only &8 token two percent
participation from outside of the immediate famaly.

Allassane Diallo and his brother Amadou Diallo initieted
SOEX in about 1971 as one of the farst firms in the field. Their
inspiration came principelly from travel and observation of the
European market in their search to diversify the family holdings.
Alassane Diallo completed his studies in management in France
during the same period in which the firm wus being initiated.

2. PRODUCT SELECTION

SOEX initiated its business during the early peraiod when
contract farmers end spot-market sales first became a viable
option in the 197@s. The never has had its own productive
capacity. It is besically a trading company with sufficie it
funds to be a small-to-medium exporting firm. A such itr
product selection has been conditioned by the availability of a
limited array of commodities for sale on the open market or
easily contracted. The nature of the business tends to limit
SQEX to exportaing beans and peppers, In the past they have also
exported mangoes and melons.
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3. MARKET STUDY AND DEVELOPMENT

SOEX considers ites product selection to be appropriately
demand-driven. They base their feasibility analysis upon market
information gathered during regular visits to Europe and their
familiarity with the production possibilities and costs. These
vigite average about one visit every two months during the export
geason. An example of a recent market study is the case of
eggplant. A Belgian client requested that they consider shippang
eggplants. They were aware of the feasibility of production.
SENPRIM has exported a few tons of eggplants recently. Upon
further examination, howvever, SOEX found that they could not
produce eggplants that would be competitive with Spanish
eggplants available at the mame time of year.

In the absence of promising new opportunities in Europe,
SOEX is focusing its market development efforts on regaonal

trade, notably to Gabon. They have previously succeeded in
exporting melons to Gabon. Now they waish to expand their line to
ten fruits and vegetables. Not all of these commaodities are

exported to Europe, but they are aveilable in the domestic trade.

The firm also has itse eye on New York as do so many. SOEX
has succeeded in exporting green beans to the Hunt’s Point
terminal market in New York. They are now awaeiting resolution of
the current phytosanitary probleme that have preempted further
trade.

4, PRICE NEGOTIATION

The price established with grovers before planting is based
on an average of the prices during the same period for the
preceding year. These prices have been reletively stable. The
firm does have some flexibiltiy in responding to market price
changes throughout the season by virtue of ite ability to buy on
the open market as well as from its contract grovers. For
example, even if SOEX purchases beans from contract growvers at a
price that is not profiiable for export, the firm may recover in
part through open market purchases. Furthermore, their own
resale on the local mark=2t can depress the local market price for
strategic purposes to Lhe extent that domestic market prices
effect spot market prices for the export trade.

3. LABOR ORGANIZATION

Mr. Diallo describhes the organization of production as forty
percent spot market purchases, forty percent contract purchases
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and twenty percent régie directe (estate grown). In light of his
description of the enterprise 1t seems clear that

they are not involved in estate growing, as it is properly
construed. Wnat he refers to as "estate-grown" is instead an
unspecified arrangement with a mini-estate grower(s) who produces
on their behalf, perhaps a trusted family friend working under a
less formal contract.

The two-fifths of the export volume that SOEX organizes
through contract growers is divided between 18 contrects. These
contract are split betveen individual contractors and vallage
groupements. The mini truck farmers can handle up to about four
hectares effectively, though they range from two to fave
hectares. Those producers vho are too small-scale to contract
directly designate a spokesperson. The entire village group
collectively cammits itself to respecting the terms of the
contract.

6. COLLECTION AND PACKING

SOEX supplaies all the transportation and logastical support
to assure that the product is pre-cooled and handled properly for
export. The firm has several trucks that collect the produce and
deliver it to the centrel packing facilaity for sortang. They
perform no further processing functions.

7. GENERAL QPERATIGNS

Contractees are selected principaslly on the basis of
demonstrated yields. For example, & producer who can obtain a
yield of sixty kilograms of beans for each kilogram of seed
planted is considered a lawv risk. Graowers who produce in the
range of forty kilograme per kilagram of seed planted are not
selected, or are dropped from the contract scheme. The farmers’
perceived degree of responsibility and meticulousness are
important considerations in the absence of definite, yield
performance records.

Mr. Diello emphasized that recruitment control is most
important. In the event of default, the farmerse generally have
neither assets that can be seized nor other leverage that SOEX
can exert to recuperate its loss.

8. PROBLEMS/SUCCESS

The Director referred to variocus difficulties they were
having in starting up their exports to neighboring countries in
the region. SOEX has been troubled by receiving and "andling
problems in Gabon. He complains of a lack of professionalism on
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the part of the freight crews. Cantainerse are left exposed to
the rain, for instance. The clients camplain and attempt to
hold the exporter responsible. SOEX intends to contract with s
Gabonese agent to represent their interests an the hope of
remedying the praoblem. The other principsl inaitaal success that
is currently stymied has been the expart of green beans to New
York. The firm 18 seeking representation there as well.

9. FINANCIAL RESULTS

SOEX did not provide detailed financaial ainformation. Mr.
Diallo reports, however, thal theair only bad loss in recent years
was in 1985.

la. PROGRAM INTERVENTIONS

Mr. Diallo declined to suggest any specific program
interventions.
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PROFILE 6

COMPANY: Etablisgements Thierno Drame

ASSOCIATION: GEPAS

DATE: Thursday December 4, 1986
LOCATION: Km. 10, Route de Rufisque, Dakar
TELEPHONE: 34.01. 30

CONTACT: Mr. Thierno Drame, President

1. OVERVIEW OF START UP

Thierno Drame started hise career as a freight agent for a
firm at the eirport. He began working with a French exporter
named Corneloup, one of the first involved in the Senegelese
fresh export tracde. Drame left the freight company in 1971 to
work full-time with Corneloup. When Mr. Corneloup had a bad auto
accident in 1979, Drame continued to operate the busaness
successfully. Corneloup receaved good reports from thear
European clients. Gradually the business was sold to Drame.
Corneloup returned to France, maintaining a small share of the
business, yet containuang to facalitate Drame’s relationship wath
importers in France. Durang the last season (85-86), however,
Drame claims that Corneloup diverted 18 million CFA ($55, 600).
He brought out the proces verbal indicating he has begun
litigation in France.

2. PRODUCT SELECTION

The selection of the usual crops (haricots filet (s’:ring
beans), haricots bobby (green or "snap" beans), and melons
charentais (small "Cavaillon" type melons)]l is a matter of having
ironed out the problems with these now familiar commaditaes
initiated by the original associetion with the French exporter.

3. MARKET STUDY AND DEVELOPMENT

Drame conducted no particular market study. Mr. Drame has
found his best market from melons is March and April. He
confines his operation primerily to green beans during the rest
of the season. He has exported small quantities of peppers as
vell as mangoes to Brussels and Geneva. His source of market
information is primarily hise direct telephone and telex
communication with Euraope. He finds that the COLEACP quotes are
inexact and of only limited value.
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The output of all of Drame’s contract farmers 1s intended
for the export market. Hie local sales are exclusively taken

from produce that does not meet export specifications. Rejects
represent about 15 percent of overall production purchased. Thus
he muet dispose of some 7@ MT in eddition to the 4@@ MT he
exports. These seconds are sold at a fraction of the price (15-

25 CFA/kg) to gleaners or fed directly to livestock.

The firm has few market development plans or aspirations at
this time. Mr. Drame has contemplated exportaing cherry tomatces.

4. PRICE NEGOTIATION

He calculates his breakeven price based on Rungis prices
{the Parie terminal wvholesale facility) including all transport
and handlaing coets. (Ex. Beans CIF 14.24 FF = 712 CFA/Kkg
including transport at 235 CFA/kg.) He attempts to get a feel
for the price variance and to keep an eye on other producer
countries to anticipate supply conditions, but this is very
difficult in hais posation.

Basing producer prices an his projected revenue, he then
negaotiastes with his chefs de secteurs. These section bosses have
an interest in obtaining price levels that will staimulate maxaimum
output. They derive thear income from a 1@ CFA/kg commiesion
(ristourne) at the end of the season. Drame noted that advances
disbursed againet anticipated commission sometimes exceed the
actual end-of-season revenue. Section busses sometimes are left
owing the company.

3. LABOR ORGANIZATION

Ets. Thierno Drame works entirely with contract farmers.
These are divided between wvhat Mr. Drame refers to as the
"traditionels"” and the "projets." The projets, as he terms them,
are individuels with up to several hectares who deal with him
directly as individuals. The traditionels are semi-traditional
farmers of quite limited resources who form groupse of fifty to
gixty farmers under each "chef de secteur." The small farmers
thus become subcontractors of sorts. They typacally farm parcels
of roughly 40¢ sq. meters. All of the farmers are men. Their
ages veary wvidely.

Currently Drame hase four chef de secteurs. In past years he
has had as many as eaght, but he finds that tends to go beyond
the management capacity of the company. Furthermore he finds
that too many contracts dilutes the sense of commitment or
strength of rappport between Drame and hie chefs de secteurs.
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Ets. Drame undertakes no direct estete growaing. He explains
that the wvell situated land is publicly held (Domaine National.)
Usufruct raghts pertaain, whereby those who have been workang the
land or their descendants maintain their raght of acecess to the
land and to its production. To make a direct growing scheme
economacal, he would need five to ten hectares at leacst. That ie
not available under the prevailing system and the current extent
of truck farming already underway.

6. COLLECTION AND PACKING

The firm has one truck used to collect all produce. The
grovers are located in two production sites.

Mr. Drame operates 8 cold storage facility with a 30 MT
capacity, though he rarely goes beyond 25 pallets (400kg, i.e.,
1@ MT.) Meximum storage time ie three days before shipping
beans. The firm owns a grading line to pack etring beans.

The firm i8 currently working out the detaile of an
arrangement whereby Drame will pack and staore produce for GIPES
(PROFILE 8.). Thais unusual arrangement (possibly by contract)
will enable GIPES producer-exporters to enter the trade directly
wvithout relinquishaing ownership of the product until it is sold
on the European market. The deal has been arrangea on a test
basais through the personal aintervention of Mr. Alioune Fall of
SONABANQUE, former commerciael representative for SEMPRIM and
friend of ir. Drane,.

7. GENERAL OPERATIQNS

Seeds, fertilizer, and credit are 8ll supplied to farmers by
the company. Mr. Drame showed his system of receipts and
bookkeeping, which records all provisions received by each
grower, although each chef de secteur is considered reponsible
for his group. Each boss is the source of all technical
extersion assistence. He cleims he has no recourse over contract
defaults other than to exclude the grower in the following
seasan.

Payments to growers are made without immediately deducting
pregeason financing. This credit is generally paid back only
tovards the end of the growving year.

8. PROBLEMS/SUCCESS

Thierno Drame perceaves hige overvhelming problem to be
financing the purchase of all the contracted produce while
attempting to finance the growth of the company. He reports his
cash out-flovw for the current season to follow approximately
the following pattern:
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CASH REQUIREMENTS FOR RAW PRODUCT PURCHASES

13 Million CFA December

14 Million CFA January

18 Million CFA February-March combined
41 Million CFA TAOTAL purchase of produce

(This is the equivalent of same USS$S125, @0Q.)

Maost of has credit comes from advances irom importers. He
claime that the interest paid is not explicitly stated, rather it
is recovered by the importers befaore reporting the final sales

price. Drame emphaeizes the conflicte o: interest engendered by
financing from importers. Once the exporter becomes dependent
upan a given buyer through financial debt, the expor.er loses his
leverage in negotiating prices. ( As Mr. Drame put 1t, <<Tu n’es
plus maitre de toi-meme.>> ) He is asttempting to reduce his
cyclical debt level for that reason. He has had to cut his

output. This year he will be exporting to a reduced number of
brok -importers with whom he has had the most satisfactory
dealings. Previously he was diversified between buyers in Parie,
Lyon, Maerr 1lles, Geneva, and Holland.

9. FINANC +_. RESULTS
Mr. Drame reported the following results informally:
NET PROFITS (Millions of CFA)

SEASON | 80-81 | 81-82 | 82-83 | 83-84 | 84-85 | 85-86 |
NET CFA | +13 | +15 | +13 | +6 ! -16 i . |

( = This last seaeon is the one involving the dispute in
which he alleges M. Corneloup diverted 18 Millaion CFA. Has
financial reeults have not yet been determined.)

He cites naturael risks still as the biggest determinant of
his financial results. For instance he cites vulnerability to
freeze conditions in Europe that sometimes delay landing, putting
hig product all at risk.

lo. PROGRAM INTERVENTIONS

The two chief areas in which government intervention,
especially foreign government assistance, could h=ve a8
substantial impact wvould be: 1) Access to credit; and 2)
Improved technical supervision of chefeg _de secteur.
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PROFILE 7

COMPANY: SAAF

ASSOCIATION: GEPAS

DATES: November 26-27, 1986

LOCATION: Km. 3.3, Route de Rufisque, Dakar
TELEPHONE: 21.05.79 & 22.03.64

SOURCES: Aly Saleh, (Director) and Maguette Gueye

(Deputy Director)

1. OVERVIEW OF START-UP

The Saleh family has long operated STIMEX (Societé de
Torrifection de Café, Impartatjion/Exportation), a successful
coffee processing company. This Lebanese-Senegalese family
formed STIMEX apparently making use of Lebanese contacts in the
Ivory Coast to buy coifee bheans each year, whaich a1t then
procegses in Senegal. The Saleh family sought to diversiaify into
other areas of agriculture, trade, or processing. STIMEX
officially created SAAF (Societé Agracole Africaine) in 1973 to
take advantage of the opportunities in fresh produce exporting.
Mr. Maturin, originelly 8 broker in France, assisted SAAF in the
start-up phaese to establish ties to French importers of green
beans and melonsa. Mr. Robert Duren, & melon importer in
Cavaillon holdas a 4@ percent share in SAAF.

Aly Saleh recently took over the reins of what has been an
operation adrift, neglected by the members of the family and

management more absorbed by STIMEX mainstream business. Mr.
Saleh has recently left his private accounting practice to
involve himsgelf in the redirection of SAAF. Mr. Maturin remains

involved in prancipal but in a less ective role as the company
has shrunk.

2. PRODUCT SELECTION

Business ties to Mr. Durand considerably influenced the
start-up and product selection of SAAF. Last year SAAF exports
vere limited exclusively to shipments of melons. In better
times, however, the company reported to have produced 8 broad
range of exportables: tomatoes, cebbage, onions, new potatoes,
vatermelon, peppers, and melons. Furthermore SAAF imported
onions and potetorss for sale in the domestic market.
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3. MARKET STUDY AND DEVELOPMENT

Neaither SAAF nor STIMEX undertook any market studies before
launching the business. SAAF saimply establaished agreements with
French importers to purchase various commadities. The Director
criticized the previous approach, notaing that budgets were never
drawn up, no trial exports were attempted, &and results were never
disaggregated to analvse performance. The >riginal management
took an entirely hends-off epproach, providing finencing, then
turning the farmers loase to grow with minimal oversight.

Since 1973 SAAF has occasionelly considered new market
opportunaties. Mr. Durand initiated an eight to ten hectare
production scheme for garlic. Unlike all other exportes, Mr.
Durand has wanted to experiment with garlic shipments by sea
freight.

4. PRICE NEGOTIATION

Mr. Saleh described price determination as & saimple
examination of an historicel price trend. SAAF esteblishes its
price based on & new price somewhat higher than the average aver
the past seasons.

S. LABOR ORGANIZATION

SAAF has arranged jis operatiaon into individual contracts
ranging from three to ten hectares, totaelly thirty-five hectares.
Growers have not orgenized themselves into any formel group, each
operating independently.

In addition to the purchase of produce under contract with
these small-scale truck fermers, SAAF purchasese some of its
export product on the open market. Mr. Saleh characterized the
blend as sixty percent contract farmers and forty percent spot
market purchases.

6. COLLECTION AND PACKING

Currently SAAF requires minimal packing facilities since
they confined exports to melons. The company provides aimported
export-quality cardboard boxes so that each producer packs
separately. J was unaeble to visit any previous packing
facilities to assess vhether they are in sufficiently good
condition so the firm might relaunch its diversified packing
operations without substantial ainvestment. SAAF still operates
a diesel generator to provide electricity for cooling the praduct
once it i1s received from produceres.

64



7. GENERAL OPERATIONS

SAAF determines its target acreage before approachang the
individual contractors for discussions. The pool of possible
farmers are the larger indiviadual enterprises that epun off from
earlier experience with either BUD-Senegal or SAFINA. All
farmers were supplied during the season with the usual inpute,
including fertilizer, seeds, and phytosanatary products,. 5AAF
also provides tilling services to the farms.

8. PROBLEMS/SUCCESS

SAAF production and export deteriorated due to neglect since
its promising start in 1973. The thairty-five hectares they have
under contract normelly should produce six or seven timese as much
tonnage as they exported laet year. However, only one of the
seven contractors respected his agreement to deliver melone. The
company was an accamplice to its owvn failure to provide adequate
agricultural extension. The extension system does not motivate
the agents to exercize their responsibilities energetically.

9. FINANCIAL RESULTS

Mr. Saleh reports that SAAF has lost 190 million francs
(190, 000, @@ F LFA, equivalent to more than half of a million US
dollars) since 1973. Each year the parent company offsetting the
loss expected that i1t would improve, relying on a difterent
manager each year. Last year'’s loss was twenty million francs
(20 million F CFA).

1@. PROGRAM INTERVENTIOQNS

The management of SAAF perceives the greatest need for
government reform in the area of improved agraicultural exteneion.
Growers lack the knawvledge of agricultural practices necessary to
operate an effective contract-farming system.

Mr. Saleh recommended that the government reexamine its
pelicy of . oad imports. SAAF wvwas successfully producing onions
and potatoes for the local market. The bottom dropped out of
that market vhen thege commecdities were imported, presumably sold
below the local producer price through substantial subsidies.
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PROFILE 8

COMPANY: GIPES

ASSOCIATION: GEPAS

DATE: Wednesday December 3, 1986

LOCATION: Interviewed at USAID-Dakar

TELEPHONE: 21.51.98 or c/o SONABANQUE 22.05.94
SOURCES: Cheickh Ngane, Sales & Promotion Manager

Simon Dioch, Agricultural Engineer
Alioune Fall, SONABANQUE GIPES Director

1. OVERVIEW OF STAKT-UP

GIPES (Groupement d’Intérét Econaomigue des
Producteurs/Exportateurs de Proauits Agro-FPastoraux du Senegal)
is an organization unlike any of the other exporters of fresh
praoduce in Senegal. GIPES is different from all other members of
GEPAS and ASEPAS ain several significant respects:

1) It 12 comprieed entirely of young well-educated
producer/exporiers;

2) The group wae formed and supported through direct Government
involvement.

3) GIPES hasg yet to export its first season, yet it is an
official member of GEPAS and has received a sizeable anitaal
export frei.ght allocation.

4) GIPES operates under no farming contracts as such.

The group known as "Les Jeunes Meitrisards" is, as the name
suggests, a group of young Master’s degree recipients. They
banded together to form a g.i.e. (groupement d’interét
éconamique) in 1985. The g.1.e. i8 the same cooperative legal
entity introduced into Senegalese li'w aof which GEPAS itself is
one. The GIPES g.a.e. is devoted to direct production and export
of fresh fruits and vegetables.

The six principels of GIPES received their advanced degrees
in either European universities or the University of Dekar in
fields allied to agricultural production and marketing. One of
the two principals interviewed, for example, Mr. Dioh, completed
hig Master’s in economicse in Florence. The Gavernment became
aware that aver one hundred Master’s degree recipients
representing sll sectors of the econaomy had returned to the
Senegalese econamy only to face unemployment. The formation of
GIPES is but one result of a broader program known as "QOperation
des Ancieng d’Etudes Supérieurs." The Government hae placed a
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highly qualified officiel counterpart to act as technical advisor
end to facilitate each group’s penetration of its respective
commercial milieu.

GIPES received 600,000 F CFA as foundatien capital at ite
inception through SONAGA/SONABANQUE, a national development bank.
The Directois of the program from within SONABANQUE is Mr. Alioune
Fall, former commercial director of SENPRIM.

2. PRODUCT SELECTION
As GIPES is just starting up, its members have selected the

hardiest of commodaties, those that can sustain less than optamal
physical handling yet still provide a modest profit margain in the

export mark=at. These are green beans (bobby, not the more
delicate filet’) and a type of pepper (piment suzette de
provence). These choices provide the group waith the greatest

latitude as they begin the task orf coordinating production with
market. Thie precaution is particularly important given that
they must contract out packing and cooling functions during their
initisl start-up.

3. MARKET STUDY AND DEVELOPMENT

GIPES representatives explalned that they lacked the means
to launch a for- =21 market study of the sort they are capable of
undertaking thems=elves in the future. They have had to depend to
8 considerable extent on the expert assistance of Mr. Fall in
conceiving their marketing strategy and in establishing contact
with European buy~rs. They are members of the COLEACP market
information service. The group has visited Europe to make direct
contacts. An exposition at the Salon International in Paris
assisted them. Since then GIPES has received a visit from a
Belgian broker interested in buying from them.

The crucial marketing achievement of their start-up period
vas establishing their air freight allocation (18@ MT per
seasgon.) GIPES was able to base their negotiation with the
Airfreight Committee on their productive capacity.

4, PRICE NEGQOTIATION

As an autonomous group of grower-shippers, GIPES doee not
contract with its members. They negotiate only with the
importers based on current prices in RUNGIS or elsewvhere. The
producer price does not exist separately since the praduction and
marketing operations are vertically integrated within GIPES.
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3. LABOR ORGANIZATION

Each of the six members of GIPES determines the size of his
grower scheme based on the technical means at his disposal. The
acreage varies from six to twelve hectares for a totel of fifty
hectares. Within GIPES the allocation of acreage cultaivated
shifts. The results of trial production have already shaped ihe
distribution. The group will confront the situation in the
future should important discrepancies arise after successive
seasans. Each member is to some extent a competitor of the
others, yet protecte the interests of the group as a whole vis a
vis other groups. GIPES presents a united front and a unitary
marketing entity under one appropristely named brand label
("Master. ")

6. COLLECTION AND PACKING

Initially all post-harvest assembly and storesge will be
subcontracted to Etablissement Thierno Drame (Profile 6).
Alioune Fall arranged the agreement with Mr. Drame based on their
long-standing professional friendshinp.

While thais unusual arrangement contracting with a competitor
could lead to a conflict of interest, GIPES does not anticipate
any. Again, the selection of commodities took this situation
into account. By choosing not to produce string beans, GIPES
obviated the need for a grading machine.®

7. GENERAL OPERATIOQNS

GIPES is the only exporter that does not employ any contract
farming per sge. The firm plays a role in the contract farming
gystem insofar as it selle produce on a spot market basis to
exporters who experience shortfalls in contract farming
praoduction. The GIPES model is in fact an alternative to
contract farming. All of the other growvers farming more thaen a
hectare but less than enough ecreage to sustain an e:xport company
are obliged to contract with export companies. The g.1i.e.
mechaniam in Senegal has permitted, in this case thanks to
Government funding, an alternaetive to contract truck farming.

¢ String beans (haricots filet) are graded into three size
categories, since the more delicate "fine" or "superfine" fetch a
premium in the market. The sorting machine (calibreuse)
represents a substantial additiocnal investment. Bohby beans, or
"snap beaneg" in American parlance, are a larger green bean that
is gold in only cne size category world-wide.
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The GIPES representatives expressed that each af iis members
may be conceived of as holding a caontract, but the contracte are
their obligations to the g.i.e. Their advr—~ces and technacal
inputs come from the central organization, though each
membercompany is somewhat different. Each has its own technical
director in addition te the techriacal assastance offered to any
member by Mr. Fall.

8. PROBLEMS/SUCCESS

The GIPES representatives relayed their problems and
successes in terms of their actual production results. For
example their potato yields suffered from inferior quality seeds
and from the break down of a motor as an irrigation pump. They
experienced considerable success with eggplants and vith
groundnuts. The latter are intended for the local market.

9. FINANCIAL RESULTS

The 1985-86 season was a trial period for all aof the
members. Despite variable technical success by different
producers and different commodities, all six members suffered net
losses.

1@. PROGRAM INTERVENTIONS

As GIPES effectively increeses the surface area under
production for export, they consider that the airfreight limits
imposed must eventually give way. These ceilinge were penalties
initiated by airline companies that are members of the Airfreight
Committee after exporters failed to deliver the quantaities of
freight upon which they had previously agreed to deliver. GIPES
therefore recognizes that before the Government can intervene in
order to raise the freight ceiling, producers must demonstrate
that they have increased exportable output to a higher
s1.stainable level.
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PROFILE 9

COMPANY: JARDIMA

ASSOCIATION: ASEPAS

DATE: Monday December 1, 1986

LOCATION: Km. 23, Route de Rufisque

TELEPHONE : 21.81.63 & 36.33.31 & 36.33.88
SOURCES: Michel Layousse, Financial Director

Andre Layousse, Administrator

1. OVERVIEW OF START-UP

JARDIMA i1s 8 subsidieary of the diversified family enterprise
"Groupe Fauzile Layoussge." The Layousse family immigrated from
Chrieiian Palestine to Senegal in 1887. Since those early years
they have progressed from one lank ain the agricultural commodity
chain to another. Initially the family prospered from groundnut
production and marketing. They then moved into commerce, then
transport, industry, and manufacturer representation for
machinery and transport equipment. JARDIMA wes fcormed in 1972 to
seize the opportunity for production and export of horticultural
crops. JARDIMA began first in Mali where, until recent years,
the company hase exported substantial quantities of mangaes.
During the period from 1981-1984 JARDIMA substantially developed
its tonnage to its present capecity nov as one of the largest
exporiers in Senegal.

The corporate hierarchy of the Groupe Leyocusse adheres
strictly to the family hierarchy. JARDIMA is the full-time
respaonsibility of André Layousse, one of the younger brothers.
The next eldest brother is Michel Layousse who 18 responsible not
just for financiel analysis of JARDIMA but of all the Groupe
Layousse enterprises. He earned his doctorate in mathematics in
France and continues to teach two hours a week at the University
of Dakar.

2. PRODUCT SELECTION

Lependence upon the commodities available in the Niayes
caontract farming system limits JARDIMA to the usual array of
crops. The company exportis six commadities including small
guantities of melon, okra, and tomato. The three leading
horticultural export commodities in Senegal, string beans
(filet), snap beans (bobby) and peppere, account for 99 percent
of JARDIMA exports. They lament the excessive dependence o.a a
handful of commodities and continue to consider alternatives.
JARDIMA, like most of the exporters, is constrained by the
availability of prouucts and producer know-how sa long as they
rely an contract farmers.
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3. MARKET STUDY AND DEVELOPMENT

JARD1IMA perceived the task of market analysis as a very
simple one. The limitations described in reference to product
selection apply to all aspects of horticultural marketing. The
firm remaine vigilant to new opportunities, but sees little point
in further formal market studies.

The company has considered adding two new commodities to its
line, one that would require utilizing the usual contract farming
scheme and possible alternative. Cherry tomatoes are becoming
more inter=sting in the European market as are the number of
farmers w.th experience is growing tomatoes or cherry tomatoes.
An original alternative that would probably offer a new approach
to product sourcing is papaya. The JARDIMA representatives did
not discuss thear analysis of the marketing potential for papaya.

4. PRICE NEGOTIATION

Once again JARDIMA emphasized that their procedures differ
little from other exporters. The Layousses emphasized only that
the result of the previiling production and market pressures has
been the gradual squeezing of profits to the point that, barring
fundamentel changes, the prices will prove insufficient to
sustain the various exporters in business. They foresee no
particular change in the process of negotiation, however.

a. LABOR QORGANIZATION

JARDIMA purchases about half of its volume on the open

market and half from contractors. Those contractors are
organized under forty-eight chefs de =zone. In response to their

need for increased oversight, the firm has subdivided some of
their contract zones to increase the total number of coatract
agente to 62.

6. COLLECTION AND PACKING

JARDIMA is one of the only companies employing a packing and
cooling system that compares well with the international industry
standard. The other such firm is the estate-grower SAFINA
(Profile 4.) For more discuseion see Subsection 8,
PROBLEMS/SUCCESS.
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7. GENERAL OPERATIONS

Seven JARDIMA techniciane aoversee the entirety of thear

contracted =zones. The company attempts to introduce marginal
improvements that may gradually improve performance and maintain
output in the face of daminishaing soil fertality. Machel

Layousse referred to inculcating a pride and improved approach to
farming techniques as part of a long-term on-going effort by the
extension staff.

JARDIMA attempts to involve the traditional political
leadership in their contracting process as much as possible to
enhance the sense of moral authority associated w th the chef de
zone and the sanctity of the contreact. When a farmer defaults on
a contract commitment, JARDIMA attempte to seize the crop. The
amounts recovered generally do little to offset the losses but
serve to increase the respect for the aimportance of the contract.

8. PROBLEMS/SUCCESS

The cutstanding feature of the JARDIMA approach to contract
exporting concentrates on improvement in post-harvest handling.
Along with SAFINA, the big estate grower (PROFILE 4), JARDIMA
operates one of the only pecking and cooling systews in Senegal
that compares vell with the international industry standard. The
system has reduced produce shrinkage considerably through its
humidity control mechanismn. Losses due to poor sorting have
dropped dramatically. The Financial Director did not claim that
the additional revenue from reduced losses has offset the
additional coste of operating the nev system. That calculation
is not clear. The distinct advantage he sees financially sariars
from the additional flexibility the system offers in the timing
of his shipments. Given the limitetions of controlling the
timing ox contract farmers, this additional flexibility in the
length JARDIMA can effectively hold its produce helps maintain a
competitive edge.

9. FINANCIAL RESULTS

Mr. Layousse did not report the JARDIMA financial results
during the interview, but expressed their willingness to open
their books should USAID or another institution committed to
concrete results express a serious comnmitment to becoming

invalved in reforms of the current syastem. Mr. Layousse
expressed skepticism thet other firms would be willing to
demonstrate the same openess in reveaeling their losses. The

distinct impression left by the interview was of a dwindling
opportunity for profit under the current state of affaire.
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1@. PROGRAM INTERVENTIONS

JARDIMA officials recommend an aggressive effort to open the
New York market. Part of the growing malaise of the Senegalecse
horticultural export industry deraves from the saturation of the
French market. The Layousses wnuld enthusiastically support any
efforts to facilitate entry intc that new market.

Simulteneously while striving to expand markets, JARDIMA
would like to reexamine the overall contract-farming production
mechanism. It is tovards this end that the firm expressed itse
willingness to open itself to a formal dissection.

The Layousses emphatically invited tne Director of USAID and
the Ambassador or any other official to involve themselves in the
reviev of the contract-farming system if JARDIMA or ASEPAS and
GEPAS could first receive their commitment to reach some
solution. They believe that another "forum” for discusezion is
irrelevant. What 1s needed is B8 commitment to act at the end of
8 conslidered appraisal of the situastion. Without such e
commitment the firm believes further information gathering is
pointless.
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PROFILE 1@

COMPANY: SENIMEX

ASSOCIATION: ASEPAS

DATE: Wednesday December 3, 1986
LOCATION: FIDAK Exposition Site, Dakar
TELEPHONE: 22.32.75 c/o Ousmane Ndiaye
SOURCE: Abdoul Rany Ben Geloune, President

1. OVERVIEW OF START-UP

Mr. Ben Geloune i a busineegsman who ventured into the

export trade in recent years. His own career began as a
prominent national athlete over twenty years ago. He moved on to
journalism and coaching, then insurance and the transpecrt
business. He has only been active in his current traede since the

early 198@s. SENIMEX reported export volume is minute, the
smallest of any firm with only twelve tons last year, or only
slightly more than one percent of the volume of the largest
export enterprises. Mr. Ben Geloune cleims the actual volume wag
in fact twice as much, thouah this is still less than the
smallest exporter.

Mr. Ben Geloune’s activities an the field have emphasized
his role as a promoter. He is current)y the President of ASEPAS.
(André Layousse of JARDIMA is Vice-President, even though has
firm dominates ASEPAS volume overwvhelmingly.) HMr. Ben Geloune
serves also as an Administrator of COLEACP representing Senegal
for the European based market newe serwvice.

2. PRAODUCT SELECTION

SENIMEX at present confinesg ite limited activities to green
beans. The proportion of the two types of beans principally
reflects the availability of the two at the time of purchase.

The acreage that Ben Geloune contracted did not produce according
tao plan.

3. MARKET STUDY AND DEVELGPHMENT

Mr. Ben Geloune is conetently looking to new market
opportunities 2o that he can diversify from the green bean
exports upon whaich SENIMEX has been dependent during his start-up
periad. He is currently considering exotic fruits in which he
has been involved in European tastinge and promotion (e.g.,
soursop and zapote.) Furthermore, he is considering the market
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for medicinal herbs and extracts, especially with a view to the
Eastern European and Asian market.

Other market opportunities that Mr. Ben Geloune believes
merit futher study by SENIMEX and other exportere include
technological eidvances in sea-freight storage. He 18 currently
examining the prospects for inter-African freight. Furthermore
he considers the opportunities for onion and potata storage for
local and regional markets. This appears to provide a promising
avenue for an otherwise stetic merket supplied by the current
contract-farming system.

4. PRICE NEGOTIATION

SENIMEX behaves as a praice-taker. The fairm elicais producer
prices from various growers. A high degree of price uniformity
tends to prevail. Mr. Ben Geloune ther calculates 1f his cost
structure enables ham to turn a profit cased on export price
expectations. In some cases he paye a premium ebove what other
exporters ere offering.

S. LABOR ORGANIZATION

SENIMEX held one grover contract last year, apparently an
individual grover rather than a chef de_zone representing a
variety aof growvers. The contractor defaulted. Mr. Ben Geloune
reportse that he took the case to court. His actual exporte wvere
purchases made on the open market, including a substantial
portion through his ASEPAS colleagues at JARDIMA.

6. COLLECTION AND PACKING

The only fixed installation SENIMEX requires is his input
supply storage in the Castor Market area of Dakar. The actual
sorting is done by hand by women ain a rural area near Thies and a
second area near SENPRIM in the Patte d’0Oie ares of Dakear. Mr.
Ben Geloune then arranges for a truck and a scale to pick up the
loads. The only cooling facility he utilizes is the airport pre-
departure facility.

7. GENERAL OPERATIONS

The preceding headings summarize the basic operations that
comprise the business of SENIMEX. In addition to praoviding basac
inputs to one contractor, Mr. Ben Geloune explains he has at his
disposal as technical advisor a friend who retired from a large-
scale rice production campany.
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8. PROBLEMS/SUCCESS

Mr. Ben Geloune perceives the airfreight limitations to be a
key problem compared to the productive capacity in place.

Furthermore he alleges that those firms t‘hat are entirely
Senegalese wvwork at a disadvantage to those exporters who have a
French presence. He claims that Air France has a pro-French bias
that influences the determination of allocaticn by the Airfreight
Committee.

Mr. Ben Geloune favors the development of a national label
and promotion group. He undoubtedly feels that small cxporters
cannot easily gain the market recognitaion larger companiec
achieve. Maintaining a high quality product at a caompetitave
praice is not enough. SENINMEX export shaipments were among the few
that the phytosanitary service at Yoff Internatiocnal Airport
characterized as "Good." 7

9. FINANCIAL RESULTS

Mr. Ben Geloune claims to have laost money during these first
few years of operation, without specifying the magnitude of the
losses. He singled out 1983 as a fairly good year fainancially
relative to the rest.

1@. PROGRAM INTERVENTIONS

Mxr. Ben Geloune favors the establishment of a CICES (Centre
International de Commerce Extérieur Sénégmlais) branch in Euraoe.
He notes that the smaller exporters are all Senegalese of
Senegalese origin. While the larger firms do not perceive an
important role for CICES, Mr. Ben Geloune contends that the
smaller national firms would all benefait from a united effort to
promote the produce of Senegal in foreign markets.

4 The four exporters characterized by this highest quality
of produce were: SENPRIM, SAFINA, JARDIMA, and SENIMEX.
SENIMEX’s rating may be attributable to the fact that JARDIMA
s0ld a considerable portion of SENIMEX’s volume to them. Both
JARDIMA and SAFINA possess the most advanced cecoling and packang
facilities in Senegal. SENPRIM quality is8 favored particularly
by the centrelized structure of the growing schemes situated near
the packing and storage facilities. The remaining exporters wvere
classified as "Assez Bon" (good enough) or in one case simply
"Asgez. "
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ANNEX II.A.
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ANNEX II.B.
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ANNEX II.C.
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ANNEX II.E.

SOEX

DISTRIBUTION OF COMMODITIES (1985—86)
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ANNEX II.F.

DRAME
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ANNEX II.G.

SAAF
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ANNEX ITI.H.

JARDIMA
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800

700 +

600

500 H

300

200

100 H

7

I ! | | | |
FILET BOBBY MELON TOMATD PEPPER CKRA EGGPLANT MANGO

/] METRIC TONS

84



MT

ANNEX TII.I.

SENIMEX
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SITUATION S AF E L (Abdoulaye TRAORE)
vis @ vis de la SAAF  au 31 Mars 1956

DEBIT CREDIT

Avances especes du 11/10/85 au 29/1/86. . 1.605.000 Frs
Livraisons semences et produits phyto...  356.000 Frs

Labours complets hectares » $¢¢¢v...... 300.000 Frs

Les livraisons melc s du 24/2/86 au

19/3/86  1.402 kg X 200 Frs w.owwnon... 280.400 Frs
2.261.000 Frs 280.400 Frs
Reste di & SAAF au 19/3/86 v.vuuvun.... 1.980.600 Frs
2.261.000 Frs 2.261.000 Frs

(UN MILLION NEUF CENT QUATRE VINGT MILLE SIX CENTS FRANCS CFA)

Fait & DAKAR, le 31 Mars 1986
Reconnu exact

Pour le Projet SAFEL

Monsieur Abdoulaye TRAORE

Lu e ’{'}gf‘ ¢




Fayw &'t
CONTRAT D'ACHAT DE MELON CAMPAGNE 1985/1986

Entre les soussignés

SAAF-SENEGAL, représentée par Messieurs René MATHURIN et
Magatte GUEYE, d'une part

Et ‘.5/4 FEZ représenté par Monsieur A& s ‘(%I TRAO

d'autre part,
I1 a €été convenu ce qui suit

1°) Monsieur J§)9}§EZL s'engage & vendre a la SAAF environ
60 Tonnes (501xante) de melons pendant la campagne 85/86 dans les
conditions ci-aprés

a) QUANTITES : Février 10 ‘'lcnmes, Mars 20 Tonnes, Avril 30 Tonnes.
(Ces chiffres sont approximatifs)

b) QUALITE : Export aprés triage et calibrage au lieu de condition
ment deésigné par la SAAF

¢) PRIX : Le prix est de 200 F CFA (Deux cents) le Kg

29) AVANCES CAMPAGNE

La SAAF consent & faire des avances constituées ce

a) 1 500 000 F CFA (Un million cins cent mille) a raison de 3 tran
de 500 000 F CFA (Cing cent mille) chacune aux dates suivantes
15 Octobre, 15 Novembre et 15 Décembre 1985

b) 10 Kgs (Dix) semences & 36 000 Francs le Kg

c) La SAAF met en location tout le matériel nécessaire a la prépar
tion des terrains, & raison de 50 000 F CFA (Cinquante mille)

l'hectare

d) Concernant le carburant consommé par le tracteur, il est & la c
ge du contractant.

3°) REMBOURSEMENT DES AVANCES

Le remboursenient des avances se fera & raison de 30 % du montan
factures de livraison de melons

40°) REGLEMENT FACTURES

Le réglement des factures se fera tous les vendredis pour les
livraisons de la semaine

50)  LITIGES

A défaut d'un réglement a l'amiable, seul le tribunal du commer
de DAKAR est compétent en la matiére.

o, Samr- fc,uedaaé

. SaErs) DROLas 0. 8T




ANNEX

AGRIBUSINESS CONSULTANT TRIP REPORT
(NOVEMBER 19 - DECEMBER 12)

A, Calendsxr

The schematic table below highlights the events
summarized in the text which follows:

TRIP CALENDAR

1 MON 1 TUES . WED . THOR . FRI 1 _SAT 1 SUN 1
' 118 119 120 121 122 123 '
' +PALO yC.MOCK IMTG CONT. DEPART .7AM-3PM | '
' 'ALTO TO IMEETINGS!10PM JFK.7PM FOR 'PARIS, RECOVERY!
' +WASH DC | 'OVERNITE: PARIS |DAKAR g g
) i : L JFKHOTEL | 110PM_ARE | L
124 125 126 127 128 129 1 30 '
i USAID | USAID, ISENFRIM, 'SAFINA, | SIDCA, | ADO,  SENPRIM
' & 1 ECOCOMM, | : i TOLL-SEL: WRITEUP.!DIR. &
. SEMPRIMIEXPORTER: SAAF . SAAF & SOEX i FARMS i
1 LCONTACTS ! L 1 : H
i1 2 ' 3 4 ' 9 6 V7 g
‘FIDAK, 1ADO, iGIPES, [|ASEPAS, /ADO, ' g '
'CICES, |ASEPAS, !FIDAK, |TDRAME, .SENPRIM, ! WRITEUP: FREE '
1 JARDIMA iDOC’N \SENIM®X [(SEPAM 1ONCA & | i i
H H ] 7 1MINAG 1 ! H
'8 19 CDG- 110 11 112 CONT. 113 114 '
i SONABANQ ! PARIS, ICDG-JFK,: C.MOCK IMOCK MTG! i :
'SENPR & | RUNGIS, |JFK-DCA | DISC & (DCA-SFO | : i
+DAC, DEP.: CFDT . 7PM . EDIT +ARR. 8PMI : g
L10PM 1 ! ! ! ! H !
V15 116 117 18 119 FIN | g '
' i TELCON | WRITE | CONT. I(DRAFT, ‘ ‘
' ‘P.LITTLE, DRAFT IWRITING !FEDEXPR | i :
H ! j_ (1 DAY)Y: (1IDAY)Y ¢ (1IDAY) . : g
1 JANUARY | 7 ' 8 9 110 11 '
‘ g » BEGIN | ' g : ‘
i g + FINAL | CONT v CONT. 1 ' ‘
' i . DRAFT . ' i g :
12 113 114 115 116 ) 118 '
i CONT. | CONT. 1 CONT .+ CONT : CONT.  CONT. | '
i+ FINAL ‘ i ' g i '
i DRAFT ' ' ' i i '
19 : i ‘ ' i i i
+ FINAL ' ' ' i : '
‘WRAPOLF | ' : ' ' i '
+ (1 DAY)Y. ' g ' ' g i
: ' : i i ' i .
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B. Irip Summary
1. Tuesday November 18. A1l day flight from San Francisco to

Washington via Detroit afier original flight cancelled.
2. Hednesday November 19. Briefing by Chris Mock.
3. Thursday November 20. Continue meeting with Mock. Agreed

on approach to field research. Calls to IDA and AID.
Left on evening flight for Dakar. Flight late. Qoliged
to overnight and reroute through Paris.

4. Friday November 21. New York airport hotel reading and
calling until 7PM flight to Paris.

5 Saturday November 22. Arrive Paris 7AM. Harmattan

bookstore collection of current articles and monographes on
Senegal, Mali, and agribusiness. Depart for Dakar 3PM. Arrive

Dakar 10PM.

6. Sunday November 23. Rest day.
7. Hondey November 24. Met with ADO staff. Contract Farming

liaison Ron Harvey (was acting ADO) away in Washington. Met
with new ADO Wayne Nilsestuen first day at post. Informed him
of mission and agreed upon level of support and debriefing
responsibilities. Met with Program Officer, Harold Libell and
Asst. Program Officer Campbeil McCluskey. AID documentation
center, Fatou Traore. Economic and Commercial Section staff,
following up on all previous contacts.

Met with SINPRIM acting director Lamine Ndiaye and staff
at Patte d’Oie.

8. Tuesday November 25. Continued USAID, Economic /Commercial

Section meetings. Received assistance from ADO staff and
ECOCOMM section to set up meetings for the following days:
Madelaine Sidibe Kane, Abe Boudrouge, Joe Sikes (Attache
replacing Clay Black who was so knowledgeable in inventory
interviews). Drafted agribusiness questionnaire. Continued
working from inventory.

9. HWednesday November 26. In-depth meeting with Lamine Ndiaye
and staff at Senprim. Afternoon meeting with SAAF, Aly Saleh.
Visited SENIMEX and SOEX sites. Unsuccessful in finding
directors..
10. Thursday Hovember 27. AID arranged for my transportation to
Sebikotane in the Cap Vert region despite Thanksgiving holiday.
Spent morning with Mounir Filfili at SAFINA office and plant.
Afternoon with Maguette Ngueye at SAAF in Dakar to
ccmplete questions Mr. Saleh referred to him.
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11. Friday November 28. SIDCA visit informed that all
functions handled by Toll Selection. Toll Selection visit with

Georges Venot. Interview and site visit.
SOEX interview in port office with Alassane Diallo.

12, Saturday November 29. Worked on ADO wordprocessor to write
up and edit field materials.
13. Sunday Ngvember 3Q. SENPRIM, met official director Waly

Ndiaye (transferred to Ministry of Rural Development, Bureau
Chief.) Accompanied by Acting Director Lamine Ndiaye to visit
Kirene and Baobab farms, original BUD estates.

14, Monday December 1. Visit to FIDAK Documentation Center and
met with CICES (former Centre Commercial du Commerce Exterieur)
Director Assistance-Promotion, Jacques Ndong.

Rufisque JARDIMA interview with Michel and Andre
Layousse.

15. Tuesday December 2. ADO initial debriefing as Mali

approval /disapproval was yet to be finalized. Chamber of
Commerce Mr. Danfakha and Mrs. Ndieng to followup on ASEPAS
meeting. Arranged meetings for remainder of stay.

16. Wednesday December 3. Met with GIPES representatives for
interview, Cheickh Ngane and Simon Dioh. Return to FIDAK.

Interview with Abdoul Ranyu Ben Geloune, SENIMEX.

17. Thursday December 4. Attended ASEPAS general meeting.
Interview Thierno Drame, Route de Rufisque.

Interview Michel Gaffari, SEPAM, Rufique.

18. Friday December 5. Final meeting and debriefing with ADO
Wayne Nilsestuen.

UNCA office to contact SYNJAMAR. Ministry of
Agriculture, Direction de 1’Agriculture. Me*', with Macoumba
Mbodji horticulture and aboriculture section head.

SENPRIM met with newly appointed replacement of Dir. Waly
Ndiaye, Mr. Ousmane SecXk.

19, Saturday December 6. Write up and organization of all
materials before final day on Monday.

20. Sunday December 7. Free day. {Visit to Goree Island with
other consultants.)

21. Mondsy December 8. SONATANQUE meeting with Alioune Fall,
GIFES commercial director. Final SENPRIM visit and return of

documents.
Direction de 1i’Aviation Civile, Air Freight Committee Mr.
Khayea.
Depart for Paris 9PM.
{Continued next page)
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22. Juesday December 9. Arrive Paris 7AM. Stored baggage and
proceeded directly to RUNGIS Wholesale Market. Met informally
with importers of products from roughly half of Senegalese
exporters. Extended meeting with Mr. with Mr. Jean Henri of
LaCours, importer for SIDCA/Toll Selection and some product from
various others.

CFDT meeting in afternoon. Key technical personnel
away. Future contact should be with G.y Mahdavi, frequent
contact of IBRD. Unable to meet with Mr. Dufour, who ans .;ered
brief questions through his administrative assistant.

23. Wednesday December 1Q0. Departing Paris on noon flight to
JFK. JFK delay. Arrived Washington 7PM.

24. Thursday December 11. Discussions with Chris Mock to

debrief and discuss presentation.

25. Friday December 12. Completed discussions with Mock to

agree on draft contents and continue debriefing her for Mon. Dec
22 IDA meeting.

Departed 5PM for San Francisco via St.Louis. Delayed.
Arrived Palo Alto 10 PM.

26. Wednesday December 17 - Friday December 19. Three days.
Completed draft trir results for Monday December 22 IDA Contract
Farming Team meeting, following on Tuesday December 16 telephone

conversations with Chris Mock and Peter Little..

27. Wednesday January 7 - Monday January 19. Completed final
draft of agribusiness consultant report. Equivalent of seven
full additional workdays (billing four.).
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ANNEX TIII
ADDITIONAL DOCUMENTS CONSULTED

The Contract Farming in Africa Project, through the
Institute for Development Anthropology, made available to the
Consultant the monographes and annotated bibliographic citations
published under the Proosect’s Cooperative Adreement. In
addition to these published materials, an invaluable source of
information throughout the research was the as yet unpublished
“"Contract Farming Inventory of Senegal” prepared by Christopher
A. Mock in April 1986 under this same ProJject.

The citations below refer to documents consulted while in
Senegal which were helpful in complementing the primary data
collected through field interviews:

"Communication en Conseil Interministeriel] sur le Maraichage",
Ministry of Rural Development, Dakar, November 29, 1984.

Crouzet, Jean G. "SENPRIM Truck Farm Operation”, Center for
Privitization, Project No. 15, September 19, 1986.

"Etude de Rehabilitation des Perimetres Maraichers", SENPRIM,
Ministry of Rural Development, March 27, 1986.

"Perspectives Campagne d’Exportation Maraichere 1986,/1987",
Direction de 1’Aviation Civile, November 1986.
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