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Executive Summary

This executive summary contains five sections, one for each of the principal topics
of this report. Each section is divided into two sub-sections, one containing
conclusions and the other recommendations. The sections are:

• Macroeconomic Perspectives and Issues

• Agricultural Production

• Agricultural Marketing,

• Micro and Small Enterprise Development, and

• Agricultural Credit.

Exhibit ES 1 is used to summarize quantitative impacts on Niger's economic growth
that could result from key recommendations.

A. Macroeconomic Perspectives and Issues

1. Conclusions

Reviewers of USAID's Proposed Country Strategy Plan, 1995-2002, raised
concerns about Niger's ability to achieve sustainable economic growth in excess of
its 3.3% rate of population growth. Some reviewers suggested that unless some
means can be found to achieve a rate of economic growth in excess of the rate of
population growth, USAID might be most effective if its strategy were to
concentrate exclusively on USAID's Strategy Objective 1 (S01). This strategy
focuses on family planning, maternal/child health services and child nutrition.

An exclusive focus on SO 1 would mean giving up the remaining two components
of USAID's proposed strategy, namely:

• S02, which involves efforts to improve access to markets, especially
through use of improved, decentralized financial services, and

• S03, which seeks sustained, widespread adoption of management practices
that improve conservation and productive use of Niger's forests, fields,
waters and pastures.

The overall conclusion of this study is that Niger is very likely to achieve an
economic growth rate in excess of 3.3% in the intermediate term (two to five
years). As summarized in Exhibit ES1, USAID can significantly assist the growth
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of rural farm and non-farm activities, and enhance both Niger's overall rate of
growth and rural participation in that growth.

For the long term (more than five years), Niger has strong possibilities for realizing
a rate of growth in excess of four percent per year. Gold resources alone could
add significantly to the GOP growth rate for at least 15 years. Gold's impact on
rural incomes could be 1.4% per year. Successful development of phosphate
reserves could also contribute substantially to GOP growth. Greater use of
pesticides and other agricultural inputs could add two percent per year to GOP.
Reference to Exhibit ES 1, which summarizes likely impacts or sources of
intermediate growth in Niger, indicates that gold production in the Liptako Region
could add 17% to GOP per year within five years. Uranium, by contrast,
contributed 2.6% of GOP in 1993, down from 13.1 % of GOP in 1984. USAlD's
strategy can help the GON channel its revenues from mining activity into
sustainable national growth.

iii
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Exhibit ES-1
Development Strategy For USAID/Niger's

Economic Reform and Microenterprise Program*

I. Agronomic Conditions in 1995 Hectares Hectares
(millions) (millions)

- Arable land is 15 million out of 128 million hectares 15.0" - 15.0"

- Area cultivated (increasing exponentially with yields -7.0" -9.0"
constant')

- Arable land seriously eroded -1.5 -4.5

- Residual arable land 6.5 1.5

- Irrigable land 0.27

- Currently irrigated land -0.07

- "Residual irrigable land 0.2

Impact on GOP
II. Proposed Growth Strategy Sectoral Impact Growth

Exploit gold reserves at Liptako US$ 185 million/year in 2000 17% increase2

New, totally private sector activity US$ 16 million/year in rural 1.4% increase
incomes

Establish a Cowpeas Marketing Agency Export 30,000 Tons/year to
Nigeria, Strengthen Credit & NGO
Activity

Exploit fertilizer reserves at Tahoua 25% increase in Crop Production 6% increase3

USAID technical assistance for: Reduced crop failure in droughts
- Phosphate mine development &
- Transition to cash input farming

Demonstration effect Improved seeds 2% increase4

To encourage use of: Water harvesting
Nitrogen fertilizer (NRMs)
Improved animal production

Devaluation stimulus to Niger/Nigerian trade Rural income effect 3.5% increases
Stimulation of:

Micro & small enterprises produce unrecorded GDP equal to - Agro-processing
50% of GDP in production & services - Non-farm enterprise

Redesign macroeconomic trade relations Improve markets for rural traders
- Develop defenses against non-FCFA zone devaluations

Agricultural marketing Can increase millet & cowpea 1.25% (i.e.,
- Better storage production by 10% & 20%, 5% of crop
- Private sector seed production respectively production) 3

- Better market information

Rural credit Complements rural income effects
- Mobilize $66 million bank reserves with semi-formal of gold, fertilizer and FCFA

intermediaries and USAID bank training devaluation

- Credit now available to 2 % of rural sector Facilitates business expansion
possible from devaluation

1/ Area cultivated grew at 5.6% p.a. from 1984-94. See Annex F3.
2/ Uranium contributed 2.6% of GDP in 1993, down from 13.1 % of GDP in 1984 when demand was still

strong for the mineral.
3/ Crops were 25.7% of GDP in 1993, which is estimated at $US 1.1 billion
4/ Animal husbandry contributed 13.7% to GOP in 1993.
5/ This increase due to devaluation of the FCFA equals the loss estimated to result from an almost equivalent

appreciation of the FCFA/Naira during 1985-87.
" Preliminary results of a Barents/KPMG & DAI sector assessment of Niger's rural sector. Draft date is 10/30/95;
file is strtagy4.xls.
"" High and low estimates inferred from incomplete data.

iv
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The ready market that exists for gold does not exist for agricultural production,
however. Widespread use of fertilizer and other agricultural inputs, though
physically productive, might not be economically feasible. Lenders view farmers as
high risk clients because of the variability of weather, uncertain commodity prices
when harvests are bountiful, possibly monopolized commodity pricing and volatile
exchange rates with Nigeria. Hence, even if weather and other aspects of
production are acceptable, market prices may collapse to such an extent that
revenues from good yields are still too meager to repay the financial sector. Such
a scenario impacts non-farm enterprises by weakening purchasing power and,
consequently, their rural markets.

This places the financial sector at risk. And, weaknesses in the financial sector
limit its ability to finance agricultural inputs and add buying power to commodity
markets. These weaknesses are largely explained by poor enabling conditions that
prevent adequate collateralization of loans. Major barriers to formal sector lending
in the semi-formal and informal sectors include a lack of understanding of these
markets, excessively high overhead costs and an inability to collateralize loans
effectively. Barriers to mobilization of informal sector liquidity, on the other hand,
devolve from two unique characteristics of informal loans. These loans are usually
or almost invariably (a) made on the basis of personal relationships and (b)
structured as an adjunct to another transaction by the two parties involved in the
transaction.

In short, formal sector intermediation requires loan sizes and risk protection that
are not widely available outside of the formal sector. The informal sector sidesteps
these problems by relying on personal relationships and generally structuring loans
as an almost nonspecific component of other transactions involving goods and
services. It solves collateral problems of lending by subtly converting lending into
delayed delivery of buy or sell sides of barter transactions. Hence, the informal
sector does not use intermediation because intermediation, by definition, involves
third parties.

USAID's credit projects are strategically positioned to participate in a pilot-test to
market cowpeas in Nigeria. The pilot-test would be for USAID to assist NGO's to
establish a Cowpeas Marketing Agency (CMA) that could establish trading relations
with cowpeas importers in Nigeria's formal sector. The new CMA should act as
agent rather than principal to protect its capital. \1

1/ The macroeconomic section of the report points out that marketing boards or groups with even the
most sophisticated management frequently fail. The foreign shareholders of the two French companies that
mine Niger's uranium and negotiate an annual contract price for it provide an example. Niger's contract
price for uranium was less than the world price until 1976. Then it doubled between 1975 and 1977, just
as the European spot-market price for uranium dropped sharply. Niger's contract price averaged 82.7
percent above the world price from 1980 to 1989. Moreover, in 1989 the contract price was 261.2
percent of the world price. Marketing boards seem to make profits at the expense of farmers, incur losses
at the expense of the government or taxpayers, and eventually are forced to close due to excessive losses.
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The CMA also offers 802 a macroeconomic perspective that helps insure cost
recovery in agriculture by improving loan collateralizaiton. This, in turn, will help
mobilize (a) liquidity in the formal sector and (b) both liquidity and intermediation in
the informal sector.

Macroeconomic policy can assist with the growth of intermediation by stimulating
effective demand for Niger's agricultural commodities. Effective demand is
demand expressed as financial buying power. For example, agricultural production
subject to effective demand is production that is sold for cash. In other words,
this production is monetized. If the cash realized from these sales is sufficient to
repay farm loans for inputs cost recovery occurs and the system is economically
viable.

U8AID's 802 focus, exclusively on access to rural credit, does not recognize that
agricultural production and marketing weaknesses need to be addressed to insure
cost recovery. At a more profound level, the lack of assured cost recovery in
agriculture combined with the lack of lender recourse to collateral are inextricably
connected with inability to mobilize liquidity in the formal and informal sectors.\2
S02 needs a macroeconomic perspective that helps insure cost recovery in
agriculture and effective loan collateralizaiton.

Macroeconomic policy can assist with the achievement of 802 in several additional
ways. First, it can help encourage the formal banking system to extend more
credit to farmers and the rural sector as a whole. Elimination in October 1993 of
the ability of banks to receive high returns by keeping their loanable funds in
Central Bank (BCEAO) bonds is an example of such a policy.

Interest rate policy is a second example of a macroeconomic policy that could
impact rural lending. Section E argues that interest rate ceilings on loans
encourage credit rationing away from women. Market determined interest rates
are likely to allocate more credit to women as credit allocation shifts to its most
productive uses.

Third, macroeconomic policy can promote free and open markets for agricultural
commodities. Poor transportation and storage, inadequate market information,
crop loans from informal sector lenders coming due at harvest time, potentially
monopolized commodity markets and very volatile exchange rates with Nigeria
reduce farmer ability to maximize farm gate prices at harvest.\3 802 can help

2/ The importance of collateralizaiton is discussed particularly well in Section E, Agricultural Credit.

3 A study of Maradi, Zinder and the five other important zones where traditional staple crops are grown
indicates that millet and sorghum prices normally peak in July, decline during the harvest months of August
through November and begin rising in December toward their annual highs in July. These price variations
were sufficient in the 1989/90 and 1990/91 seasons for retail grain traders to make estimated gross margins
of between 30 and 80 percent. In exceptionally bountiful years, such as 1986 and 1987, the prices of both
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with some of these problems, but macroeconomic policy, interpreted broadly, is
perhaps the only possible way to address possible monopolization of commodity
markets and Nigeria's currency fluctuations.

Finally, the GON might be encouraged to invest some of its foreseeable profits
from gold mining, a resource depleting activity, into indigenous development of
phosphate fertilizer, a resource restoring activity. \4

6. Recommendations

a. USAID could undertake a pilot-test to assist NGO's to establish a Cowpeas
Marketing Agency (CMA). The CMA would attempt to establish trading
relations with cowpeas importers in Nigeria's formal sector. The CMA
would fill a Nigerian demand for an estimated 30,000 tons of cowpeas each
year that was formerly met by SONARA, a defunct Nigerien parastatal. The
new CMA should act as agent rather than principal to protect its capital.

b. USAID's credit projects could provide loans to farmers for a portion of the
expected value of cowpeas delivered to CMA for marketing. Farmers would
be paid the balance of the cowpeas sales price after the CMA sells the
cowpeas and repays the farmers' loans. This constraint on the CMA could
be an opportunity for USAID's credit projects to mobilize liquidity in both the
formal and informal sectors and promulgate the practical use of
intermediation in the informal sector. Once the system works effectively for
cowpeas, perhaps it could be duplicated for other commodities.

c. Use the CMA related credit as a point of departure for developing
commodity markets and intermediation in the informal sector with
recognition that progress will be limited until Niger's legal system is
reformed to permit effective collateralization of loans. Also use the CMA to
reduce the estimated six months now required for foreign currency
conversion within the banking system (See Section .

d. Promote reform of Niger's legal system so that loans can be collateralized
effectively. Then proceed to develop intermediation in the informal sector as
fully as possible.

millet and sorghum dropped to a 10 year low of 20 to 25 F CFAlkg in the zones of Maradi, Zinder and Oosso.
This price decline occurred during a period of active GON price support policy, which was conducted through
OPVN, and is cited as an example of the failure of such policies. The study points out further that large grain
buyers use 38 collection networks in Maradi and 10 in Zinder. The managers of the networks set maximum
prices that buying agents are allowed to pay for grain each year. See, Characterization of Instability in Niger's
Cereal Markets, pp. 38 and 60.

4 Soil fertility constraints on plants and phosphate fertilizer development and promotion are discussed
in detail in Section B., Agricultural Production Management Through Drought Cycles.
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e.

f.

g.

h.

i.

j.

k.

I.

m.

n.

Promote crop diversification, first, toward traditional cash crops, particularly
cowpeas, and, second, toward high value export crops. Attempt to expand
the success in onions to other cash crops while differentiating between risk
involved in crops that are non-perishable (cotton), perishable within several
weeks (bananas) and more perishable (truck farm fruits and vegetables).

Promote multiplication and distribution of ICRISAT's new hybrid sorghum
seed via small enterprises. A similar opportunity is likely to occur for millet
within five years. The enterprises that distribute seeds can also provide
extension services to ensure that farmers use the seeds effectively. Initial
distribution of hybrid sorghum seed can be expanded into full-scale private
sector production and distribution of seeds as is discussed in Section III. C,
Agricultural Marketing.

Do not use agricultural credit for water harvesting or other NRMs projects
until cost recovery for loan payback is demonstrated.

Create transformation enterprises such as drying and canning for high-value,
perishable cash crops for which a strong demand exists regionally or
overseas.

Use minimum plot sizes of at least 0.5 ha and give farmers more control
over the water allocation process on new irrigation systems. Bankable
projects might also include private sector irrigation schemes of 5 to 10
hectares.

Refine and expand crop and market information provided in media reports
using information from AGRHYMET, SIM and other sources. Information
should be broadcast in several languages.

Efforts are needed to ensure that GON policies and donor projects do not
damage the development of sustainable SMEs.

Carefully rationalize the levels of authorized customs fees and road taxes,
and continue to eliminate unauthorized informal customs fees, road taxes
and tariffs on fertilizer imports.

Selected credit institutions should receive technical assistance for preparing
business plans.

USAID could design its monitoring and evaluation methodologies to utilize
information that credit institutions collect regularly through their loan
monitoring activities. These information sources could help measure
women's participation in financial activities. The simulation model presented
in Annex D could be used to help train evaluators.

viii
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o. Planning could begin now to use a portion of anticipated mining revenues for
rural development. Consideration could be given, for example, to
development of local fertilizer deposits, improvement of inf-rastructure for
agricultural marketing at the airport and in the Uptako region and stimulation
of transformation industries that focus on irrigated vegetables and meat
products.

B. Agricultural Production Management Through Drought Cycles

1. Conclusions

Arable land in Niger is estimated to be 15 million hectares, as noted in Exhibit
ES1.\5 Agricultural land use is growing at an exponential rate, but often at the
expense of rangeland for livestock. Very little fertile arable land is unexploited.
Most of it has been striped of its fertility due to poor agricultural practices. Grain
yields are stagnant or decreasing and conflict between farmers and pastoralists is
frequent and often tragic. Agriculture is unquestioningly becoming unsustainable
because it involves extensive, low investment farming.

Poor farming practices have caused erosion, which results in primarily crusted land
in Niger's Sahelian environment. Crusted surfaces cover between 10 to 30% of
arable land. Crusting reduces water absorption into soils. Studies suggest,
however, that water harvesting could increase water retention on nearly 16% of
agricultural land that is in production and on 18.3% of range land.

Agricultural risk management usually involves low input agriculture and turnover of
worn-out land in areas where land is available. This practice has led to
abandonment of an estimated one million hectares of land previously used for
agriculture. However, where population density is high and unexploited land is not
available chemical fertilizers are used on rainfed fields.

Ideally, (a) farmers will practice more intensive agriculture so that soil fertility,
yields and overall production will rise, and (b) land use for agriculture will no longer
expand uncontrellably onto rangeland for livestock. Conditions that could help
achieve these goals include:

• Greater use of inputs, particularly phosphate fertilizer and pesticides,
on relatively fertile land,

• Land tenure regulations that control land use among farmers and
herders and ensure access to land by those who restore its fertility.

5 Cited but not referenced in many reports, estimate is likely to have originated from INRAN, 1979
(Ouattara, 1995).
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Without a significant increase in production, improved natural resource
management will be limited to project sites and agricultural expansion will continue
to degrade the land.

2. Recommendations

• Promote the development of non-governmental organizations (NGOs).
These organizations, which have gained the right to operate
effectively within the GON's new democratization movement, can
perhaps help farmers pool resources for input purchases and
marketing.

• Promote intensive agriculture to restore soil fertility and reduce crop
risk from drought. Place highest priority on greater use of phosphate
fertilizer, which is the greatest agronomic constraint to improved
yields in most areas of Niger. Phosphate, more than other fertilizer,
promotes plant root growth to reduce the risk of crop failure from
drought. Greater use of phosphate is expected to increase farmer
confidence in intensive agriculture, boost yields sufficiently to release
resources to cash crop production, particularly cowpeas production,
and raise effective demand for additional agricultural inputs.

• Promote cash crop production, particularly cowpeas, to raise rural
incomes, encourage integration of agricultural and livestock
production which, in turn, will stimulate better resource management
practices such as use of fallow hay to supplement higher protein
cowpeas hay.

• Explore possibilities to develop phosphate rock at Tahoua, Niger for
domestic use on grain crops and perhaps for export.

• Retrain in soil and water conservation to eliminate damaging NRM's
practices and promote effective ones,

• Improve quality, distribution and authentic packaging of planting seed,

• Integrate pest management, improved markets, and secondary road
networks to help farmers increase food security. De-emphasize use of
cereal banks for food security,

• Protect livestock migration patterns, which are necessary for livestock
to continue to make substantial and largely unmeasured contributions
to GOP, by limiting agricultural expansion on range lands,

x
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• Preserve wealth embodied in livestock by promoting animal harvesting
technologies that permit better herd management and rapid de
stocking during exceptionally dry seasons.

• Establish financial intermediation in rural areas that can become a
substitute for livestock and, consequently, encourage better livestock
management.

C. Agricultural Marketing

1. Conclusions

Niger's most prominent, single export market is Nigeria, which receives the bulk of
Niger's cattle, hides, skins and cowpeas exports. Niger is also a leading onion
producer in West Africa. The violet de Galmi is particularly appreciated in the
regional markets of Togo, Ghana, Burkina Faso and the Ivory Cost for its long shelf
life and predictable production cycle.

Seed quality is an important constraint on agricultural production. During the 1988
growing season commercial seed production reached only 200 tons. This tonnage
addresses only 0.2% of the 92,000 tons of millet, sorghum, niebe and peanut
seeds (M3) that the Annual National Plan suggests is needed annually. The
effective demand for commercially produced seeds is also very low. Small farmers
in the Maradi and Zinder departments, for example, indicated that they do not
know where to get improved seeds or how to use them.

Where purchasing power is growing, however, the demand for improved seeds is
growing as well. INRAN is barely keeping pace with the demand for onion seeds
this year. Their onion seeds sold for 15,000 FCFA/kg in 1994 and 25,000
FCFA/kg in 1995. Seed demand is also strong for non-traditional export crops
such as sweet peppers, potatoes, tomatoes and peanuts. Donor projects also have
strong demand for seeds. For example, the FAO Project Maradi, Project PASP in
Tillabery, and FIDA/PSN in Aguie provide credit to farmers for inputs or sponsor
swaps of seed for grain.

Fertilizer is available and at relatively low cost, because Niger's private sector
imports subsidized fertilizers, mostly 15-15-15 and urea, from Nigeria. Border
prices of fertilizer fluctuate significantly because Nigeria periodically stops this well
established, but illicit fertilizer trade with Niger. Nigeria's interruption of fertilizer
exports is likely to end in the near future. A long-term constraint looms within two
years when the Nigerian government, submitting to GATT/WTO pressure, ends
fertilizer subsidies to its own farmers. This impending event gives new importance
to phosphate deposits in Parc Wand Akker in the Tahoua Department.

Credit is a major constraint to fertilizer use among small farmers. Many small
farmers purchase fertilizer from local businessmen on credit, and repay the loans
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with profits from their crops at harvest. In debt with no apparent option but to sell
their crops when everyone is selling, the farmers sell at very low prices to payoff
loans. Farmers in Zinder and Maradi report they sell niebe as low as 2,500
FCFA/100 kg sac at harvest time to repay loans to creditors. A few months later,
the same niebe sells for 4000- 7,500 FCFA/ 100 kg sac.

USAID/Niger's approach to agricultural marketing, for the most part, provides
credit programs to rural areas. Credit, after rainfall, can make the most significant
contribution to production by providing access to fertilizer, pesticides, storage and
other inputs. This one dimensional approach is very focused, allowing the mission
to plan, execute and monitor its activities with WOCCU, CLUSA and CARE.
However, credit alone may not be enough.

Two major obstacles related to agricultural marketing exist that USAID should
consider addressing. They are (a) inadequate input supplies of seeds, fertilizer,
pesticides and storage and conservation, and a policy structure for private sector
delivery of these inputs, and (b) a lack of output market structure. Efforts to assist
with agricultural marketing could build on USAID's well-respected credit projects,
especially if the current credit programs can be shaped to become independent of
USAID funding in the next five years.

2. Recommendations

a. Input Markets

First, a facilitator is needed to help the GON and donors structure a private/public
effort to increase production and use of commercial seeds and to develop a
national seed policy. The facilitator might be obtained through the USAID Global
Bureau Office of Agriculture's buy-in mechanisms to obtain technical assistance on
agricultural marketing.

Institution building aspects of seed production that need to be addressed include:
(1) strengthen relations and work plans among INRAN, seed multiplication centers
and extension services; (2) re-establish national and regional committees
(composed of small farmers, cooperatives at arrondissement and village levels) to
include both public and private sector representatives\6 (3) encourage both public
withdrawal from production of M2 and M3 seeds and incentives for cooperatives
and private companies to supply seeds on a for-profit basis.

Second, the GON should consider steps to reorganize public seed production
activities with actions that include: (1) decentralize current seed research and
multiplication systems; (2) cut costs at multiplication centers and INRAN, by (a)

6 The regional committees would distribute trial seeds to farmers and record farmer feedback, organize
workshops on seed distribution and use, sometimes with the Service d'Agriculture.
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pay small farmers multiply M2 and M3 seeds, (b) redefine seed varietal research
priorities and (c) strengthen INRAN's capacity to provide seed; (3) initiate quality
control systems in seed production and certification; and, (4) ma~ntain a national
seed security stock, while encouraging the creation of privately managed seed
security stocks.

Third, USAID's S02 and S03 committees should convene donors currently active
in Niger's fertilizer markets to discuss a common framework for external assistance
in the fertilizer market. The fertilizer market experiences both subsidized imports
from Nigeria that can have 50-100 percent price fluctuations during a season and
inconsistent donor interventions.

Fourth, USAIO/Niamey should collaborate with IFOC-Africa, INRAN and ICRISAT in
a pilot to encourage private sector exploration and exploitation of phosphate rock
in Akker, Tahoua. IFOC and INRAN have worked on this issue since 1982 and,
consequently, USAIO should not take a lead role. It should perhaps provide
technical assistance, market analysis and funding on an as needed basis.

b. Output Markets Recommendations

First, S02 and 503 should establish an ad hoc agribusiness advisory group
composed of perhaps 15 private/public sector representatives. It would help
develop policies for private sector firms and donors in input and output markets. It
could also help disseminate to the public information on:

• Conservation and storage facilities and techniques, particularly for
onions, cowpeas and maize,

• Market news on radio in at least three or four national languages,

• Market opportunities for the more lucrative commercial crops such as
cowpeas, souchet, produce (tomatoes, sweet peppers, other garden
vegetables) and onions.

The ad hoc group might become a West Africa Enterprise Network.

Second, the S02 committee should consider technical assistance for conservation
and storage of cereals, legumes and allium. A Resource Services Supply
Agreement, already in place with the U.S. Department of Agriculture, could be
used to obtain these services within three months of the date requested.

Third, hire an institutional contractor to procure and manage expertise to
strengthen subsector markets in five departments. The institutional contractor
should have experience in public and private sector collaboration in francophone
West Africa and draw on expertise in the U.S. food industry.

xiii



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

Several public and private sector representatives would like widespread donor
assistance with fertilizer through creation of donor sponsored t privately run
marketing boards. The boards would among other thingst set floor prices, trade
with small farmers, trade with larger producers and exporters and gain access to
formal Nigerian markets.

The potential usefulness of such a scheme is illustrated by the trading situation
with cowpeas. Nigerian traders in its formal sector have refused to accept
cowpeas from Niger since SONARA, Niger's erstwhile parastatal of cowpeas and
peanuts, shut down its operations. SONARA's peanut operations were losing
money, but its cowpea operations were profitable. Its cowpea exports averaged
30,000 tons annually, mainly to Nigeria. Now, Nigerian traders find Nigerts
informal sector unable to supply sufficiently large quantities of cowpeas at
acceptable quality.

Onion and garlic marketing need improvement. Four issues, that is, lack of credit,
poor storage and poor conservation techniques and marketing are considered to be
formidable constraints to improving Niger's market share on West African onion
markets. Dutch and German technical assistance have made progress in providing
credit and storage technologies to onion farmers in the Tahoua Department. These
interventions could be applied in other areas.

Nigerts share of the Ivorian and Ghanian, Togolese and Beninois onion markets is
between 40 and 60 percent, and 60 to 70 percent of the Burkina market.
Additional markets exist in secondary towns in West Africa, but lack of knowledge
about ECOWAS export activities, customs and transit regulations limits marketing
efforts in these towns. Furthermoret Niger's marketers have little access to formal
market operators. Nigerien merchants need information about competing products
and have limited capacity to react to competitive moves.

D. Micro and Small Enterprise Development

1. Conclusions

While estimates suggest that MSEs contribute 20% to overall GDP in Niger, the
many analytical and statistical difficulties in accurately measuring value added and
attributing it to non-agricultural MSE activity leave considerable room for doubt
about the reliability of this figure. What is more important, however, is the
perception shared by most observers that the MSE sector is the most dynamic
sector of the economy and is currently responsible, along with agricultural
production and marketing activities, for most of the economic growth that is
occurring in Niger.

Strong evidence exists suggests that MSEs do indeed playa particularly important
role in contributing to manufacturing and service sector GDP. As shown in section
D-5, production in the peanut oil sub-sector alone amounts to over 50 percent of
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total formal sector agro-processing production. MSEs in other sub-sectors likely
contribute much more to overall value added. Once all these sub-sectors of MSE
activity are factored in, it becomes clear that the majority of manufacturing and
service activities in Niger are carried out by MSEs.

The seasonality of MSE income is particularly important in contributing to improved
food security in rural areas. Since most non-farm MSE income comes at a time
when rural households have few other income producing alternatives, it provides
needed income just at the times when they are most vulnerable to food shortages-
thereby reducing their vulnerability.

It is widely recognized that women in Niger could playa larger economic role than
they do currently. This is due mainly to cultural factors which inhibit women's
ability to interact in with strangers, differences in educational attainment and the
greater difficulties women face in obtaining access to capital. Although these are
generalized constraints that affect women in both the formal and informal sectors,
there is little doubt that barriers to women's participation in the MSE sector are
relatively less constraining than in most other economic areas. According to 1987
figures from the Direction de la Statistique, women owned 29% of the 130,000
microenterprises surveyed.

Two important assumptions that USAID has made in its approach to S02 are:

• Assumption 1: Accelerating growth in both primary sector agricultural
production and the MSE sector, when taken together, will lead to an
overall rural sector growth rate superior to the three percent rate of
population growth; and

• Assumption 2: MSE sector growth can be accelerated most effectively
by expanding access to financial services.

As regards Assumption 1, evidence suggests that MSEs do indeed play an
extremely important role in contributing to manufacturing and service sector GDP.
Production in the peanut oil sub-sector alone amounts to over 50 percent of total
formal sector agro-processing production. Case studies of the Hides and Skins and
Fruit Juice and Processed Fruit Products subsectors suggest that aggregation of
output from all MSE activity exceeds formal sector production in manufacturing
and service activities in Niger. Thus the Mission's strategy of focusing on micro
level enterprises as a key leveraging point for influencing economic growth is
thoroughly rational. This is where the bulk of value-added enterprises are found.

Significant growth can be achieved only if there are improvements in the operating
environment for a large number of MSEs. This environment can be improved
through (a) creation of sustainable financial institutions that can reach large
numbers of borrowers, including MSEs, and (b) growth in processed agricultural
exports (which are virtually non-existent at present) through development of formal
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sector SMEs that are capable of standardizing the production process, enforcing
quality standards and negotiating the logistics of international marketing.
Though larger markets, particularly export markets for processed _goods, offer the
greatest growth potential, the policy environment in the formal sector limits access
of both SMEs and MSEs to these markets. MSEs tend to remain small and
continue to operate in their restricted markets rather than become SMEs. SMEs
almost certainly cannot escape participation in the formal sector. Consequently,
they invariably endure the tax and administrative burdens of this sector. These
burdens include both investment and labor management interference and
cumbersome administrative requirements for exporting and importing.

This chapter points out that both SMEs and MSEs respond to market opportunities
very efficiently, but it implicitly suggests that such opportunities are usually small
and uncertain. This makes growth prospects uncertain. Uncertain growth limits
the need for the credit, technology and training that are suggested in the chapter.
This uncertainty enhances, however, the Chapter's conclusion that USAID's most
effective strategy might be to concentrate on policy constraints. Though perhaps
the most important rationale for this strategy is the need to expand market demand
for both MSE's and SMEs, reasons cited in the Chapter to concentrate on policy
constraints include:

• Other donors are planning or studying interventions which should
make significant contributions to addressing firm-level constraints for
SMEs, and

• USAID has significant experience and strength in the analysis of policy
constraints affecting the private sector.

The Chapter suggests that, given these two factors, the results-package that
USAID should be building around S02 must include actions to address some of the
policy constraints identified in section D-5 of the Chapter.

As regards Assumption 2 concerning the Mission's focus on financial constraints
on rural MSE growth, they almost certainly pose the most immediately constraints
facing most MSEs. Notwithstanding policy constraints, many MSEs have the
capacity to expand their operations if they could find reliable and convenient
sources of credit. The need for medium-term credit, to allow multi-year term loans
to accommodate more expensive and durable pieces of equipment is particularly
great.

Credit to SMEs has added importance because women have less access to credit
than men, particularly when credit is rationed quantitatively or allocated at
subsidized interest rates. USAID's efforts to stimulate credit to SME's is
particularly important for women because women are much more prominent as
both entrepreneurs and workers in MSEs than in SMEs. According to 1987 figures
from the Direction de la Statistique, women owned 29 percent of the 130,000
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microenterprises surveyed. The peanut oil case study contained in this Chapter
shows that certain areas of MSE activity are the exclusive domain of women.
Besides peanut oil, women are particularly dominant in such agro--processing
activities as shea butter production, onion and tomato drying, dairy product
processing, cotton spinning, straw mat weaving, and beverage processing. They
are also run most restaurants in Niger and are active in artisanal pottery and
furniture making. By contrast, female employment in formal sector SMEs is much
less frequent.

The non-financial constraint, improved access to technology, is largely a question
of promoting new technology development efforts. These efforts are most easily
accomplished in-country by bringing together local and foreign specialists to
develop affordable prototypes with local materials. This sort of "technology
incubator" already exists in Niger and is supplied by the PROFORMAR/NIGETECH
projects. There is little reason for USAID to duplicate these efforts.

In addition to finance and technology, the issue of MSE lack of technical skills is a
serious issue. Although many NGOs provide basic business skills training, there
are fewer options available to individuals who want to rapidly acquire technical
competency in such common MSE productive areas as tailoring, woodworking,
metalworking, or equipment repair. Skilled artisans have little incentive to train
large numbers of people who would then compete with them in the market. To
facilitate the growth of MSEs, therefore, new ways are needed to leverage the
technical competence among existing MSEs to train greater numbers of workers.
As a complement to its financial sector focus, therefore, USAID could profitably
investigate new forms of technical training which will help develop sustainable
training modules. These modules should encourage training by altering the
incentive structure facing traditional artisans.

2. Recommendations

The following section presents an array of recommendations to USAID to support
the Missions S02 objectives in the area of enterprise development.
Recommendations differ somewhat for MSEs and for SMEs.

a. Recommendations for Promoting MSE Development

(1) Finance

USAID should support measures which will permit a rapid expansion of credit to
large numbers of MSEs. Specific recommendations and illustrative activities to
expand the supply of credit available to MSEs are specified in detail in Section E of
this chapter. It is crucial, however, that USAID's strategy for providing financial
services include activities to significantly increase the ability of financial institutions
to reach large numbers of MSEs. Without attention to this result, it is unlikely that
S02 will contribute to significant MSE sector growth. Unsustainable credit
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programs, which neglect the savings element and merely recirculate donor provided
funds, are unlikely to provide the quantum increase in loanable funds that would be
necessary to make a significant dent in the total credit needs of Nigerien MSEs.

Increase the ability of NGOs to provide medium term credit. Although MSEs
require both short- and medium-term financing, the virtual absence of medium term
loans makes capital financing a particularly pressing problem. To strengthen
NGOs' capacities to deliver medium-term credit, NGO personnel will need to
receive training in the assessment of medium-term credit risk and in the
management of loan portfolios with average durations of over a year.

Utilize NGO and donor-supported financial institutions to monitor MSE activities.
Regularly collected data on the number, amounts and repayment rates of loans
made by NGO credit programs to MSEs by sub-sector could provide a very useful
data base for assessing the evolution of MSE activity. Unfortunately, most NGOs
either lack the capacity to provide such information or they must go through a
time-consuming examination of their records each time they want to produce such
information. Therefore USAID should consider ways of encouraging NGOs to keep
such statistics. This almost certainly would involve NGO staff training in simple
statistical and data base operations and provision of adequate software. In
addition, after supplying the necessary technical, and possibly financial help USAID
may also require regular data reports from the NGOs' credit programs it supports in
order to compile its own data-base on MSE activity.

(2) Access to Improved Technology

Leave the development of technology packages to other donors. Current donor
efforts in Niger to develop appropriate technology for MSEs, mainly the
PROFORMAR and NIGETECH projects, are making significant contributions. Given
the experience of the ILO and EDF in supporting these initiatives, and the relative
inexperience of USAID in technology development, this should not be a particularly
high priority area for USAID assistance.

Increase the ability of NGOs to provide medium term credit. Availability of
intermediate credit will facilitate MSE purchase of technology packages that require
longer payback periods.

(3) Technical Training

Promote technical training that disseminates skills of existing MSE artisans in a
sustainable manner. The need for a more rapid and flexible system for technical
training can best be met by exploring new ways of leveraging the technical
competencies that already exists in the MSE sector. While this is easily done by
paying MSE artisans with donor-supplied funds to give technical training courses,
as some donors are currently doing, such efforts are rarely sustainable. These
efforts rely on donor financing and do not attempt to link student tuition or
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training-fees to the remuneration of the MSE technical trainers. This makes the
entire effort dependent on the continuation of donor support. A promising model,
which places more emphasis on sustainability than on most donor technical
training programs, has been developed by Ecole Moderne de Formation
Polytechnique (EMFP) with the support of CARE in Maradi. This experience
warrants closer investigation.

(4) Management Training

Continue to encourage the delivery of basic business management training to
borrowers in NGO credit programs engaged in MSE start-up activities. For credit
programs that are designed to encourage start-up MSEs, it is essential that credit
be accompanied by some form of business skills training focusing on cost
accounting and sales strategies. The provision of this supplemental training is
already a common practice in most donor credit programs and a wide variety of
Nigerien NGOs have come into existence to provide such services. In designing its
future credit programs, USAID should also require borrowers to make significant
cash contributions to the cost of such training programs. This would enhance both
the sustainability of such programs and encourage better targeting by making sure
that recipients have a real interest in the training. If necessary, the initial
contribution could be included in the NGO loan package. These training efforts
should place special emphasis on offering business skills training (possibly
combined with basic literacy courses) to women, as low literacy and rudimentary
educational levels are important limitations on women's ability to operate
successful MSEs.

Encourage the development of fee-charging firms offering management consulting
and other services to MSEs. The need among more advanced and successful
MSEs for management advice going beyond the basic business skills training
offered by most NGOs could best be met through growth of specialized consulting
firms. USAID could help develop this fledgling business service by:

• Conducting a market feasibility study to estimate the demand and
willingness to pay of potential MSE customers for such services as
export market identification and brokering; assistance in the
development of loan applications; payments and collections services;
investment and feasibility analyses; and market analyses.

• Subsidizing training for potential MSE consultants in areas that show
particular promise. Such opportunities may prove to be viable
alternatives for laid-off civil servants.

• Eventually subsidizing or investing in start-up consulting firms
targeting MSEs. It is ironic that, while donors do not hesitate to offer
subsidized credit, which many MSEs could pay back at unsubsidized
rates, they show little interest in subsidizing MSE service providers.
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(5) Donor Coordination

Participate in the GON "Programme Cadre de Promotion du Secteur Privett
(Programme Cadre) initiative, should this develop into an effective forum for donor
coordination on issues affecting MSEs. The MDICAT, with the help of the UNDP,
is in the process of elaborating the Programme Cadre to promote private sector
development and improve the coordination between various projects active in
private sector development. Two facets of the Programme Cadre that are of
particular relevance to USAID are:

• Coordination of various MSE activities. This component calls for the
creation of an MSE Coordination Unit ("Cellule de Concertation pour la
Valorisation des Aides pour Ie Developpement des Micro et Petites
Entreprises") which would monitor MSE projects and sponsor
discussions and research on issues affecting the promotion of MSEs.
Possible USAID funding of this unit and use of the unit to allocate
USAID-financed technical assistance would give USAID a broad entree
into the definition of MSE policies on a national level. The Unit could
improve dialog between USAID and other donors on such issues as
the sustainability of MSE interventions.

• Programme Cadre's call for the creation of a Private Sector
Coordination Committee ("Comite de Coordination") regrouping the
major donors, GON officials and private sector representatives; this
body has the potential of being a useful forum for promoting
coordination among donors on issues affecting MSEs. USAID
participation in this forum could also give it increased leverage in
discussions with the GON and other donors over important MSE policy
issues.

The Programme Cadre is still only a conception. Other donors, particularly the
French, have expressed interest in participating, but its initiatives must be defined.
USAID support, at this early stage, could encourage other donors to join and
increase the likelihood that eventual interventions would be useful and gather
broad support.

b. Recommendations for Promoting SME Development

(1) Finance and Management Training

Encourage other donors to focus SME credit and management training on
businesses with strong links to the rural sector. To support its efforts to stimulate
rural sector growth, USAID should encourage other donors active in promoting
SMEs through credit and management training and focus a significant share of
project resources on MSEs in such areas as agro-processing.
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(2) Policy environment for SME development

USAID possesses two strong tools for influencing the policy environment for SME
development:

• Non-Project Assistance (NPA) for budgetary support to the GON to
encourage specific policy changes in favor of SMEs, and

• Economic policy research capacity, primarily provided by the PASPE
project, to create a greater awareness of the costs of policy
constraints on SMEs.

Both of these tools should be mobilized to promote policy reforms which address
the policy constraints highlighted above.

E. Agricultural and Rural Enterprise Credit

1. Conclusions

The financial sector in Niger has formal, semi-formal and informal components.
Popular confidence in financial institutions is very low. Since the end of 1992
savers have lost 28.2 billion FCFA from deposits in four failed banks. This partly
explains the considerable surplus savings in the economy while bank deposit rates
are low. Much of the rapid growth of the credit unions in the semi-formal sector
may be attributed to pent up demand for savings institutions due to lack of
confidence in the banking system.

The informal sector is functionally less capable of intermediation than the formal
and semi-formal sectors even though it possesses the bulk of potentially loanable
assets in Niger. Most of its liquidity is hidden in household coffers or invested in
livestock or other assets. Asset immobility is attributable to a lack of confidence in
the few existing financial institutions and their remoteness from rural areas.
Moreover, intermediation is not a distinct, third-party activity in the informal sector
as noted in Section 1, Macroeconomic Issues. Instead, credit is combined with
other transactions of goods and services among well-known acquaintances. This
practice probably evolved to help protect creditors against default in an
environment which does not provide legal recourse to collateral. Consequently,
intermediation is not a stand-alone business activity in the informal sector.

Less than five percent of Niger's population is considered to have access to formal
or semi-formal savings facilities, while less than two percent have access to loans.
Positive growth in real per capita income would require either a ten fold increase in
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donor funds for semi-formal lending to rural and MSE activities\7 or a significant
mobilization of formal and informal sector liquidity for productive activities. It is
unlikely that the former will occur, so regardless of the obstacles, mobilization of
formal and informal assets for rural use is the only viable strategy.

Mobilizing liquidity in the formal and informal sectors and long-term demonstrations
of intermediation in the informal sector are two ways that USAID's credit projects
can promote this strategy. Achievement of this objective will require:

• Transformation of the intermediaries themselves into efficient, well
run and sustainable organizations,

• Use the USAID projects to mobilize the $0.66 bl. in excess liquidity in
formal sector banks for loans in the semi and informal sectors,

• Improvement in enabling conditions, particularly labor and trade laws,
commercial codes and enforcement of lender rights, and

• Use of these intermediaries to establish the concept of useful
intermediation in the informal sector in order to begin mobilization of
its estimated $1.1 bl. in liquid assets.

Self-sufficiency is an essential goal of USAID's three intermediation projects. They
are designed to be catalysts for change, and consequently short-term losses can be
expected - just as they occur in any start-up venture. But all three projects need
and currently do not have business plans that specify loan volumes and spreads
necessary to breakeven or marketing plans to be used to become sustainable.

Women are the principal victims of highly subsidized non-sustainable financial
services. There is a growing body of evidence in Niger and elsewhere which
suggests that women's economic activities are profitable, and that they are able to
pay the full costs of obtaining financial services. Women are more likely to have
access to funds priced at full cost than where significant subsidies are involved.

Credit necessary to support a four percent increase in GDP will necessitate greater
levels of capital than donors are able to provide. This implies institutional growth
based on mobilized indigenous capital. If development is the mobilization of
indigenous resources for productive use, existing financial service projects should
evolve into intermediaries capable of mobilizing local capital. Profitability,
however, is a prerequisite for this evolution. There is no mention in the Proposed

A tenfold increase in clients of formal and semi-formal financial institutions is an arbitrarily
selected figure. A tenfold increase would mean that 50% of the population would have access to savings
services and 20% of the population access to credit. Assuming that the majority of this increase would
take place in the most productive regions of the country, this expansion is likely to sustain growth.
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Country Strategy Plan 1995-2002 that the USAIO funded programs will need to
increase their profitability in order to achieve the projected magnitude of outreach.

The projected increase in loan demand in the Proposed Country Strategy Plan
1995-2002, is insufficient to support the level of growth needed to have a positive
impact on GOP. To have ten percent annual growth in the rural sector, increased
investments of 50 percent need to be made if return on equity is 20 percent. If
return on equity is 10 percent! investments must increase at 100 percent per year
to achieve 10 percent growth in GOP.

For growth to have a reasonable equity distribution financial services need to be
available to at least 10% of the population of Niger. It is proposed that targets be
expanded to increase the level of financial services to 4.0 billion FCFA or $8 ml.
by 1999, with 350,000 clients by the same time increasing to 8 billion FCFA in
2002 with 500,000 clients. Such growth will only be feasible if existing semi
formal financial institutions earn enough profit to attract these levels of capital. No
new injections of capital should be needed.

USAIO/Niger can do much to strengthen the enabling environment conducive to
financial sector growth, support the existing institutional capacity to meet this
challenge and coordinate with donors to best respond to real demands for savings
and loans. In addition! it can support training of collective groups that can
function as retailers of financial services, strengthen the capacity of its three
projects to achieve operational self-sufficiency and ultimately profitability, and
encourage commercial banks (a) to on-lend through semi-formal intermediaries and
(b) to help pressure for reforms in the enabling environment.

In Niger and elsewhere women have greater access to financial services when the
interest rate are high enough to eliminate incentives to ration credit on
considerations other than price. When markets rather than political power ration
credit women get more of it. The repayment rates of loans to women's groups
managing individual loans suggest that the returns to investment in training more
groups in the financial management skills needed to be effective retailers of
financial services is worth the cost.

While indicators of women!s access to credit need to include numbers or
percentages of total borrowers, particularly for Congress! an important lending
principle should not be forgotten. That is! although it is easier to target women as
beneficiaries of activities than it is to alleviate the constraints on women!s access
to loans, elimination of constraints is the only sustainable approach. Once the
constraints to women!s access to financial resources are alleviated, women will
access these services when it is profitable for them to do so.
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2. Recommendations

a. Semi-formal Financial Institutions

The faltering CARE/BRK project illustrates the need for USAID to take a more
active role in monitoring and evaluating its financial service projects. While an
earlier report was heralding the BRK as a likely success, the institution itself was
foundering. If the USAID funded financial service projects, particularly BRK and
CLUSA, are to achieve significant outreach, efficiency and sustainablility, they will
need more guidance and direction.

CLUSA/SICR has been operating for two years with little idea of interest rates
needed for it to become profitable. WOCCU has fared better because it operates
on the basis of an established methodology and MIS. These two features have
enabled it to monitor itself more effectively than either CLUSA or CARE.

CLUSA/SICR is considering becoming a member owned etablissement financier.
BRK is headed toward becoming a mutual savings and lending institution under the
upcoming revised banking law. When these institutions transform themselves, and
no longer receive USAID subsidies, USAID will no longer help control their
objectives.

USAID should actively help its financial service projects to become profitable and
sustainable. Support should not include capitalization. Technical assistance and
training funds, however, could be used to:

• Identify financial objectives that can be measured in terms of outreach,
returns to equity and capital, loan volume and IRR;

• Set a fee or interest rate structure that will enable NGOs to become
profitable;

• Design and implement management information systems (MIS) appropriate
to each institution and its objectives,

• Train management and staff to grow and respond to market demand, and

• Establish clear operating procedures, particularly with regard to employee
performance, compensation and debt recovery.

• Establish regular internal and external audits.

b. Enabling Environment

No major growth in financial services for enterprise finance is possible without
alleviating the enabling environment constraints. Producers need to be free to
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export their products without obtaining special permission. The powers of the
Inspection de Travail need to be greatly curtailed. Licensing of enterprises
including operating permits, needs to be de facto and not just de-jure simplified.
This will generate demand for loans. The procedures to seize and liquidate the
assets of defaulted borrowers must favor the lender and not the borrower. This
will increase supply of loanable funds.

A summary of specific actions that USAID could help generate to improve the
enabling environment are:

• Curtail powers of the Service de Main d'Oeuvre and its Inspection de Travail
(as has already happened in Senegal and Mali);

• Liberalize border trade with Nigeria, including elimination of export licenses;

• Eliminate the need for permits to own and operate generators and water
storage facilities.

Rewrite credit contract law to allow for seizure and liquidation of borrower
assets without court approval requirements;

• Allow any asset usufruct or fee-simple asset to be used as collateral;

• Specify shorter delays between repossession and sale of seized assets;

• Reduce delays in litigation over credit contracts due to inefficiency and
corruption;

• Specify in the upcoming revised banking law that non-mutual financial
service organizations may mobilize borrower savings without obtaining
special authorization.

c. Lending Capacity of the Formal Sector

Action that USAID can take to strengthen the commercial banking sector's
capacity to extend financial services to rural and MSE clients includes:

• Support part or all of the costs of employing, equipping and training a rural,
micro and small enterprise lending person who will work for one or more of
the commercial banks. These costs would include training, salaries, a
computer, a printer, and a budget for field follow-up of clients. USAID
would support these costs for a period of two years. After two years the
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income generated from the rural and MSE loan portfolio should cover all of
its associated costs and USAID should be able to withdraw its support.\8

• Conditionalities should be tied to USAID support of commercial bank staff.
Participating banks must agree:

• To reduce loan guarantee requirements from current levels of 100
percent or more to 75 to 80 percent now and 50 percent in two years
provided borrowers or on-lenders have an established repayment rate
equal or superior to 95 over the prior three years.

• Access guarantee funds only after all collection efforts have been
made and after borrower collateral is liquidated.

d. New Financial Services Activity

• If CLUSA/SICR is unable or unwilling to continue to on-lend funds of formal
sector banks, USAID should support the creation of a new institution whose
function would be to broker loans between commercial banks operating as
credit wholesalers, and associative groups who would receive training and
manage a bank loan parsed out to its members. These small groups would
function as credit retailers.

e. Training in literacy and numeracy.

• Identify key transformation activities and train potential borrowers to prepare
business plans and loan applications.

Annex D

Annex 0 summarizes a simulation model that was developed as an ancillary
activity to the work of this study team. The model is intended to estimate the
production and economic impact of gradual implementation of a variety of natural
resource management activities. These activities include, for example, application
of water harvesting, organi~ and chemical fertilizer, managed fallow, animal
traction and field trees.

This model, like other simulation models, is a tautology. That is, it assumes a
series of explicit conditions needed to achieve a goal, and then it traces the rate at
which these conditions achieve the intended goal. Generically, simulation models
generate suspicion because they are "black boxes" which can only be understood

8 The BOA representatives contacted during this study indicated that a two billion CFA rural and SME
loan portfolio would provide cash flow sufficient to justify dedication of a staff person to this portfolio. The
total loan portfolio of the BOA in August 1995 was only 2 billion F CFA.
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and evaluated through careful study. As a consequence, the models are not
very helpful when seeking consensus on policy issues. They can, however,
be very useful instruments for teaching relationships between variables
embodied in various subsystems. As a consequence, this model is
suggested as a means to develop and implement monitoring and evaluation
methodologies.

Finally, all of these recommendations apply to the short and intermediate term, that
is, perhaps the next ten years. Within this ten-year time period, program activities
related to SO 1, particularly family planning, must reduce population growth.
Otherwise the gains likely to be achieved during the next ten years will be eroded
by the demands of a population that is not likely to be supportable by available
resources.

Annex E

This annex contains a spread-sheet system to analyze the viability, dependency of
internal rate of return on a range of exogenous costs and timing of expenditures
and payments of a rural and or microenterprise lending project. While it was
originally designed for the NCBA/CLUSA credit project which operates as a broker
service, it can be used with only minor modifications for any rural or MSE credit
project. This annex includes a set of worksheets and a diskette. The diskette
enables the user to change any of the a priori conditions. The model requires that
the user have access to Lotus 123 version 4 or Microsoft Excel version 4 or
higher. Model parameters can be changed to respond to particular needs.
Worksheet B is the input sheet; worksheet A is the data sheet; worksheet C holds
hidden formulas for calculations used in the model. Users should make a copy of
the model before using it. It is also helpful to change only one variable at a time to
isolate the impact of individual change.

The strength of the worksheet is that it models all financial flows over a
sufficiently long period of time for an institution to become sustainable (15 years).
It calculates institutional sensitivity to performance, growth, expenditures, and
inflows. The pdncipal weakness of this annex is that it lacks the accounting
perspective. The model would be stronger if the tables were presented in the form
of consolidated financial statements, separating income statement and balance
sheet information, and providing separate cash flow analysis.
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Preface

The field work for this study was conducted in Niger during the period August 10
through September 9, 1995. The core team included Dr. Allen LeBel (KPMG), Joe
Tabor (KPMG), Jerry Brown (USAID), Tom Lenaghan (DAI), and Olaf Kula (DAI).
They were assisted by local consultants Maina Boukar (Maina Boukar Consulting
Services) and Dagra Mamadou. Dr. Kjell Christophersen (IRG) worked particularly
closely with Joe Tabor (University of Arizona) to prepare a simulation model that
describes possible scenarios of agricultural production in Niger. This simulation is
contained in Annex D of this report. It was also submitted as a stand-alone report
by the International Resources Group, Ltd.

Comments on the first draft of this report are included as Annex L. The comments
are extensive, thoughtful and much appreciated. Sources of comments are:

• Consensus summary,

• Comments by AFR/SD/PSGE,

• REDSO social scientist,

• Strategic Objective 2 (S02), i.e., Improve access to markets especially
through use of improved, decentralized financial services,

• International Resources Group,

• USAID/Niger/NRMA,

• Expanded strategic objectives team, and

• Kokari, (the banking intermediary for cooperatives managed by
CLUSA).

The comments were critical and constructive. They emphasized the need for a
rigorously edited draft of the report that stresses openness to international trade,
the need for policy reform related to each section of the report, the use of NGO's
and other organizations in the informal sector to help pressure for policy reform
and a multi-dimensional approach to increased agricultural production rather than
the report's perceived over-emphasis on fertilizer development.
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List of Acronyms

-
AFCEN Association de Femmes Commercantes et Entrepreneurs du Niger

AFVP Association Francais des Volunteers de Progres, Niamey

APOR Action pour la Promotions des Organisations Rurales

ASDG Agricultural Sector Development Grant (USAID/Niger)
(SDSA)

CCAIAN Chambre de Commerce, de I'Agriculture, de l'lndustrie, de
I'Artisanat de Niger

CLUSA Cooperative League of the USA

CNCE Centre Nigerien de Commerce Exterieur

CNPF Centre Nigerien de Perfectionnement en Gestion

CNUT Conseil Nigerien des Utilisateurs de Transports

DANIDA Cooperative Danoise

DPA Direction de la Promotion de I'Artisanat (MDICAT)

DPM Disaster Preparedness and Mitigation Project, USAID

EDF European Development Fund

EMFP Ecole Moderne de Formation Plytechnique

FAO Food and Agriculture Organization of the United Nations

FCFA Franc Communaute Financiere Africaine

FIDA International Fund for Agricultural Development (IFAD)

GIS Geographic information system

GON Government of the Republic of Niger

GPS Global Positioning System

GTZ Gesellschaff fur Technische Zuzammenarbeit

ICRISAT International Crop Research Institute for the Semi-Arid Tropics

IFAD International Fund for Agricultural Development, Rome (FIDA)

IFPRI International Food Policy Research Institute

ILO Intenational Labor Organization
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IIMI International Irrigation Management Institute (Institut International
de Management de l'lrrigation)

-

ILO International Labor Organization

IUCN The World Conservation Union (UICN)

MDICAT Ministere du Developpement Industriel, de Commerce, de
I'Artisanat et du Tourisme

MH/E Ministere de I'Hydraulique et de !'Environnement

MSE Micro and Small Enterprise

NGO Non-governmental organization

NPA Non Project Assistance

NRM (improved) natural resource management

ONAHA Office National des Amenagements Hydro-agricoles

ONERSOL Office National de l'Energie Solaire

OPVN Offices des Produits Vivriers du Niger

ORSTOM L'lnstitut Franc;:ais de Recherche Scientifique pour Ie
Developpement en Cooperation

PASPE Projet d'Analyse et de Suivi de la Politique Economique (USAID)

PNGRN Programme National de Gestion des Ressources Naturalles (World
Bank)

PNUD (UNDP)

PROFORMAR Projet de Formation Modulaire de I'Artisanat Rural (ILO/EDF)

SDSA (ASDG)

SIM Systeme d'information sur les Marches, OPVN

SME Small and Medium Enterprise

SMO Service de la Main d'Oeuvre

SNCP Societe Nationale des Cuirs et Peaux

SNV

SOMEA Societa per la matematica e I'economia applicate, Rome

UICN Union mondiale pour la nature (IUCN)

UNDP United Nations Development Program (PNUD)
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UNIDO

USAID

United Nations Industrial Organization

United States Agency for International Development
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I. Introduction

The members of the team were:

Allen LeBel PhD. Economist. Director of Research
Team Leader, KPMG for Washington Investment Corporation

and International Futures Corporation

Joe Tabor Associate Researcher, Office of Arid
Production Agriculture Specialist, KPMG Lands Studies, University of Arizona

Merle Galloway Undergraduate in Accounting at Florida
Project Financial Sector Research A&M. Intern at the United States
Assistant Agency for International Development,

Niger.

Jerry Brown Office of Sustainable Development and
Agribusiness Advisor, USAID/Africa Agribusiness Unit
Bureau

Tom Lenaghan M.B.A.; M.A., African History. Deputy
Microenterprise Specialist, DAI Director, Economics and Policy Analysis

Group, Development Alternatives, Inc.

Kjell Christophersen Ph.D. Economist. Senior Manager,
International Resources Group.

Olaf E. Kula M.S., Agricultural Economics. Former
Specialist in Small and Medium sized senior staff member, GEMINI,
Enterprise Development Development Alterntives, Inc.

Maina Boukar Moussa Economic Consultant, Niamey, Niger

Dagra Mamadou Legal Consultant, Democratization
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II. Methodology

The study involved a literature review and briefings in Washington, D.C. and field
work in Niger during the period August 10-September 9, 1995. The field work
required extensive interviews, compilation of primary data collected in country
from GON and NGO organizations. Use of topic guides for small surveys and other
methodological techniques used by selected team members are referenced in
relevant sections of the report.
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III. Findings

A. Macroeconomic Issues of Rural Growth

1. Importance of rural areas in production and job generation

Agriculture is Niger's most important economic activity, with a twofold
contribution to prosperity: first, agriculture enhances the national wealth; second,
it provides a vehicle for job creation.

When viewed within the context of gross domestic product, rural production has
remained extremely important despite intermittent declines occurring under the
country's various economic regimes. As of 1993, rural production was
approximately 44 percent of GOP.

The rural sector also supports a wide variety of other activities and services which
employ the majority of the rural population, in particular its poorer segments.
According to the results of a national study of the informal sector and
microenterprises conducted in June 1987 and March 1988, "informal" activities
are carried out in the rural areas by approximately 50 percent of the heads of
households not directly involved in the agricultural sector (see Tables A-1 and A-2).

Table A-l
Rural production with respect to the GOP between 1987 and 1993

1987 1988 1989 1990 1991 1992 1993
GOP (current pnces) 532.966 546.016 546.697 554,807 558,264 557.668 554,872
Rural Production 207,844 220,440 214,042 232,217 241,638 244.325 244,242
Percent of GOP 39.0 40.4 39.2 42.0 43.3 43.8 44.0

GOP % - Agnculture 22.6 25.0 22.8 24.6 26.1 26.2 25.7

GOP % - Livestock% 12.4 11.4 12.0 12.9 12.7 13.1 13.7

GOP % - Fishmg and Forestry 4.0 4.0 4.4 4.5 4.5 4.5 4.6

Source: Economic results of Nations. Initial results, 1992 and 1993.
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Table A-2
Employment in Niger

1985 1988 1990 1992 1995 (h) 1995 (b)

Population (OOO's) 6.5 7.2 7.9 8.4 8.9 8.9

Economically Active Population+ 2.9 3.2 3.5 3.8 4.2 4.2
(OOO's)

Civil Service employees (all) 35,400 39,100 41,300 42,100 42,000 41,000

Public enterprises employees ++ 14,500 15,000 13,000 12,500 8,000 9,500

Modern private sector employees ++ 14,000 18,000 15,000 11,500 25,000 20,000

Unemployed '+. 45,000 53,500 58,800 63,700 39,000 68,000

Urban informal active population 324,390 356,539 395,792 433,128 523,012 418,409

Rural informal active population 2,505,209 2,747,580 3,025,907 3,282,355 3,528,098 3,629,400

• The activity rate is increased by 40% as compared to the census, to compensate for the women's activity rate which is too low

++ These estimates correct upwards the data given by the employers (Employment Directorate) and downwards the data given by
the workers (census) .

• ++ Estimates based upon the 1988 census, which include people seeking their first job and registered unemployed workers

Sources: Statistics Department, Employment Department, Ministry of Finance

As shown in Table A-2, the rural sector provides the most work opportunities,
employing on average about 85 percent of the work force. In the area of food
security, the rural sector remains the chief provider of goods, in particular grain
products. In 1992, rural production in cereal comprised over 95 percent of the
total grain reserves of the country. Furthermore, following the mining sector
(uranium), agro-pastoral activities are the main avenues of export. In 1993 1 they
were 23 percent of the country's total exports (Tables A-3, A-4).

Table A-3
Main exports between 1987 and 1993 (in tons)

1 1987 1988 1989 1990 1991 1992 1993

Total Exports 31,757 61,881 86,224 147,567 152,004 141,707 114,236

Uranium Amount 2,908 6,587 6,553 7,034 2,963 2,963 2,969
Percent 9.1 10.6 7.6 4.8 1.9 2.1 2.6

Rural Production Amount 21,157 45,973 68,132 128,746 135,125 114,629 93,913
Percent 66.6 74.3 79.0 87.2 88.9 80.9 82.2

Livestock and Fisheries Amount 1,808 16,371 15,644 33,956 76,618 59,391 57,632
Products Percent 5.7 2.6 18.1 23.0 50.4 41.9 50.4
Agncultural Products Amount 19,349 29,602 52,488 94,790 58,507 55,238 36,281

Percent 60.9 71.7 60.9 64.2 38.5 39.0 31.8

Source: Foreign Commerce, Final Figures, 1987-1989-1990-1991-1992-1993. Statistics and National Accounts Department

2
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Table A-4
Principal Exports 1987-1993

(millions of FCFA)

1987 1988 1989 1990 1991 1992 1993

Total Exports 93,863 85,941 77,710 76,939 78.348 71,742 62,535

Uranium Amount 85.343 74,928 65,324 63,706 56.251 50,328 45,865
Percent 91.0 87.2 84.0 82.8 71.8 70.1 73.3

Rural Production Amount 3,961 5,784 7.157 7.118 17,460 14,832 15,203
Percent 4.2 6.7 9.2 9.2 22.2 20.7 22.7

Livestock and fishery Amount 649 37,70 3,466 3.265 15.081 12,746 12,460
Products Percent 0.7 4.4 4.4 4.2 19.2 17.8 19.9
Agricultural Products Amount 3,312 2,014 3,691 3,853 2,378 2,086 1,743

Percent 3.5 2.3 4.8 5.0 3.0 2.9 2.8

Sources: Commerce exterieur: resultats detinitifs 1987-1988-1989-1990
1991-1992 et 1993

There is tremendous potential for future growth of the agricultural sector 
including product diversification - which would translate into additional exports.
Numerous studies, including the World Bank's "Niger: Agricultural Growth
Strategy," have demonstrated that exports of several agricultural products, such as
the "niebe" and onions, have increased in recent years. Niebe production has
grown from 115,000 tons in 1985 to 400,000 tons in 1993; onion production,
from 44,000 tons to 170,000 tons over the same period.

Another potential source of exports, cattle, remains largely unexploited. Meat,
animal skins, and leather production are export areas which could be given greater
emphasis. Moreover, the rural sector holds many other opportunities for product
diversification. Of particular interest are the exports of souchet and "henne"
(currently exported to Algeria and Libya), gum arabic, other vegetable products,
garlic, and the poivron, which is very popular in the eastern parts of the country.

2. Agricultural markets

Various reforms initiated since the mid-1980s have facilitated private sector
participation in the marketing of agricultural products. These include the lifting of
regulations governing prices of agricultural goods, the suppression of monopolies,
and the incremental elimination of government subsidies to rural areas.

These reforms have stimulated competition in cereal markets and have promoted
the emergence of new players. In general, however, the reforms are having an
impact only in the larger food markets. Smaller areas continue to depend on the
initiative of villages (small shops, group purchases) and the involvement of small
suppliers, who continue to play an important role.

3
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a. The internal market

The internal market for agricultural products encompasses primarily the buying and
selling of millet, sorghum, rice, and corn. These products, bought from producers
in rural areas and in part imported from Nigeria, are sold in the main urban centers.

The growth potential for such markets is limited. This is due not only to the
relatively small size of the market but also to a decrease in purchasing power as
the result of currency devaluation (prices have consequently risen and wages, in
real terms, have decreased).

b. Regional markets

Most of the markets for agro-pastoral products have evolved transnationally, with
little relation to national borders. Principal areas include northern Nigeria as the
result of frontier areas of Ditta, Gaya, Konni, Maradi and Ziner, as well as the
following countries: Benin, Ghana, Chad, Mali, Burkina Faso, the Ivory Coast and
Algeria. These markets together received exports of 34,000 tons of "niebe" and
23,000 tons of onions, comprising about 10 and 13 percent of the 1992
production, respectively.

Historically, in terms of volume, Nigeria has been Niger's primary trading partner in
the region. Nigeria alone imported, in 1993, 21.74% of Niger's total exports;
13.15% of all imports came from Nigeria, a figure just slightly surpassed by France
and Japan.

Trends in the popularity of certain goods in Nigeria are consequently responsible
for the types of products exported by Niger. The export of peanuts, for example,
has been replaced by "niebe" and "souchet," which are both products in great
demand in Nigeria.

In other agro-pastoral areas, Nigeria is extremely important for the exports of cattle
and of "niebe." . Nigeria absorbs at present over 80% of all cattle exports, and
90% of exported "niebe," leather, and animal skins.

After Nigeria, other African countries also represent important export markets for
Niger's agro-pastoral products. This is particularly true of onions, which constitute
55% of exports to the Ivory Coast, 20% of exports to Ghana and 15% to Benin;
the remainder is shipped to Togo and Nigeria.

c. International markets

The only pertinent market outside the region is France, which receives exports of
string beans.

4
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3. The impact on the rural sector of the potential growth related to Nigeria and the
CFA zone

a. Potential for the rural sector

As mentioned above, rural products such as the " niebe," onions, and animal
products (meat, skins, leather), are prized in various African countries, in particular
Nigeria and other West African nations. It is obvious that all changes with respect
to trade with these nations, such as the devaluation of the CFA and the increase in
the Naira will have positive effects on the competitiveness of agricultural products
emanating from Niger. These should translate into an increase in products sold
and, consequently, in total revenues.

b. Potential for the urban sector

Since the devaluation of the CFA franc, food products costs have risen and now
represent, in urban areas, over 50% of the average expenditures of a typical
family. According to a study evaluating budgets and total family expenditures
from 1989 to 1993 in Niger, food represented 50% of total family expenditures in
Niamey, 64.8% in Tahoua, 52.9% in Tillabieri and 58.8% in Ziner. This has had a
positive impact on local agricultural producers. Local products such as millet and
sorghum have recently seen relatively low price increases of 10 and 30 percent,
respectively, while imported cereals such as rice and corn have increased 40 and
70 percent over the same period. The lower-priced local products are
consequently in greater demand.

It is important to note that this phenomenon is relative. Local producers of cereals
whose earnings come almost entirely from the sale of their products also ultimately
suffer from the price difference in imported goods; their purchasing power is
diminished as the price of all types of imports continues to rise.

Most imports have increased in price by over 70 percent and most products
necessary to everyday life (gasoline, soap, batteries) have nearly doubled on
average. The price of oil for lamps has even increased fourfold in recent months.

c. The impact of the industrial sector

Although the relationship between the rural and the industrial sector is far from
fully developed, it should be noted that several industries linked to the processing
of agricultural products have benefited from the devaluation. This is the case
for"Riz du Niger," a rice-processing company. Its sales have increased
exponentially as its product has become very cost-competitive in comparison to
imported rice. The same can be said of Sahelio, a company which processes fruits
to make syrup, jams, and fruit juices.
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Both of these industries are supplied locally; producers along the river provide rice
and others in Maradi supply fruit. Increases in sales, along with some increase in
prices for each company's products, has translated into larger purchases of
agricultural goods for processing.

The positive impact of the devaluation on these industries motivates a greater
volume of production and encourages more efficient use of the factories (Sahelio is
currently only producing 20 percent of its full capacity).

d. Tourism

Despite recent setbacks stemming from the economic crisis which has plagued
Niger since 1981, as well as security problems in the North (an otherwise
wonderful tourist area for foreigners, Europeans in particular), the tourist industry
has tremendous potential (Chart 5).

Table A-5
Number of Tourists Per Year, 1989-1994

Year Number of Tourists
1988-1989 2997
1989-1990 2791
1990-1991 2050
1992-1993 250
1993-1994 540

Source: Ahmed Sandy, BABA paper, 1994.

In 1991, a generally strong year, the sector saw the emergence of 620 new
"permanent" jobs as well as 111 seasonal positions. It is easy to extrapolate from
this that an increase in tourism would have positive effects on job creation in the
rural areas which host most of the tourists. It is in these areas that local guides
are recruited. Furthermore, the development of the tourist industry can benefit the
informal sector,· particularly artisans who produce art objects that are highly prized
by foreign visitors.

To maximize the great potential of the tourism industry however, it is necessary
and urgent to find a solution to the problem of transport, especially air transport
which is prohibitively expensive due to the airline monopoly held by Air France and
Air Afrique.

6
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e. Mining

Although USAID does not expect to provide assistance to Niger's mining sector, an
overview of the country's economy focusing on potential for GDP growth should
not neglect it. Successful exploitation of gold reserves, under liberalized
concessions, might add as much as 15% annually to GDP.

Niger has long depended upon uranium exports as its chief source of foreign
exchange. In recent years, however, uranium earnings have declined. Exploration
for gold has been underway for 30 years, and the existence of significant reserves
- discovered under UN auspices - has been known since the early 1980s. These
are located in Niger's western region, bordering Burkina Faso.

Most important to current economic growth was the discovery of gold in the
Liptako area in 1985. The area is said to have attracted 20,000 artisanal miners
who have succeeded in small gold panning operations.

Initially, the GON turned the Liptako deposit over to one of its parastatals
(ONAREM) for exploitation. ONAREM made very little progress until it formed a
joint venture with the Canadian mining company, Etruscan Enterprise, Ltd. on
September 16, 1994. On January 10, 1995 the GON granted this joint venture
team a permit to explore and subsequently mine a fully specified area.

Now, the GON has adapted a policy of implementing mining development
exclusively through for-profit corporations. It has divided nearly all the Liptako
region into 10 blocks of approximately 150 - 200 square kilometers and plans to
grant separate mining concessions for each block. Many internationally prominent
mining companies are preparing bids. By the end of October 1995 the GON was
expected to have granted concessions to companies for these 10 blocks.

By February, 1996, the GON is reported to have granted concessions to additional
mining companies that include:

• Bar-rick (North America's largest gold producer\9 and the most
profitable gold producer in the world)\10,

• Imperial Metals,
• Afro-Geo Hausa, and
• Capricornius\11.

9; Barrick Gold Corporation, 1994 Annual Report, p. 4.

10; Randall Oliphant, CFO Barrick, Speech, February 1996, p.1.

11; Richard Gordon, of Etruscan Enterprises LTD.'s finance department stated that these four gold
mining companies, and perhaps others whose names he did not know, have obtained concessions in Niger
since September, 1995.

7
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The impact on Niger's economy is expected to be significant. Very conservative
forecasts suggest the strong likelihood that at least one medium-sized mine will be
developed on each of the 10 sites. Once developed, each mine might easily
produce, on average, 150,000 ounces of gold per year.

The economic impact of the mine exploration and development process (that is,
the pre-production phase) is likely to last about two years for each mine. During
the first year, the exploration period, each company is likely to spend up to $1.8
million. Exhibit 2, Mining Sector Analysis, indicates that this translates into rural
income of $235,600 per mine. During the second year, the construction phase,
each company is likely to spend $2 million in local markets and generate over $1
million in rural income.

Once running, each mine will contribute approximately $37 million to GDP
annually. Five mines, each producing 150,000 ounces of gold per year, would add
$185 million per year to GDP. This would raise the 1993 GDP estimate contained
in Table A-1 from 555 billion FCFA to 647 billion FCFA, an increase of 16.6%.\12
All five mines would add perhaps $0.5 million to rural income in 1995, $2.5 million
in 1996, $5 million in 1997 and continued growth in subsequent years to a plateau
of perhaps $16 million per year.

Each operational mine is likely to use reserves on less than one percent of each
block of land and each mine is likely to last for 10-15 for years. Mining companies
usually try to find more reserves than they mine each year. Hence, probabilities
are high that new mines on each of the 10 sites will be developed during the lives
of the initial mines.

Table A-4 indicates that uranium, the current major export commodity from Niger,
is estimated to have contributed $91. 7 million to GDP in 1993 (45.9 billion FCFA).
Hence, the $185 million expected from five gold mines in perhaps five years would
be twice uranium's 1993 contribution to foreign exchange. Moreover, it will
slightly exceed uranium's contribution to GDP of $170 million (85.343 billion
FCFA) in 1987, the last of the highly profitable years for the mineral.

12/ The 50 percent devaluation of the F CFA that took place on January 12, 1994 is likely to increase
the rate of growth of GDP, at least for the next few years. If GDP without gold production is five percent
higher in 1995 than in 1993, gold's contribution would be 15.8 percent rather than 16.6 percent.
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f. Impact of Exchange Rate Changes on Industry and Other Sectors

Despite substantial investment efforts in the 1970's, Niger's indl:lstrial base is
small. Other than uranium mining, formal sector industries are textiles, food
processing, chemicals, metal works, and paper products. These form part of the
secondary sector which, not including mining, accounted for 10.7% of GOP in
1993.\13

Industrial exports other than uranium are minimal. As Table A-4 above indicates,
uranium and rural production accounted for 73.3 and 22.7%, respectivelYI of
export earnings in 1993. This leaves just four percent of exports attributable to
non-rural activity. Customs data indicates that this four percent is comprised
mainly of cigarettes, textiles, sandals, used clothing and insecticides. Insecticides
are normally classified as in-transit for re-export.

Several factors suggest that naira devaluations have had a significantly negative
impact on Nigerls industrial growth. Data on Nigerls foreign trade are very
uncertain due to mainly to its porous southern border with Nigeria. Nigeriens
export livestock and cowpeas in exchange for small manufactured goods l gasoline
and other consumer goods. Illegal trade and unrecorded trade in livestock and
cowpeas is estimated at FCFA 29.4 billion for 1987. This amount is 28% of
overall official exports and 225% of livestock and cowpea exports. \14

Nigeria's impact on economic activity in Niger is due to its proximity, size and very
volatile currency. Its population and economy are approximately 15 times those of
Niger. As a consequence, domestic market prices for Niger's non-uranium exports
are largely determined by Nigerian prices. Moreover, Nigeria/s currency (the naira)
fluctuates widely in relation to Niger's FCFA, largely due to Nigerian monetary
policy. Yet Niger's membership in the UMOA precludes exchange rate devaluation
as an adjustment policy.

Despite a fixed nominal exchange rate, Nigerls real exchange rate fluctuated
significantly in the 1980s. For example, it depreciated 15.2% in terms of Niger's
major European-trading partners during the period 1981-84. Then it appreciated
37.7% against the Nigerian naira between 1985-88\15. Higher priced European
goods were non-competitive with domestically produced goods in Nigerl and
consequently domestic production in Niger was not stimulated. On the other hand,
the devaluation of the FCFA against the naira is estimated to have resulted in a
direct loss of FCFA $13 billion per year in export revenues, the equivalent of 3.5%

13/ IMF, Niger - Statistical Annex, February 10,1995, p. iii.

14/ Paul Dorosh, Niger: Economic Fallout from a Uranium Boom, in Adjusting to Policy Failure in African
Economies, ed. David E. Sahn, Cornell University Press, Ithaca, NY, 1994, p.170.C

15/ Dorosh, Niger: Economic Fallout, p.178.
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of rural incomes in 1987.\16 This loss was mainly from reduced sales of livestock
and cowpeas.

Longitudinal studies of FCFA countries suggest a need for Niger to develop trade
policies to offset Nigerian currency devaluations and yet remain within the UMOA.
Comparing GDP growth rates of FCFA and non-FCFA countries, Devarajan and de
Melo found that from 1960 to 1982, FCFA countries grew faster than their non
member trading partners. They found that the reverse was true in the 1980s. On
average, the real exchange rate in the non-FCFA countries depreciated by about
30% in the 1980s, and their average annual export growth equaled 2.6% per year.
During the same period, UMOA countries experienced almost no change in real
exchange rates and annual export growth of only 1.5% per year.\17

Niger did use import and export tariffs extensively until tariff rates were lowered on
a large number of imported items in May 1987, reportedly as an effort to reduce
tax fraud. \18 Tariffs are not a viable option for Niger now for a number of
reasons. Not only does its SAP agreement with the IMF precludes tariffs, but it
lacks the administrative capability to establish and rigorously enforce them.

4. Policy Requirements for Growth

a. Financial Sector Requirements for Rural Growth (802)

USAID's Strategic Objective 2 is to "increase rural access to markets primarily
through use of improved, decentralized financial services. IT USAID's three financial
sector projects and other donor projects include necessary elements for helping to
build a semi-formal credit facility. \19 In order to succeed, this facility must
mobilize an estimated $66 m of liquidity in the formal sector for on-lending in the
semi-formal and informal sectors. It could succeed even more dramatically if it
could mobilize some portion of the estimated $1.1 billion of available liquidity in
the informal sector.

Substantial barriers that prevent semi-formal mobilization of formal and informal
liquidity are discussed in Section E, Agricultural Credit. Semi-formal mobilization of
at least some of these funds, however, is essential for economic growth. Loanable
funds in the semi-formal sector now are mainly donor contributions and these
contributions are too small to have a significant impact on economic growth.

16/ Doroch, p. 178.

17/ Dorch, p.181.

18/ Dorosh, p. 178

19/ This interpretation is expanded in Section E. Agricultural Credit.
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Major barriers to formal sector lending in the semi-formal and informal sectors is a
lack of understanding of these markets, excessively high overhead costs and an
inability to collateralize loans effectively. Barriers to mobilization-of informal sector
liquidity, on the other hand, devolve from two unique characteristics of informal
loans. These loans are usually or almost invariably (a) made on the basis of
personal relationships and (b) structured as an adjunct to another transaction by
the two parties involved in the transaction.

In short, formal sector intermediation requires loan sizes and risk protection that
are not widely available outside the formal sector. The informal sector sidesteps
these problems by relying on personal relationships and generally structuring loans
as an almost nonspecific component of other transactions involving goods and
services. It solves collateral problems of lending by subtly converting lending into
delayed delivery of buy or sell sides of barter transactions. Hence, the informal
sector does not use intermediation because intermediation, by definition, involves
third parties.

The lack of use of intermediation in the informal sector can also be inferred from
rural savings practices which include cattle, money keepers and tontines. None of
these systems involve third party movement of savings to borrowers. Even
tontines can be viewed as a two party system. By contrast, USAID's credit union
project, WOCCU, is operationalizing the concept of intermediation because the
credit union acts as a third party for savers and borrowers.

Macroeconomic policy can assist with the growth of intermediation by stimulating
effective demand for Niger's agricultural commodities. Effective demand is
demand expressed as financial buying power. For example, agricultural production
subject to effective demand is production that is sold for cash. In other words,
this production is monetized.

Effective demand is to be contrasted with overall demand which includes
subsistence needs and other wants and desires that cannot be met with available
financial resources. Macroeconomic policy needs to focus USAID's strategy on
agricultural growth that can be directed toward effective demand. A strategy
focusing on subsistence demand is not sustainable because agricultural inputs have
a cost that must be recovered through output sales. Otherwise the activity is not
sustainable.

Though later sections of this report identify possibilities to dramatically improve
agricultural production, such possibilities will not be sustainable unless marketing
achieves cost recovery. For example, development of domestic phosphate
deposits, greater use of pesticides, improved seeds, storage and conservation
practices require cost recovery to be sustainable.
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Cost recovery, in turn, is possible only if markets are improved. Niger is
disadvantaged by volatile exchange rates with Nigeria, and evidence indicates that
Niger's domestic markets for subsistence commodities may be dominated by
monopsonistic buyers. Section C, Agricultural Marketing notes that farmers need
protection from being forced to sell their crops at the seasonally low prices
occurring at harvest time.

USAID's S02 focus on access to rural credit needs to recognize that agricultural
production and marketing weaknesses need to be addressed to ensure cost
recovery. At a more profound level, the lack of assured cost recovery in
agriculture combined with the lack of lender recourse to collateral are inextricably
connected with inability to mobilize liquidity in the formal and informal sectors.\20
S02 needs a macroeconomic perspective that helps ensure cost recovery in
agriculture and effective loan collateralizaiton.

Suggested components of this macroeconomic perspective are:

• Establish a marketing framework to replace SONARA's erstwhile role
as a marketer of cowpeas in Nigeria. Cowpeas r as noted above, is
one of Niger's few important exports to Nigeria. Section S,
Agricultural Production points out that cowpeas are conveniently
grown between rows of millet, and that production can be
significantly expanded through greater use of phosphate fertilizer and
pesticide.

• Section C, Agricultural Marketing, points out that SONARA's cowpeas
activities were profitable, but outweighed by losses from peanuts,
which led to its closure. This section points out further that Nigeria
still has an unmet demand for 30,000 tons of cowpeas per year and
does not meet this need through Niger's informal sector.

• USAID could perhaps assist NGO's to establish a Cowpeas Marketing
Agency (CMA) that would be acceptable to cowpeas importers in
Nigeria's formal sector. The practical constraint that the new CMA
act as agent rather than principal could be an opportunity for USAID's
credit projects to mobilize liquidity in both the formal and informal
sectors and promulgate the practical use of intermediation in the
informal sector. Once the system works effectively for cowpeas,
perhaps it could be duplicated for other commodities.

• The role for USAID's credit projects would be expand in year two of
the project. In year one, credit projects could finance loans to farmers
selling cowpeas to the CMA. The loans would be collateralized by the

20/ The importance of collateralizaiton is discussed particularly well in Section E, Agricultural Credit.
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•

•

•

•

farmers' commodity that the CMA holds in storage. Moreover, the
loans would be for only a fraction, perhaps 30 percent, of the
estimated value of the farmers' cowpeas. The actual value of the
cowpeas would depend on market prices that CMA eventually
receives for the cowpeas. This payment would provide the farmer
with cash for living expenses while the cowpeas are marketed. The
CMA would settle outstanding obligations to farmers and credit
institutions after the cowpeas are sold in Nigeria.

The CMA would promote use of intermediation in two ways. First,
farmers in the informal sector would gain exposure to credit
institutions through accounts established in their names in these credit
institutions. Second, the CMA's brokering role for cowpeas would
reduce the market power of the reported monopsonistic buyers in the
informal sector. Third, CMA and lender activity might be the first
practical demonstration to farmers of intermediation, that is, third
party involvement in a commodity transaction. This demonstration
would help establish the concept of lending as a stand-alone activity
in the informal sector.

In the second year, credit institutions could extend credit for selected
inputs to farmers for exclusively cowpeas production. Credit would
not include other crops because they are presumed to be subsistence
crops until effective demand can be demonstrated for their output.
For cowpeas, effective demand is demonstrated in year one when the
CMA sells them in Nigeria. The sale represents monetization of
production sold.

Cowpeas are a strategic crop for monetization for several reasons.
First, they are interspersed with millet throughout the informal sector.
Hence, the income effects could be widely disbursed over time as
more farmers participate in the program. Second, farmers are already
familiar with agronomic characteristics of the crop. This familiarity
might help them adjust to changes in horticultural practices needed to
improve quality and sales prospects for their cowpeas. Third,
phosphate fertilizer use for cowpeas in year 2, which could be
purchased on credit extended by USAID's intermediaries, would have
beneficial effects on its intercropped counterpart, millet. Fourth,
marketing success with cowpeas would create an effective demand
for cowpeas inputs in the subsequent year.

Consider a marketing organization similar to the CMA to identify
agricultural market outlets in large cities and in the Uptako region as
gold exploration and mining develop.
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• Use findings from the CMA experiment could suggest ways for other
third parties (perhaps NGOs) to specialize in marketing certain crops or
certain domestic or external markets. Incentives could be created for
third parties to do this work, with the stipulation that they act only as
brokers. They should never act as principals. That is, they should
never be allowed to purchase commodities for their own account or to
hold commodity inventory. Holding inventory involves the form of
speculation that invariably seems to destroy commodity boards.

Success with the CMA will be stepwise rather than continual. Establishment of a
CMA can serves as a point of departure for developing commodity markets and
intermediation in the informal sector, but progress will be limited until Niger's legal
system is reformed to permit effective collateralization of loans. For example,
without collateralization, loans to farmers for inputs are jeopardized by the
possibility that "crop pirates" will buy a farmer's crop prior to its sale to repay the
input loans. The informal sector has its own system do deal with this problem,
such as personalized lending and extension of credit as part of commodity
transactions. Newly functioning intermediaries can utilize personalized lending, but
they will not have the credit protection gained from combining credit with
commodity transactions. Hence, intermediaries can survive and grow modestly by
carefully selecting borrowers, but collateralization will be necessary for
intermediation to grow significantly. These reforms are discussed in detail in the
recommendations section of Section E, Agricultural Credit. The reforms are
needed to protect the growth of intermediation in the informal sector.

Macroeconomic policy can assist with the achievement of S02 in several additional
ways. First, it can help encourage the formal banking system to extend more
credit to farmers and to the rural sector as a whole. Elimination in October 1993
of the ability of banks to receive high returns by keeping their loanable funds in
Central Bank (BCEAO) bonds is an example of such a policy. Now formal sector
financial institutions have excess loanable funds earning little or no interest. They
are likely to decide soon to downsize or to lend these funds in new markets. The
rural sector is an important applicant for these funds, and so macroeconomic
policies need to- be devised that will encourage bank intermediation to meet rural
savings and credit needs.

Interest rate policy is one example of a macroeconomic policy that could impact
rural lending. Section E argues that interest rate ceilings on loans encourage credit
rationing away from women. Market determined interest rates are likely to allocate
more credit to women as credit allocation shifts to its most productive uses.

Second, macroeconomic policy needs to promote free and open markets for
agricultural commodities. Poor transportation and storage, inadequate market
information, crop loans from informal sector lenders coming due at harvest time,
potentially monopolized commodity markets and very volatile exchange rates with
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Nigeria reduce farmer ability to maximize farm gate prices at harvest. \21 S02 can
help with some of these problems, but macroeconomic policy, interpreted broadly,
is perhaps the only possible way to address possible monopolization of commodity
markets and Nigeria's currency fluctuations.

Finally, the GON might be encouraged to invest some of its foreseeable profits
from gold mining, a resource depleting activity, into indigenous development of
phosphate fertilizer, a resource restoring activity.\22 One major finding discussed
in detail in Section S, Agricultural Production, is that phosphate deposits at
Tahoua, Niger should be fully explored and exploited to rapidly develop agriculture.
This phosphate resource is particularly important because lack of phosphate is the
most critical constraint on plant growth where rainfall is 250 mm or more a year,
and that is the case for much of Niger. Possible roles in the development of
Tahoua phosphate would be:

• USAID could fund an initial management study that would identify
exploration, reserve definition and other tasks required to bring the Tahoua
reserves into production under private sector control. The study would also
develop a time schedule for each task.

• UNDP could finance exploration and overview measurement of reserves in
sufficient detail to elicit private sector bids for permits to define reserves
fully and to mine the reserves within a specified time period, provided
minimum quantities of reserves are found.

• The GON could set aside funds for loans to small firms to distribute fertilizer
and provide minimal extension services to farmers who buy the fertilizer.
Funds are also needed to study the most appropriate way to package the
fertilizer for farmer use. Farmers complain about wastage during application.
Tahoua phosphate is applied as a powder that frequently appears to be
blown offsite by the wind.

21 1 A study of Maradi, Zinder and the five other important zones where traditional staple crops are
grown indicates that millet and sorghum prices normally peak in July, decline during the harvest months
of August through November and begin rising in December toward their annual highs in July. These price
variations were sufficient in the 1989/90 and 1990/91 seasons for retail grain traders to make estimated
gross margins of between 30 and 80 percent. In exceptionally bountiful years, such as 1986 and 1987,
the prices of both millet and sorghum dropped to a 10 year low of 20 to 25 F CFA/kg in the zones of
Maradi, Zinder and Dosso. This price decline occurred during a period of active GON price support policy,
which was conducted through OPVN, and is cited as an example of the failure of such policies. The study
points out further that large grain buyers use 38 collection networks in Maradi and 10 in Zinder. The
managers of the networks set maximum prices that buying agents are allowed to pay for grain each year.
See, Characterization of Instability in Niger's Cereal Markets, pp. 38 and 60.

221Soil fertility constraints on plants and phosphate fertilizer development and promotion are discussed
in detail in Section B., Agricultural Production Management Through Drought Cycles.
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• USAID could provide training to the entrepreneurs who successfully compete
to distribute the fertilizer, and to the trainers who teach the small firms
extension techniques.

b. Illustrative Activities/Sectoral Adjustments for 502

(1) Rainfed Agriculture

Macroeconomic policy may provide a partial solution to improvements in
commodity markets, but farmers must be encouraged to diversify away from the
traditional staple crops, millet and sorghum, as fertilizer and other management
practices improve productivity. The traditional cash crops of cowpeas and peanuts
should be analyzed further for potential economic viability. Earlier discussion
suggests that cowpeas be used to pilot-test a CMA that would focus on cowpeas
exports to Nigeria.

Cowpeas have a comparative advantage in zones of moderate rainfall such as
Tanout. In zones of heavier rainfall, such as Magaria, they suffer extensive insect
and disease damage. Niger's cowpea yields could increase substantially with use
of improved seed and fertilizer as well as careful pest and disease control.
Currently, farmers customarily use last year's harvest as seed and have no other
inputs. The domestic, regional and external market for cowpeas is discussed in
Section III.C., Agricultural Marketing.

Peanuts are also important as a cash crop and as a source of oil and meal for both
human and animal consumption. Strong demand exists for peanuts and their
derivatives in Nigeria as well as Niger. Opportunities for small enterprises to agro
process peanuts are discussed in detail in Section 111.0., Small and Microenterprise
Development.

Hybrid sorghum research conducted at ICRISAT is now sufficiently complete to
provide small enterprise opportunities for seed multiplication and distribution. A
similar opportunity is likely to occur for millet within five years. The enterprises
that distribute seeds can also provide extension services to ensure that farmers use
the seeds effectively. Private sector production and distribution of seeds is
discussed in Section III. C, Agricultural Marketing.

Research suggests that water harvesting is likely to increase yields on currently
used land and help reclaim crusted soils that are no longer considered arable. 23

Annex 0 contains a model that derives potential benefits from widespread use of
water harvesting, by itself and in combination with other natural resource
management activities. Farmers in Tarodi, a village within 60 km of Niamey, are

23/ Joseph A. Tabor, Improving Crop Yields in the Sahel by Means of Water-Harvesting, Journal of Arid
Environments (1995) 30: 83-106.
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rapidly adopting water-harvesting practices. The practices are particularly
appealing due to their low cost and durability. Only labor is needed, for example,
to construct U shaped dams 30 mm high on gently sloping fields. Yet the dams,
once constructed, are serviceable for many years, provided that they receive
periodic low levels of maintenance.

Strategic ways to promote water-harvesting include:

• Multiplication and distribution of hybrid seed and fertilizer by private sector
companies,

• Training programs conducted by the GON extension service, the Peace
Corps and NGOs on the ground and over radio and TV.

Agricultural credit does not have economic justification for water harvesting or
other NRMs projects until its cost recovery is demonstrated. To date this has not
been done. Moreover, cash loans do not appear necessary for water-harvesting
since it requires only labor inputs, and the inputs can be delivered during labor
surplus periods of the year.

(2) Irrigated Agriculture

Though yields are declining on rainfed land as farmers avoid use of cash outlays for
inputs, both yield and input use are increasing on irrigated land.24 This is partly
due to GON and donor subsidies of inputs for irrigated agriculture and partly due to
reduced crop risk that results from management of water supplies. These
conditions reflect the lower danger of crop loss from drought as compared to
irrigated agricultural land. Hence, the financial sector might find input loans for
irrigated lands profitable, provided strong markets exist for crop production.

Irrigated land is used predominantly to grow rice during the dry season. Rice
remains the only crop that is still marketed by a GON parastatal. This practice
both complicates assessments of profitability and reduces the impact of market
prices of alternative crops on farmers' planting decisions.

After the rice is harvested in May and June, farmers use the drained paddies for
manioc. Manioc is an easy-to-store, low-value cash crop that requires virtually no
attention after it is planted. Hence, farmers can plant it and shift their labor to
millet, sorghum and other crops on their rainfed lands in June. Manioc depletes
the soil of nutrients, but it does well on the fertilizer residuals in the irrigated areas.

24{ Fertilizer use on irrigated land has increased substantially between 1982 and 1992. Moreover, use
of hybrid seed has increased.
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Onions are the major dry season, irrigated, high-value, cash crop. They are grown
predominantly in one locality but are considered to be extremely successful due to
strong demand in Niger and other regional countries. Potatoes, g.arlic, lettuce and
tomatoes are also grown on irrigated land during the dry season, but their market
is very limited.

The pursuit of financially sound projects for irrigated land should include analysis of
ways to:

• Expand the success in onions to other cash crops while differentiating
between risk involved in crops that are non-perishable (cotton), perishable
within several weeks (bananas) and more perishable (truck farm fruits and
vegetables). Urban markets and new markets, such as those likely to be
created by mining activity, will strengthen the demand for these
commodities. USAID has already completed feasibility studies for more
promising fruits and vegetables. Importers in other countries should provide
seeds and cold storage to farmers r supervise grading and pay at least half of
CIF charges for transportation. These practices will reduce
misunderstandings between farmers and external buyers and justifiably
remove a portion of the marketing risk from farmers.

• Create transformation enterprises such as drying and canning for high-value,
perishable cash crops for which a strong demand exists regionally or
overseas.

• Expand irrigation systems. Current systems are difficult to manage partly
due to the small size of farm plots. The allocation of 0.2 to 0.3 hectares on
the earlier schemes has been raised to 0.5 hectare per farmer. Water
management problems persist, but perhaps they could be reduced if
individual farmer groups had more control over the water allocation process.
Nevertheless, bankable projects may include private sector irrigation
schemes of 5 to 10 hectares.

Other benefits of irrigated agriculture include:

• Regular and substantial use of fertilizer will strengthen the likelihood of small
enterprise success with fertilizer production and distribution.

• Likely willingness of farmers to purchase carefully developed seeds will
contribute to private sector success with seed multiplication and distribution.

(3) Livestock

Livestock production, but not agriculture, can become more productive in the north
and generally in areas where rainfall is less than 400 mm year. Recommendations
include:
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• Establish official rangelands (terroirs detache) and passageways through
agricultural lands

• Establish open wells (not boreholes) which self-regulate herd size

• Improve meat processing and marketing facilities to permit farmers to market
their herds quickly during severe draughts

• Experiment with and adopt new or recently introduced technologies such as
meat drying

(4) Institutional Strengthening

(a) Financial Institutions

80th farmers and herders should be given access to modern and safe means to
store wealth in the formal sector and encouraged to do so. Reliable savings
systems could have the dual purpose of helping farmers and herders recover from
droughts more quickly and mobilizing savings for lending to farm and non-farm
rural enterprises.

(b) Media Information

Rain and commodity price forecasts are needed so that farmers can develop their
crop plans prior to planting season. Farmers also need information on seed,
fertilizer and other input availability during planting season. Radio or TV
broadcasts of practical information, such as the benefits and distributors of
ICRISAT's new hybrid sorghum seeds, could help both farmers and private seed
companies.

Continued broadcasts of price trends throughout the year could help farmers and
cooperatives plan crop marketing strategies. Price information is needed by
regional and international markets as well as major domestic urban areas.

Some broadcasting is done now, particularly on crop prices in various markets.
The information in broadcasts should be expanded to cover weather forecasts,
credit and input availability, credit sources, commodity collection and transport
systems, and sundry tips on farm management. Moreover, the broadcast must be
multilingual. No such public information system currently exists, but data that may
be sufficiently reliable is regularly collected. AGRHYMET receives daily weather
data from Niger's weather stations and produces a monthly publication that
discusses:

• Meteorological forecasts

• Recent rainfall by meteorological zone
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• Impacts of rain, insects and disease on crop conditions throughout the
nation

• Water levels in Niger's principal water basins

The System of Information on the Cereal Market of Niger (SIM) regularly collects
price information on millet, sorghum, maize, rice and cowpeas. This price
information reflects:

• Prices per kilo that producers receive at local markets

• Consumer prices per kilo at local markets

• Quasi-wholesale prices per 75-90 kg sack of each commodity at each
market

The information from AGRHYMET and SIM can serve as a data base for an
expansion of current media reports. Steps to produce these reports include:

• Review the quality and comprehensiveness of the data

• Develop a system to rapidly synthesize the data into relevant packets for
broadcast

• Secure media time and sponsors such as seed and fertilizer distribution
companies

• Secure announcers to broadcast the crop and price information in the
required local languages

(c) Market Distortions

Numerous examples can be found of non-market interventions by donors into
private-sector markets that are not sustainable and which damage or destroy
sustainable enterprises. NGO's are, for example, provide grants for cooperatives to
develop peanut oil production. This production will compete with unsubsidized
systems that are currently delivering peanut oil to this market. The unsubsidized
production employs many women who contract to have peanuts crushed and then
process the oil and meal cake that results from the crushing operation.

Donors are also providing fertilizer to farmers in the Niamey area at no cost other
than the price of transport. This practice could limit the marketability of locally
produced fertilizer. As noted above, the proposed plan is to encourage small-scale
enterprises to exploit the fertilizer deposits at Tahoua and distribute fertilizer to
farmers through the private sector.
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Numerous studies of the cotton subsector report significant wastage of seed,
fertilizer and water - all of which are heavily subsidized.\25 Members of the study
team report, by contrast, that onion farmers in the Maradi area have difficulty
obtaining fertilizer, receive no subsidies for it, and use it very judiciously.

Efforts are needed to ensure that GON policies and donor projects do not damage
the development of sustainable SMEs. Pursuit of dramatic short-term gains
through subsidized input policies is not sustainable activity. This situation is
particularly important to address because donors do not have sufficient loanable
funds to impact sectoral growth.\26 Currently, virtually all financial institutions
that are funded through donor projects are not earning sufficient profit to pay their
operational costs. Hence, they are providing credit at unsustainably low rates of
interest.

(d) Taxation of the Informal Sector

The informal sector is subject to at least one indirect tax, a transport tax. In
addition, farmers are subject to weak product markets that significantly redistribute
profits away from farmers toward the commercial sector.

Annex H lists customs fees and road taxes that a truck must pay as it travels from
the boarder town of Jibiye, Nigeria to Niamey, Niger, a distance of 709 km. The
analysis indicates that these charges amount to 20 percent of the total
transportation cost of the trip.

Weak market prices at harvest, which are documented by 81M and discussed
earlier in this section, are an annual event. Commodity prices for millet and
sorghum peak in July and decline during the subsequent harvest period, which
begins in August.

Policies that could be considered to reduce the disincentives to production under
these two conditions include:

• Eliminate -informal customs fees and road taxes

• Eliminate tariffs on fertilizer imports

• Carefully rationalize the levels of authorized customs fees and road taxes

25/See three summaries of cotton studies prepared as part of yet to be published PASPE research on
several commodity subsectors. These summaries are: Laouali Ibrahim and Jacques Vayssie, A Study of The
Cotton Subsector, April 1990; Georges Conde, Study of the Costs and Benefits of Insecticides on Cotton
Production, 1990; and French Company for the Development of Textile Fibers, 1990.

26/ See Section E, Agricultural Credit.
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(e) Strengthen Project Appraisal Capability

USAID should provide selected credit institutions with technical assistance for
preparing business plans. Use of the financial sector to on-lend funds for
agricultural and other rural SME activities implies a need for lenders to guide and
evaluate private sector formulation of business plans. Annex G contains an
illustrative summary of a business plan for exportation of irrigated green beans.
Entrepreneurs need to develop their own plans with contents similar to those
contained in Annex G. Unless they develop the plans themselves they may not
understand the business.

Financial institutions, however, should assist with development of business plans
by guiding their development and by performing their usual critical review of
completed plans. USAID technical assistance could help lenders understand their
role in business plan development and in loan monitoring activities.

(f) Monitoring and Evaluation

USAID could design its monitoring and evaluation methodologies to utilize
information that credit institutions collect regularly through their loan monitoring
activities. These information sources could, for example, help measure women's
participation in financial activities. The simulation model presented in Annex 0
could be used to help train evaluators.

The simulation model contained in Annex D forecasts the impact on agricultural
production of increased use of fertilizer and other natural resource management
proposals. This model, like all simulation models, is a tautology. It assumes
productivity change through its choice of parameters and then describes the
assumed change. Constraints noted in the presentation that are not taken into
account within the model, but which are expected to be resolved gradually over
time, include (1) land tenure, (2) access to credit, (3) physical access to chemical
fertilizer (phosphates and urea) on a timely basis, (4) access to markets, and (5)
access to extension services.

Simulation models invariably arouse suspicion not only because they assume away
major development issues such as credit and access to markets, but because they
contain many complex algorithms that are not easily understood without significant
study. As a result simulation models are viewed as "black boxes." That is, they
are considered to express mathematical processing that may either (1) not model
real world conditions well enough to be useful, or (2) contain invalid (logically
incorrect) mathematical processes.

In addition, simulation models used for policy applications usually convey
authoritative prescriptions that are to be accepted based on a "black box" rather
than common sense understanding. Until common understanding based on
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something other than the black box is reached, targeted audiences are not likely to
be convinced of the model's prescriptions.

The solution is to use the models as a teaching or training device. They can help
monitoring and evaluation staff to understand subsystems in the real world that
correspond to selected components within the models. The staff can then convert
this learning experience into specification of appropriate and useful monitoring and
evaluation frameworks. With these frameworks, these staff members can
effectively participate in monitoring and evaluation activity.

Logical problems that appear to exist in the NRMs model in Annex D include: (1)
assumed joint rather than sequential need for various fertilizers, while Niger has a
need for phosphate fertilizer prior to application of other types of fertilizer, (2)
algorithms in Annex D, Table 4.1 accumulate only half of the acreage assumed to
be improved with water harvesting, (3) unspecified units of chemical fertilizer have
six times the impact on yield as water harvesting (Table 3.6), but cost almost 102
times as much (Table 4.4, row 10, North; 24384/240), (4) no volatility in output is
expressed on Table 4.5 to reflect climatic variation, (5) the sensitivity analysis in
Table 4.6 considers changes only in prices of commodities produced and costs of
inputs and not changes in technical variables such as the timeliness or lack of
availability of fertilizer or certain inputs, and (6) in Table 4.6, a 25 percent change
in prices in the North reduces the base case of 24,142 a magnitude of 7.78 times
to 3100, or raises it 1.87 times to 45,184. One would expect roughly the same
price impact in both directions as is the case in the same exhibit for the South.

Simulation models are very difficult to construct quickly, as this one was.
Moreover, they must be fully tested, preferably by a third-party, before confidence
is warranted in their estimates.

(9) Conditionalities

The discussion of mining in Section III.A.2.e. above suggests that gold mining will
add perhaps $0.5 million to rural income in 1995, $2.5 million in 1996, $5 million
in 1997 and cOAtinued growth in subsequent years to a plateau of perhaps $16
million per year. Moreover, the gold mining sector could add 16.6% to GDP in
three to five years.

Planning could begin now to use some of these revenues for rural development.
Consideration could be given, for example, to:

• Efforts to stimulate production, distribution and use of fertilizer,

• Improvement of cash crop infrastructure such as cold storage and grading
rooms at the airport for green beans and other high-value exportable
commodities,
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• Policies to stimulate transformation industries that focus on irrigated
vegetables and meat products, and

• Analysis of infrastructure needs in the Uptako region to accommodate the
increased demand for agricultural products likely to result from development
of the gold mining concessions. Roads and cold storage facilities similar to
those needed at the airport for exports may be needed in the Uptako region
to supply the growing expatriate and domestic population.

The immediate or more obvious basis for all of the initiatives proposed above to
improve rural incomes is technical. For example, fertilizer can increase yields
where rainfall is 250 mm or more. But a successful strategy for rural development
depends critically on two more subtle conditions.

First, a rural development strategy can only succeed if markets are cleared during
good years at prices sufficiently high to cover input costs. Commodity markets
must be strengthened to prevent sharp price declines during harvest seasons,
especially during good seasons when farmers and herders have an opportunity to
build cash and commodity reserves for the leaner years that will inevitably follow.
Otherwise the financial sector cannot extend loans for inputs, and agricultural
systems will not be sustainable.

Second, the proposed technical and financial strategies can function effectively
only if the land tenure system is improved. Those that use the land must be given
an "identity of interest" in the land. That is, farmers who apply phosphate fertilizer
to the land, for example, must have reasonable assurance that they will have use
of the land for at least a portion of the next several seasons in order to derive the
continuing benefits of even a one-time investment in fertilizer.

The point of departure for a new land tenure system is the current effort to create
a "Rural Code." Development of the Rural Code began with the recent creation of
two land tenure commissions that operate at the district level. Each district is to
have one. They are assigned to define land property rights as well as its use and
management. Specification and implementation of the Rural Code could easily
take a decade.\27 This may, however, not work due to overlapping mandates of
the land tenure commissions and the district councils. In addition, the political
power structure favors decisions that tend to assist farmers at the expense of
herders. \28

27/ Staff Appraisal Report, Republic of Niger, Natural Resource Management Project, World Bank, June,
1994, p. 7.

28/ C. Lund, Land Use and Development of the Rural Code in Niger.
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A summary of the above discussion of constraints and proposed activities to
improve rural sector performance is provided in Exhibit 1 of Annex A.

c. Niger's Bretton Woods Agreements

Niger's coup of January 20, 1996 abrogated its structural adjustment program
and relationship with donors. U.S. State Department spokeswoman Alison
Shorter condemned the overthrow of President Muhamane Ousmane, the
dissolution of the National Assembly and the suspension of the Niger Constitution.
She said the United States is required by law to suspend all assistance to any
country whose leadership has violently come to power at the expense of a
democratically-elected government. Colonel Ibrahim Barre Mainassara, Niger's
Army Chief of Staff staged the coup and is head of Niger's new 12 member
Council of National Salvation. He suspended the constitution, dissolved the
government and banned all political parties.

Before the coup, Niger's shortfall of total expenditure and net lending in excess of
total revenue had remained at roughly ten percent of GOP from 1989 through
1993, the last year for which information is available. Its consumer price index
has remained relatively stable over this time period, averaging an annual price
decline of 1.36%. The country remains in a stand-by arrangement with the IMF.
The plan is to replace the stand-by arrangement with an enhanced structural
adjustment facility (ESAF) when the government meets certain preliminary
conditions. Perhaps the most important conditions involve government
employment and salary increases.

Even taking into account the recently introduced tax measures, the public-sector
wage bill is likely to absorb 80% of revenue in 1995. The average real wage rate
of public-sector employees has risen 60% from 1984 to 1993. Other fiscal
indicators, by comparison, have generally declined during this period. The current
account balance, for example, has declined from break-even in 1984 to minus five
percent in 1993, and tax revenue as a percentage of GOP has declined from about
ten percent of GOP to about seven and a half percent of GOP, and effective
customs duty has remained at 15 to 17 percent during this same period. At the
same time, Niger's most important export, uranium, experienced steady declines in
both export price and average cost of production. Uranium costs of production
have declined faster than Niger's export price, and the two are expected to be
equal in 1994. During the period 1984 to 1993, the broad money supply rose
slightly from 100 billion FCFA to about 120 billion FCFA.

The continued and dramatic rise in public-sector wages suggests that the public
sector is becoming continually more detached from the rest of the Nigerien
economy. The continued rise in public-sector wages is a principal contributor to
the government's budget deficit. The pressure of the budget deficit will continue
to encourage the government to press the private sector, including MSEs and
SMEs, for tax revenues. Overall, the chronic government deficits suggest that the
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informal sector is best served by insulating itself as much as possible from formal
sector regulation.

The potential impact of the 50 percent devaluation in the FCFA in late 1993 is
extremely significant. This devaluation in terms of naira is roughly equivalent to
the appreciation of the FCFA in terms of naira that occurred between 1985 and
1987. Hence, Niger could experience a positive impact on exports roughly
equivalent to the negative impact on trade that it experienced in the earlier period.
Dorosh and Nssah estimate that the 37.7% appreciation of the FCFA relative to
the naira on the parallel market between 1985 and 1988 resulted in a direct loss of
FCFA 13 billion per year in export revenues.\29 This equaled 3.5% of rural
income in 1987.

d. Potential Impact of Nigerian Economic and Monetary Policies

Nigerian economic and monetary policies may have the greatest impact on Niger
through currency devaluation or tariff adjustments. The previous section pointed
out that the devaluation of the naira during the period 1985 to 1987 cost Niger
FCFA 13 billion per year in export revenues, or roughly 3.5% of rural income.
Niger's recent devaluation brings the real exchange rate back to a level that is only
slightly higher than the Naira/CFA ratio in 1985. Niger's real exchange rate varied
considerably in the 1980s and could do so again, depending on Nigerian policies
which cannot be predicted. What is known, however, is that the loss of 3.5% of
rural income due to the devaluation of the naira during the period 1985-1987
suggests that the recent devaluation of the FCFA gives the Nigerien rural sector at
least a short-term opportunity to regain this 3.5% loss.

The chronic volatility of the naira and its historic decline in value in relation to the
FCFA suggests that Nigerien policy makers should study ways to protect
themselves from currency fluctuations. Tariff policies, as noted above, appear to
be the most effective instrument to provide such protection.

29 IPaul Dorosh, p. 178.
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B. Agricultural Production Management Through Drought Cycles

1. Overview

Niger is a country of contrasts. While it has significant quantities of geological
resources such as uranium, gold, oil, ground water, and phosphate its soils are
seriously depleted and eroded from poor agricultural practices. Used wiselYr
however, nonrenewable resources, coupled with other enabling conditions such as
improved commodity markets and rural access to creditr can help provide
sustainable agricultural production.

This section discusses Nigerrs constraints and possibilities related to climater soils,
and biological production systems. A major recommendation is to use various
strategies to support phosphate fertilization for grain crops.

This discussion can not comprehensively cover Niger's diverse cultures, c1imater
soils, and vegetation. As a result Niger is viewed as having three agroecological
zones: pastoral, agro-pastoral r and agricultural zones.

a. Climate and Production

The word sahel, Arabic for shorer implies a dynamic environment. Climatic
variability resonates throughout the annual cycles of biological and human systems
in Niger. Rainfall gets the major blame for the variability of Niger's agricultural
production. Figure 1 shows grain production since 1953. These time series data
are characterized by wide fluctuations in annual production\30 and a general
increase in production over time. Accommodating these wide fluctuations in
production is a major management problem for producers, processors, consumers,
and government agencies.

Rainfall variability is dramatically regional in Niger. For example, 29% of Niger
receives 250-600 mm of annual rainfall, while only 9% of the country receives
above 600 mm iWorld Bank, 1994a). Unfortunately, a high proportion of the 600
mm and above rainfall occurs on relatively less soils in the Dosso and Tillabery
Departments. Table B-1 shows temporal rainfall variability statistics for major
towns in Niger. The minimums, maximumsr and coefficients of variation\31 are
more important than the means for developing management strategies.

30 Production may be more dependent on early rains (more fields planted) that total amount of rain
during a year. Figure 7 of Section 2 shows how millet yields do not vary with rainfall amounts unless soil
fertility is high.

31 Coefficient of variation (CV) is a measure of relative variation, defined as: standard deviation divided
by the mean. It is often presented as a percent.
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Temporal and spatial rainfall variability require different coping mechanisms.
Farmers have adapted to temporal variability through storage and savings. They
exploit spatial variability by planting widely spaced fields (McCorkle et al., 1988,
pp. 52). Donors have provided Niger with grain to cover shortages (Table B-2),
but this type of aid distorts grain prices, hurts producers who have a surplus, and
reduces incentives to invest in agriculture.

Table B-1
Rainfall statistics of major towns in Niger for the period 1931-1990

(Sivakumar et al., 1993).

Station Maximum Mean Minimum Coefficient
of

(mm) (mm) (mm) variation
(%)

Agadez 216 115 40 35

Filingue 609 348 135 32

Tahoua 582 369 206 27

Tillabery 698 393 197 31

Zinder 659 404 220 26

Bimi 642 477 289 21
N'Konni

Maradi 730 491 283 29

Niamey 813 545 319 22

Dosso 710 549 230 24

Gaya 1041 797 476 17
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Grain Production in Niger
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Figure 1.
Aggregated grain production produced in Niger, 1953-1994

(Annex F).

Table B-2
Food Aid for Niger

Year Food (tons)

1990 30,258

1991 65,060

1992 9,678

1993 31,198

Source: Systeme d'alerte precoce et de gestion des catastrophes.
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b. Management of Soil Resources

Arable land in Niger is estimated to be 15 million hectares.\32 Table B-3 attempts
to organize many cited values of land-use areas. The cited values frequently
contradict each other due to double counting (e.g., pasture lands can also be
arable lands). To make the numbers add-up, "Desert"\33 is often treated as a
residual.

Table B-4 shows cultivated area in Niger by bio-c1imatic zone.
It suggests that approximately 7.2 million ha are cultivated and one million ha are
abandoned. This leaves 45% of remaining arable land in fallow, pasture, and
shrubs., Most of this land is marginal, lying in the dryer, more risky fringes of
rainfed agricultural land.

Table B-3
Estimated Area By Land-Use Class In Niger

Arable

Rainfed Irrigable Shrublands Pasture- Desert

Cultivated Fallow/ Degraded Managed Unex- & Forests lands wasteland

wooded ploited

7.1 m ha3 6.6 m hal 1 m Ha?6 0.07 m 0.20 m ha4

ha4

14.7 m ha 0.27 m ha4 14 m ha5 38 m ha2 68 m hal

15 m hal

127.6mha'

1 INRAN, 1979; 2 World Bank, 1994a; 3 MAG/EL, 1995; 4 MH/E, 1993; 5 UTA, 1995; 6 Estimate based
on interviews, field observations, and d'Herbes & Valentin (in pressl.

32 Cited but not referenced in many reports, estimate is likely to have originated from INRAN, 1979
(Ouattara, 1995).

33 Desert is not a useful term in land-use inventories but it is frequently used. Three quarters of Niger
is described as desert which contains pasture lands, riparian forests, shrub lands, and arable lands.
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Table 8-4
Cultivated area and population distribution by bio-c1imatic zone 1.

Zone Total area Area Population Area Area %
cultivated cultivated cultivated

(ha) (%) (%) (ha) (%) (%)

Saharan 97,300,000 77 7 234,000 5 0

Sahelian 15,100,000 12 25 1,574,000 31 10

Sahelo-Sudanese 14,300,000 11 68 3,226,000 64 23

Total 126,700,00 100 100 5,033,000 100 4
0

1 World Bank, 1994a (cited from World Bank, Agricultural sector strategy paper Niger. 1989)

Farmers are increasing area cultivated at an exponential rate in an attempt to meet
the demand for food (Figure 2). Production is increasing primarily through reduced
fallow periods and expansion of fields onto grazing land (especially in the Sahelian
zone), not by increased yield per unit area (Figure 3). In some of the more
productive areas, such as the southern half of the Maradi and Zinder Departments
fallow periods no longer exist.

Erosion has degraded much of the arable land. Hard crust forms when the sandy
surface of Nigerian soils are eroded. This crusting greatly reduces rainfall that
infiltrates into soils (Figure 4), essentially turning the area into a desert. Crusted
agricultural, pasture, or shrub lands (gangani in Zarma) are unproductive unless
someone applies labor-intensive water conservation techniques. Farmers in Torodi,
for example, joyfully describe JJkilling the gangani with demi-Iunes" (water
harvesting structures).
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Aggregated area cultivated for grain in Niger, 1953-1994

(Annex F)
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Grain Yields for Niger
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Figure 3
Aggregated grain yields in Niger I 1953-1994

(Annex F)
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Table 8-5
Crop yields in Niger between 1980 and 1994. 1

-

Crop Average Compound Coefficient
Yield Growth of

(kg/hal (%) Variation
(%)

Millet2 387 0.00 16

Sorghu 246 -0.04 32
m2

Maize3 584 0.02 42

Rice4 2097 0.00 44

Cowpea 127 -0.03 32
S2

Peanuts 344 0.00 31
2

1 Data source: MAG/EL, 1993, 1994, & 1995; 2 1982-1994; 3 1982-1992,
missing 1981 data; 4 1980-1991, 1992 data was discarded.
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Figure 4
Cumulative infiltration of water into an eroded, crusty soil (karan karan) and a

neighboring non-eroded soil (narawalle)

Land-use and soils inventory studies do not provide a comprehensive summary of
crusty soil areas of Niger. D'Herbes and Valentin (in press) measured the amount
of crusty soils in a large area near Niamey as part of the HAPLEX-Sahel study.
Some of their findings are listed in Table 8-6. They show that 34.2% of the study
area is severely·degraded. Water harvesting for agricultural production would be
useful for nearly 15.9% of the total area used for agricultural production and for
18.3% of land used for range and shrub-land. This study also shows that all
arable land in the study area is being managed for agriculture, with 32% of it
cultivated, 57% in fallow, and 11 % abandoned.

Infiltration rates referenced in Figure 4 (slope of the curves) are presented in
parentheses. Rainfall during the Sahel's short, intense storms greatly exceeds the
absorptive capacity of crusty soils (Tabor, 1995).
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Table B-6
Land-use Classes and Percent Composition from the 10,000 km2 HAPLEX-Sahel

Site near Niamey Niger
(d'Herbes and Valentin, in press).
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Land-use

Shrub-land &
Pasture

Pasture

Wetlands

Class

Plateau: dense
vegetation

Plateau: bare soil

Plateau: sparse
vegetation

Old dense shrub fallow

Old mid-dense shrub
fallow

Old sparse shrub fallow

Mid-old high grass
fallow

Mid-old low grass fallow

Recent fallow

Hill-slope high density
field

Hill-slope low density
field

Valley bottom high
density field

Valley bottom low
density field

Superficial waters

Rainfall Runoff
Ratios

%

6

82

27

35

29

23

27

55

33

32

39

27

60

36

Area

%

5.2

7.9

1.3

15.9

2.8

12.4

1 .1

8.9

3.9

6.0

111111111111·111.1111111111··llllllllllllllillll

0.5
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c. Institutional and Infrastructural Constraints

Risk haunts nearly every management decision of a Nigerien. Some of its sources
are:

• highly variable rainfall;

• High infant mortality rates:

• Insecure land tenure and usufruct;

• Insecure forms of saving;

• Weak markets and high unemployment.

Risk reduction usually means low investment in agriculture, expansion onto pasture
lands and reduced fallow periods. It usually precludes use of technologies that
could increase yields, but require higher cost inputs and increase plant vulnerability
to draught. Continued good rains may induce farmers to expand further into the
agro-pastoral zones as they did north of Zinder during the first half of this century
when rainfall was good (Delehanty, 1985).

Farmers do, however, invest to improve their land for agricultural production in
areas of high population density. On the Mossi Plateau of Burkina Faso, for
example, agricultural land is severely limited, so increased production occurs
through more intense land use (i.e., "necessity" may also be "the mother of
adoption"). Such investment is also occurring in selected Nigerien areas. In
Maradi, for example, virtually all arable land is under cultivation and farmers are
adding chemical fertilizer to rainfed crops.

Land use conflicts are increasing as population increases. Conflicts between
farmers and pastoralists are usually decided in favor of farmer (Lund, 1993).
Development project staff working with Rural Code issues notice that farmers
resolve tenure issues selectively. They resolve resource tenure conflicts with other
farmers in fully settled areas (i.e., in regions composed of just farmers). They
often do not resolve similar conflicts in agro-pastoral regions where they frequently
expand their fields onto herding pasture (Moestrup, 1995; Wild, 1995).

Other factors that can help reduce agricultural risk through development of input
and output markets are:

• Democratization movements have involved development of non
governmental organizations (NGOs). These organizations, including
production-based cooperatives, can help farmers pool resources to
compete more effectively in domestic and foreign markets for
agricultural products,
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• Niger's excellent network of primary paved roads, if coupled with
needed improvements in secondary and feeder roads, will provide
important access to input and commodity markets, and

• Continuation of efforts to eliminate bribes demanded from truck
drivers by police, gendarmes, and custom agents will reduce
transportation costs (see Annex H).

2. Management to Increase Production and Reduce Variability

a. Overview

The major goal of farmers and pastoralists is to cope with production and
marketing risks for crops and livestock, especially during the low production
extremes (Watts, 1988). Soil fertilization and conservation are the most important
actions that can raise agricultural productivity and reduce weather risk. Soil
fertility, particularly the low levels of phosphate, is a greater constraint on yields
than rainfall. Improving soil fertility can also reduce the risk of crop failure from
drought. Phosphate fertilizer is most effective in reducing risk, however, if it is
combined with conservation practices that harvest rainfall, protect the soil from
erosion, and prevent the loss of applied fertilizer.

Irrigation can also reduce crop risk dramatically, but in small concentrated areas.
The dry season is a period of low agricultural production and high unemployment.
Dry season irrigation is becoming popular and helps use available workers. Niger
has approximately 270,000 ha of irrigable land and farmers irrigate only 70,000 ha
(22%) (World Bank, 1994c).

The rapid growth of dry season gardening is a direct result of the 1984 drought.
Farmers now irrigate approximately 60,000 ha of dry season gardens. Irrigated
perimeter development has also increased through government and donor support,
from 2000 ha in 1983, to 10,000 ha in 1993 (MH/E, 1993). Rainy season
irrigation will become more popular as markets develop for high value crops.

As yields increase and drought risk declines, farmers will gain confidence in the
effectiveness of intensive agriculture. This confidence will encourage use of
additional natural resource management techniques such as field trees and organic
fertilizers. These improvements, which lead to increased physical productivity of
agriculture, need to be accompanied by improved marketing infrastructure. This
infrastructure includes:

• Timely access to credit and inputs during the crucial planting period
between the end of May and end of July (Reddy et al., 1990), and

• Improved storage,
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• Expanded processing or transformation of agricultural products,

• Better access to marketing, savings and credit organizations, partly
through better land tenure laws, and

• Early warning and famine mitigation to prevent producers from being
forced to liquidate their productive assets and migrate to urban
centers.

Efforts of USAID and other donors to improve some of these conditions are
summarized below. Table B-7 lists donor activities related to natural resource
management. Subsequent discussion summarizes scientific information concerning
the importance and relative priority of specific actions that could improve
agronomic conditions for dryland and rainfed agriculture and for livestock.

b. USAID

The US is supporting economic growth in Niger through USAID's Agriculture
Sector Development Grant II Project (ASDG II), the Disaster Preparedness and
Mitigation Program (DPM), the Africa wide, Washington funded Famine Early
Warning Systems Project (FEWS), funding of AGRHYMET (regional data collection
and research center for agricultural hydrology and meteorology) and support of US
and Niger based non-governmental organizations (NGO).

ASDG II has focused on policy reforms that affect natural resource management.
Initially forestry issues received most of the project's resources, but a greater
emphasis is now being placed on agriculture and range management
(Winterbottom, 1995), including the Rural Code development through activities of
the Land Tenure Center.

DPM is providing support to the GON's Systeme d'Alerte Precoce which is
developing its relationship with the numerous ministries and agencies. Since the
DPM began, Niger has received generally good rainfall so the project has not had a
chance to test its systems.

FEWS, a USAID/Washington based project, provides useful information to the
mission and the GON. Its objectives and timely reporting schedules follow the
needs of this Africa wide project. Complete integration with other projects in Niger
may not be possible.

USAID's support of AGRHYMET helps provide valuable information for researchers
such as data for climate prediction models. It also includes GIS based data that is
used to design sociological and natural resource management surveys.

USAID's support of NGOs (e.g., Care, CLUSA, Africare, ASDG II's and DPM's
grants program) directly improves the lives of Nigeriens. It also provides field level
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monitoring of economic growth, natural resource management, and changes that
are affected by national policy.

c. Other donor activities

Table B-7 lists donor activities related to natural resource management. The World
Bank's proposed Natural Resources Management Project (PNGRN) will certainly
affect agricultural policy and economic growth in Niger. During its first five-year
phase it will work in 380 communities in five districts and affect about 270,000
people. It will address many of the constraints on agricultural production and
economic growth.

DANIDA's support of a pilot-test of two Tenure Commissions (Commission
Fanciers) has raised important issues. On the one hand, establishment of
pastoralist territories (terroir d'attaches) through relatively inexpensive and simple
GPS and GIS technologies will help conserve pasture lands. On the other hand,
the election of Commission representatives and development of texts d'application
will be a long complicated process, especially if the elected representatives are not
dynamic. Moreover, farmer participation may be difficult to achieve. USAID is not
likely to consider support for Tenure Commissions unless they provide faster
results than now seem possible.
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Table B-7
Natural Resource Management Activities of Donors

(SDSA II, 1995)

Activity Direct Donor Involvement

Agricultural extension World Bank, IFAD (FIDA); Netherlands.

Agriculture FED.

Agriculture markets Canada; Norway; Netherlands.

Animal husbandry FAC; FED.

Apiculture France (AFVP).

Cereal banks Norway; PAM.

Cotton Norway.

Decentralization FED.

Environmental education Netherlands.

Fisheries FED; GTZ.

Forest management FAD; GTZ; UNDP (PNUD).

Forestry SOS Sahel; Norway.

Fuel-wood conservation World Bank; DANIDA.

Integrated pest management GTZ.

Irrigation management World Bank (in preparation); FAC; FED;
BAD.

Natural resource management World Bank (in preparation);
Switzerland.

Peppers Canada.

Rural Code DANIDA.

Rural development Italy.

Rural infrastructure PAM.

Soil and water conservation IFAD(FIDA); FED; GTZ.

Village territory management FAC; SNV.

Water management SNV; UNDP (PNUD); Switzerland.

Well management France (AFVP); DANIDA; FED; GTZ;
Japan.

Wildlife management FED.

Women in development Norway.
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d. Agriculture

(1) Fertilizer

Nigerien farmers use very little fertilizer. They use an average of 23,000 tons of
fertilizer annually (van der Linde et aI., 1994) or only 3.2 kg/ha on cultivated land.
Western European farmers use around 300 kg/ha on crops and pastures, and
American farmers use around 95 kg/ha on crops.

Fertilizer use in Niger is not evenly distributed throughout the country. High
consumption areas for fertilizer are in the higher rainfall areas of southern Maradi
and Zinder Departments, which are close to Nigeria, and in the irrigated perimeters,
and dry season, irrigated gardens in Diffa, Dosso and Tahoua Departments (van der
Linde, et aI., 1994). Fertilizer is preferentially applied to:

• High value crops with low risk of drought such as irrigated crops, and

• Areas where fertilizer costs are lowest - such as near the Nigerian
border where transportation distances and costs are minimal.

Several studies evaluated the profitability of applying chemical fertilizers but they
were conducted before the 1994 devaluation of the CFA franc (Eid, 1989;
SOMEA, 1992). They conclude that the value of grain must be at least twice the
cost of fertilizer inputs before farmers will use fertilizer\34. With devaluation in
1994, the value of additional grain produced from fertilization and the cost of
Tahoua rock phosphate compared to imported fertilizer shifted in favor of Nigerien
farmers.

The FAO fertilizer trial data (Eid, 1989) show that Niger should expect a 30%
increase in millet yields (Figure 5) by applying 100 kg of triple super phosphate per
hectare (20 kg of phosphorus/ha or 241 kg of simple superphosphate per ha\35) if
annual rainfall\36 is greater than 250 mm (Figure 6). The high variability of the
data (19-152% yield increase) shows that there are significant factors other than
phosphate fertility levels that also impact yield. ICRISAT data (Figure 7) also
confirms these results. These field results are believed to be the best indicators of
potential yield in Niger. Estimates of potential yield for the nation as a whole are

34 Profit realized by the farmer depends on two ratios: the ratio of the value of the additional grain
produced to the cost of the fertilizer inputs necessary to achieve this yield (value:cost ratio) and the ratio
of the costs of a kilogram of fertilizer to the value of a kilogram of millet (price ratio) (Bationo et aI., 1992).

35 Conversions based on Bationo et al. {1990} and are presented to give a general idea of amounts
needed. Phosphate equivalency between materials and yield responsiveness are much more complicated
than presented in this report.

36 Annual rainfall is a crude but convenient method to represent water stress on crops.

42



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

not possible, however, due to (a) a lack of comprehensive and detailed soil surveys
and (b) agronomic data for only a small portion of the crops grown in Niger.

Phosphate fertilizer has a residual effect of up to 5 years in Nigerien soils (Bationo
et al., 1990). Because of this long
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Figure 5
Millet grain yields with phosphate fertilizer compared to the controls from 12 sites

over 5 years in the Maradi and Zinder Departments
(data from Eid, 1989 in Annex F).

residual effect, subsequent maintenance fertilization will require smaller amounts to
achieve similar yields. Also, phosphate fertilizer is not physically damaging to
farmers, creates no risk of 'burning' the crop, and stimulates root growth to help
crops resist drought.

Rainfall had a slightly negative impact on yields of the control in Figure 7. This
demonstrates that fertility, not rainfall, is the major constraint on Nigerien
agriculture. Low soil fertility causes a plant (crop, forage plant, or tree) to use
water inefficiently. Fertilizer significantly increases yields without increasing plant
risk to drought if the proper amounts of nutrients (primarily nitrogen, phosphorus,
and potassium) are applied (Payne, 1995). Increased disease and insect damage
probably explain the insignificant yield decrease of the control as rainfall increased.
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Bationo et al. (1990) discovered that finely ground rock phosphate from Tahoua
gives the same yield response as Nigerian single superphosphate (comparison by
unit weight of material) when both were applied to an acid soil (Chien, 1995). In
Niger, most soils used for millet cultivation are acidic. In spite of good yield
response to Tahoua phosphate (Figure 8 and Table B-8), its use is insignificant as
compared to other phosphate fertilizers (Annex F). Reasons include farmer
complains that the powdered rock is more difficult to apply than imported
granulated forms of fertilizer and that Tahoua phosphate is not readily available in
their markets.

Studies of the feasibility of exploiting Tahoua rock phosphate reserves and the
range in the quality of phosphate nodules in Tahoua's reserves do not exist. The
Tahoua samples that were studied have high content of iron and aluminum that
prevents the usual increase in phosphate availability for plants that acidulation\37
offers.

Millet Grain Yield Response from Phosphate Relative
to Rainfall
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Figure 6
Grain yield response of millet from phosphate fertilizer relative to rainfall. Data
was collected from 12 sites over 5 years in the Maradi and Zinder Departments

(data from Eid, 1989 in Annex F).

37 Phosphate rock is treated with acid, usually sulfuric acid, which usually make the phosphorus more
available to the plant. This simple process is a potential Nigerien industry.
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Soil surveys by Gavaud, 1965 through 1975, and other scientists at ORSTOM
show that the Tahoua region has a wide distribution of soils that-are high in
phosphate. This suggests that further prospecting in the area is needed. Also the
present price of Tahoua phosphate (25 FCFA/kg) is set by Centrale
d'Approv;s;onnement and may not reflect phosphate prices that a functioning mine
would realize. In addition, Nigerian subsidies are scheduled to be removed within
two years, and consequently phosphate prices are likely to rise (see Section D,
Marketing of this report).

The phosphate reserves in Park W near Tapoa do not provide as large a crop
response as the Tahoua rock phosphate unless acidulated (Bationo et al., 1990).
In addition, a soon to be signed international program for wildlife habitat
conservation will discourage exploitation of the Park W phosphate reserves (Price,
1995).

(2) Management Practices

Research shows that sustained millet grain yields of 2-3 tons per hectare are
possible through improved management practices. More important practices
include crop rotations and post-phosphate applications of fertilizer such as animal
manure, urea (nitrogen fertilizer) and potassium (Payne, 1995). However, much
improvement will be needed in infrastructure and institutions before such
investments are profitable. \38

As crop yields and profitability increase, the benefits of improved natural resource
management techniques are likely to become apparent and more economical.
However, many of the improved techniques can inflame resource tenure and
usufruct insecurity. Layers of conflicting traditional, Islamic, colonial, and post
colonial laws complicate a technically straight-forward solution. Adoption of many
of these techniques are constrained by the lack of a Rural Code. Moreover, an
operational Rural Code could take 10 years or more to develop.

38 These yields will never be achieved nationally. Rate of return on investments is likely to be better
for cash crops which would receive the majority of inputs. Nigerien farmers are trapped into investing most
of their labor into sub-subsistence production of grain which limits opportunities for cash crop production.
This in turn inhibits development of fertilizer and pesticide markets which prevents farmers from increasing
grain yields. Once this constraint is broken then infrastructure, markets, population increase, cost of labor
and land will determine the investments required to achieve subsistence grain yields.
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Response of Millet Yields to Phosphate and Nitrogen
Fertilizer Under a Range of Rainfall Years
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Figure 7
Grain yields of millet relative to rainfall with the addition of phosphate, phosphate

+ nitrogen, and no fertilizer treatment over the past 10 years at the ICRISAT
Center in Sadore Niger (Bationo, 1995).

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I



I
I
I
I
I
I
I
Il
I
I
I
I
I
I
I
I
I
I
I

Millet Yield Response to Tahoua Rock Phosphate
Compared to Triple Superphosphate

(urea was applied to both)
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Figure 8
Millet yields from Tahoua rock phosphate + urea compared to triple

superphosphate + urea. Tahoua phosphate was applied at a rate of 19 kg of P/ha,
triple superphosphate at a rate of 20 kg of P/ha, and urea at a rate of 46 kg of

nitrogen/ha
(data from Eid, 1989, Annex F)

Table B-8
Comparisons of phosphate fertilizers based on the weight of material

Fertilizer % Relative Yield Relative 1995
p1 Response Prices

fertilizer/TRp 1 fertilizer/TRp2

Tahoua rock phosphate 12. 1 1
(TRP) 1

Single superphosphate 8.3 1.02 2.2

Triple superphosphate 21. 1.84 3
1

1 Bationo at al., 1990, Chien, 1995; 2 Centrale d'Approvisionnement.
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Higher yields can help achieve subsistence needs with less land and labor
resources, and thus release resources for cash crop cultivation. Greater cash crop
production, in turn, can increase transactions in commodity markets as well as
rural incomes and demand for intermediation.

The peak demands for labor are currently (a) periods of two days after rainfall
events during planting season for millet and (b) in August and September during
weeding. It will be difficult to improve upon the "divot every two steps" method
of sowing millet that these sandy soils allow. Reducing the area needed for
planting through fertilization and improved varieties are the most likely labor saving
interventions for sowing. If time permits, a field receives two weedings using
conventional methods. Additional weeding may be needed if fertilizers are applied.
The additional weeding is likely to be justified by higher yields. Greater use of
companion techniques such as, denser plant spacing and animal traction are
needed to help farmers reduce labor demands when using fertilizers.

The dry season, with its reduced labor requirements, offers an important
opportunity to invest in soil and water conservation structures and irrigation. Soil
and water conservation are a prerequisite to increasing soil fertility. Most
nutrients, especially phosphate, are concentrated near the soil surface, the soil
strata that is most vulnerable to erosion. Numerous types of conservation
techniques have been proven effective in Niger -- however many technicians have
designed various structures such as earthen works that do more harm than good.
Training or retraining of technicians and engineers is needed before any large scale
extension program is started. As mentioned above, adoption of these techniques
may be limited by progress in developing the Rural Code.

The system of seed production set up by the GON is expensive and not very
effective (van der Linde et al., 1994). Improvements in hybrid sorghum have
created an opportunity for privatizing seed multiplication and distribution. A high
yielding hybrid millet may be ready for marketing by the year 2000 (Sivakumar,
1995). Privatization will need support of the government, especially in creating
and enforcing laws that assure seed quality.

Storage losses of grain due to pests can be substantial. These losses threaten
food supplies and encourage farmers to allocate more acreage to subsistence
crops. Integrated pest management, improved markets, and secondary road
networks will help farmers increase food security more than cereal banks.
Community cereal banks do not have a history of success in Niger (Rietsch, 1993).
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(3) Rainfed Agriculture

Rainfed production in Niger is diverse, partly to reduce risk in a low input-based
system. Production includes, for example:

• Subsistence/cash crops such as millet, sorghum, cowpeas, peanuts,
bambara groundnut (souchet), manioc, maize, okra, sesame, hay from
cowpeas, peanuts, millet stalks, and construction material from millet stalks;

• Cash crops such as pole wood, fruit trees, and henna; and

• Natural vegetation and agroforestry plants for medicines, gum arabic,
construction material, dyes, honey, firewood, forage and fodder.

Of Niger's two traditional cash crops, cowpeas appears to have greater economic
potential than groundnuts. National and regional cowpeas markets are developed.
Van der Linde, et al. (1994) reported that, of the 400,000 tons of cowpeas
produced, 34,000 tons were exported. Once subsistence levels of cereal
production are assured, through phosphate fertilization, farmers can allocate more
resources to cash crops. If commodity markets can absorb a significant increase in
cowpea production, then cowpeas are likely be the favorite cash crop.

Groundnuts have more constraints on their production and marketing than
cowpeas. First, they require very sandy soils for grain development and
harvesting. Second, they are also considered a woman's crop unless profits are
high enough to encourage male participation. Third, Niger's groundnut exports are
disadvantaged by high levels of fungal alfa-toxins. These toxins result from poor
storage and virtually eliminate groundnut exportability. Finally, low income levels
in Niger discourage use of peanut oil in favor of its cheaper and inferior substitute,
palm oil.

Figure 2 shows the highly variable production of cowpeas since 1953. The
variability is caused mainly be insects damage, especially thrips. Table B-9 shows
that cowpea yields were increased 27 times over current yields in a three year
experiment at Berni N'Konni.\39 This increase was accomplished through use of
intensive agricultural practices that include use of:

• Phosphate and pesticides,

• Improved seed and crop rotation practices, and

• Animal traction cultivation.

39 This study's average yield is 4 times greater than the average national yield of cowpeas.
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Fodder

2.37 t/ha

2.70 t/ha

Grain

Improved management (sole
crops)b

1.51 t/ha

Fodder

1.44 t/ha

1.52 t/ha

Grain

Continuous intercroppingCrop

Millet

Cowpeas

• Controls production variability better than rainfed systems,

• Is focused on high-value cash crops,

• Permits agricultural production throughout the year, and

(4) Irrigated Agriculture

Important irrigated crops in Niger include cereals (rice, wheat), vegetables (onions,
green beans, peppers, tomatoes, garlic), fiber (cotton), fruit trees (dates, guava,
papaya, citrus) .and sugarcane. Irrigation's main advantages are that it:

• Provides employment during the dry season when unemployment is
high.

Table 8-9
Traditional and improved management yields of millet and cowpea with an average

annual rainfall of 412 mma (Klaij et aI., 1994)

While phosphate fertilizer, by itself, will increase cereal production, a significant
increase in cowpea production requires an expansion of integrated pest
management supplies and management techniques. Greater production of
cowpea fodder will be an incentive for farmers to further integrate livestock
production with crop production. It will also encourage associated natural resource
management practices (e.g., improved fallow hay to supplement the high protein
cowpea hay).

b Crop rotation using sole crops with improved varieties, animal traction and inputs of phosphate
fertilizer (13 kg P/ha) and a pesticide for cowpeas. The per hectare yields of sole crops must be halved
to make an annualized, per hectare comparison with continuous intercropping.

Millet yield increases were more modest -- only 13%. They do, however, support
the fertilization results described earlier.
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The major disadvantage of irrigated systems is that they require a large investment
in small land areas in equipment, materials, labor, and training as compared to
rainfed and recessional agriculture systems.

Irrigation expansion through World Bank assistance is part of Niger's long term
growth strategy (World Bank, 1994c). but it is unlikely to add significantly to
Niger's GOP in the near term. Niger's most emphasized irrigated crops are onions,
green beans and cotton. Onion production is well-established. In 1992, 170,000
tons of onions were produced and 23,000 tons exported (van der Linde et al.,
1994). Continuing success with onions is encouraging development of other
crops and markets such as garlic, potatoes. Green bean production has potential
of developing in the Niamey area because of timely access to the international
airport (see Annex G). Projet CAT in Tillabery attempted to develop a green bean
market, but had problems with quality control and price disputes with the buyer in
Paris. The project often sold green beans at a loss (van der Linde, et aI., 1994).

Cotton has the potential to make a larger contribution to the Nigerien economy as
a result of the devaluation of the CFA franc and new contracting methods with
farmers (CAOEG, 1995). Niger has the climate, soil, waterr and irrigated
perimeters to produce high value irrigated long staple cotton.

e. Livestock

Livestock provides Niger with significant economic benefit that exceeds its
calculated proportion of GOP\40. As a result, its relative importance in Nigerrs
economy may be underestimated (World Bank, 1994). The livestock population
estimate for 1994 was 3.1 million Tropical Livestock Units with a 10% margin of
error. This estimate assumes 2 million heads of cattle, 3.75 million sheepr 6
million goats, 375,000 camels, 500,000 horses and donkeys. World Bank (1994)
suggests that exploitation of the rangelands in the northern pastoral zone is
suboptimal due to reductions in herd migrating patterns. Reduced herd mobility
has:

• Resulted from a gradual change of ownership of the herds from
pastoralists to investors or traders and from security problems in the
northr

• Caused overstocking and the disappearance of valuable forage species
such as cram cram and Cenchris biflorus (Maidaji r 1995) in the
pastoral zone over the past 10 years .

40/ Livestock includes cattle, sheep, goats, donkeys, horses, camels, chickens, guinea fowl, ducks,
rabbits, and swine. Its benefits include food, skins & hides, savings instrument, traction, and social status.
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Rangelands may have the potential to sustain much higher livestock population if
the composition of plant species is improved (World Bank, 1994a) and if other
actions are taken to reduce drought risk on livestock. For example, technologies
that permit rapid de-stocking, such as meat drying and salt curing, are needed.
These capabilities will help reduce overstocking during dry seasons without
repeating the disastrous losses of livestock and the wealth it embodies that have
occurred in previous droughts. Pastoralists and farmers also need alternatives to
livestock as instruments of savings to encourage them to de-stock, especially after
poor rainfall years.

Pastoralists have an important role in Niger's economy, but farmers continue to
expand onto rangeland and restrict livestock migration. Approximately 10 to 20%
of the Nigerien cattle\41 is still owned by nomadic pastoral communities of the
Fulani and Tuareg ethnic groups who spend the entire year in the pastoral and
agro-pastoral zones. Low quality of forage from March to July necessitates their
migration to Nigeria and southern pastures during the cropping season. Yet,
farmers are almost encouraged to expand onto traditional range lands and block
migration. In some areas farmers cultivate "trap fields,,\42 to reap a portion of
heavy fines levied against pastoralists by local authorities (Maidaji, 1995).

Agricultural expansion must not compromise production systems of pastoralists.
Otherwise, Niger risks losing much of the value of the pastoral zone.

3. Evaluation of Selected Management Practices

a. North

The "north" zone of this analysis is the agro-pastoral zone that occurs the Sahel ian
bio-c1imatic zone. Annual rainfall ranges between 250 and 400 mm on average
and is highly variable (coefficients of variations around 30%). Agricultural
expansion is most rapid in this zone and it is cutting off pastoralists from traditional
grazing lands. This is the zone with high potential of integrating agriculture and
livestock, but is also a zone with the greatest conflict between farmers and
pastoralists. It ~ies between the pastoral zone to the north and agricultural zone to
the south.

41/ No reliable data exists (World Bank, 1994a).

42/ Farmers cultivate small, isolated fields in traditional rangelands in the hope of catching pastoralist's
livestock damaging the crop.
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b. South

The "south" zone of this analysis is an agricultural zone that occurs in the Sahelo
Sudanese bio-c1imatic zone. Annual rainfall ranges between 400 and 900 mm on
average and is moderately variable (coefficients of variation around 20%).
Agricultural expansion is nearly impossible because most arable land is already
cultivated. Here, intensification is occurring through use of fertilizers and
pesticides, but fallow periods are declining. The opposing impact of these
changing practices on yields, or poor data collection practices may explain why
production statistics at the Arrondissement level do not yet reflect yield increases.
"Cut and carry" (hay and fodder) type of livestock production has potential in this
zone if land is released for managed fallows.

c. Water Harvesting

Water harvesting structures are a labor intensive intervention that requires some
supervision by extension agents. Farmers with access to sufficient land are
unlikely to reallocate labor and capital from traditional agriculture to more intensive
water harvesting unless either (a) crop risk declines for subsistence crops or (b)
expected profits from cash crops are significant. Phosphate fertilizer is needed to
achieve either of these conditions.

Water harvesting is attractive to land poor farmers for subsistence crops in areas
where strong competition exists for agriculture land. Even these farmers adopt
water harvesting practices hesitantly and on a limited basis due to insecure land
tenure rights.

d. Organic and Chemical Fertilizer

Phosphate is the most limiting nutrient for Nigerien agriculture. Research results,
described above, show that on average a 6500 FCFA/ha investment of phosphate
fertilizer\43 will increase millet yields 30%. Once this occurs, additional
investment in animal manure and urea will have larger returns. A 7,000 FCFA
investment in urea, for example, will increase yields 40 percent or 1.2 times the
yields possible without prior phosphate inputs.

43 Calculated from 1995 fertilizer prices quoted by the Centrale d'Approv;s;onnement in Niamey.
Transportation and handling costs will increase the price farmers must pay.
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e. Animal Traction

Animal traction will become more attractive as fertilizer inputs are increased and
weeding becomes more important. For example, with increased soil fertility and
production, more hay is likely to be available from increased peanut and cowpea
production. Hay from these sources will reduce the cost of maintaining an animal.

f. Managed Fallow

Managed fallow for grass and legume hay production would be possible if
production goals could be met with less than 100 percent capacity utilization of
land. For this to happen, yields would have to increase through, for example,
improved crop management, greater use of fertilizers and pesticides or widespread
availability of improved seed.

g. Field Trees

Natural regeneration and planting of trees in fields (approximately 50 trees per
hectare) will help protect the soil from erosive winds, reduce time spent by women
collecting firewood and raise yields slightly. The erosion protection offered by
windbreaks is well documented, but recent studies on windbreaks in the Maggia
Valley of Niger provide the first documented indications that windbreaks may raise
yields slightly. These yield increases may be due to an improved micro
environment and the additional accumulation of manure from livestock that are
attracted by the shade during the hot season. These yield increases, however, are
not yet confirmed by other studies. As a consequence, this analysis considers field
trees as a soil conservation measure that does not affect crop yields but provides
wood and fodder.

h. Crop Yield Responses

Crop yields show 0% compound growth since 1980, except for sorghum which
has experienced a 3 percent decrease in yields since 1980. See agricultural data in
Annex F.

4. Policy Requirements

a. Fertilizer and Pesticide

The simplest and fastest way to increase agricultural production and rural income
is to apply phosphate fertilizer to rainfed cereal crops. It is reasonable to expect an
immediate 30% increase in yields. Benefits in subsequent years to one-time
applications are substantial, but less predictable.
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Other 5ahelian countries are realizing the unique importance of fertilizer as means
to restore depleted soils. Senegal has, for example, discouraged local use of its
phosphate reserves for years in favor of selling them for foreign exchange. In
1995, however, changed it laws to encourage local use of its phosphate reserves.
It has also directed its agricultural research institute, ISRA, to study appropriate
application of its Matam phosphate reserves\44 and follow-up fertility maintenance
with organic fertilizer. This strategy is based on realization that NRMs projects
perform more effectively after phosphate constraints to soil fertility are reduced.

The agriculture investment second in priority to phosphate fertilizer is pesticide.
Pesticides can dramatically increase cash crop production. For example, proper
dosage and application of pesticides can raise cowpeas yields four times in the
season in which they are applied. Fertilizer and pesticides use should be
stimulated so as to help, not hinder, the private sector markets for these inputs.
Extension advice should guide application of these investments.

These two interventions, implemented over a relatively short time and with a
reasonable transition to a free market, are essential for delivering the yield
increases needed to support the activities that USAID/Niger has developed in 502
and 503. Without a significant increase in production, markets will be slow to
develop and demand for credit will be low. Without a significant increase in
production, improved natural resource management will be limited to project sites
and agricultural expansion will continue to degrade the land.

Tahoua rock phosphate has potential for meeting Niger's phosphorus needs, and it
can be produced locally. Employment and foreign exchange savings possible from
its local production should easily outweigh disadvantages associated with its
bulkiness as compared with other fertilizers. Moreover, the simple grinding process
needed to prepare the fertilizer for distribution is likely to be feasible in Niger.

For rock phosphate in the Tahoua region, the GON, donors, agricultural research
and extension organization should:

• Determine the extent, quality and feasibility of commercially
developing the rock phosphate reserve,

• Develop application techniques of the rock material that are more
acceptable to farmers than the currently used hand distribution of
phosphate powder, and

44/ Personal communication with P. Anamosa at the Consortium for International Development, Dakar,
1995.
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• Develop simple methods to distinguish between acid soils that
respond well to rock phosphate and other soils that require more
soluble simple or triple superphosphate.

b. Land Tenure

Tenure and usufruct insecurity may be more important issues than equity when
developing the Rural Code. Insecurity is an issue more easily resolved than
ownership rights. Moreover, usufruct security will allow Niger to progress more
quickly toward sustainable agricultural production. Its quick resolution can also
reduce environmental degradation.

After usufruct rights are assured then free market forces can react with
investments and rents to balance the benefits of tenure resolution among Nigerien
society. Donor concerns about remaining problems of inequity can be addressed in
other programs. Overall, many benefits will result from GON assurance that laws
and incentives encourage sustainable land management and express policies that
emphasize the economic importance of both livestock and agriculture.

USAID's S03 is dependent on rapid development of a Rural Code that encourages
investing in improved natural resource management practices, an unlikely event in
the short or intermediate term (next five years). Land owners are likely to invest in
improved NRM practices only if both (a) productivity and profitability significantly
increase and (b) secure tenure exists. The productivity and profitability conditions
will create the affordability to invest in NRMs projects. The land tenure condition
will create the assurance that NRMs investors will have use of their completed
NRMs projects long enough to receive the benefits of their investments.

5. Validity of USAID/Niger's Vision

S02 and S03 will not be achieve unless there is a substantial increase in
agricultural production. Such an increase in agricultural production will require a
major increase in phosphate fertilizer usage for all crops. With respect to increased
fertility of depleted soil in the Sahel, Sanchez states,

"It's got to come from a bag. "\45

Pesticide usage can provide dramatic secondary assistance for production of
certain crops such as cowpeas.

Improvement in resource tenure will be a slow process and will continue to be a
serious constraint on adoption of improved NRM practices predicated for achieving
S03. Tenure insecurity discourages investments that are required for production

45{ P. Sanchez, 1994. Personal communication via ICRAF, Nairobi.
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oriented agriculture on which donors have funded much research. Moreover, it will
contribute to continued environmental degradation and human conflicts.

S03 focuses on conservation, not production, as reflected in the emphasis on NRM
technologies that primarily affect degraded lands (e.g., soil and water conservation
techniques, agroforestry). S03 has two unsurmountable weaknesses. First, NRM
interventions mentioned in the Proposed Strategy Plan are not likely to be adopted
without land tenure reform and such reform is unlikely in the foreseeable future.
Second, S03 deployment of NRMs practices is based on conceptually perceived
needs for conservation rather than on their profitability. Agricultural profitable will
be greater on non-degraded land rather than on the degraded land that is targeted
for NRMs projects.

The language of S03 refers to forestry 3 to 1 over agriculture. By contrast that is
in sharp contrast to the titles of USAID's activities (7 references to agriculture and
1 to forestry). Range and livestock are hardly mentioned at all in USAID's
activities. The shrub lands of Niger are important, especially for fuel and fodder,
but they will not drive Niger's economy. For this reason S02 and S03 are weakly
linked and depend on other donor activities to assure their success.

S02 desire to reduce the amount of bribes paid by truck drivers to government
agents is well placed for reducing the costs of transportation, improving road
safety, and reducing the cost of road maintenance (i.e., damage caused by
overweight trucks).

USAID is leading the way among donors with its emphasis on early warning and
disaster mitigation. Mitigation is essential for economic growth in Niger and it
supports the goals of S02 and S03. Considering the series of good agricultural
production years, DPM's activities may need to be slightly broadened to include
proactive activities that reduce risk in those areas with the worst history of famine.
Activities could include, for example, credit, food storage, food processing, and
phosphate fertilization (Adelski et aI., 1994).
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C. Agricultural Marketing

This section has two purposes. First, it identifies strategies to address
infrastructural, systemic and administrative constraints that preclude optimal
performance of targeted crops on local and regional markets.

Second, this section attempts to determine strategies for Nigerien agricultural
commodities and services to compete more effectively on local and regional
markets. Improved sales on these markets will enhance the contribution of rural
enterprises to Niger's agricultural productivity and economic growth.

1. Methodology

Three processes were used determine the observations and findings in this section.
They are:

{a} Questionnaire/interviews. Two questionnaires, one for producers and other for
entrepreneurs were developed and administered. These questionnaires were used
extensively in Maradi and Zinder Departments. The interviews provided practical
information about agricultural marketing constraints as well as the role of the
Government of Niger in private sector development.

(b) Literature search. Niger is very rich in studies and concept papers about
constraints and impact of its agricultural marketing system. The majority of the
studies reviewed are of excellent quality and were often authored by host country
nationals.

(c) A commodity systems/subsector approach. This approach permitted direct use
of existing commodity studies which usually focus on individual commodity sectors
("filieres") .

2. Niger's Input Markets: Constraints and Opportunities

Niger's agriculture input markets operate in the context of rapid population growth,
declining soil fertility and severe cyclical drought conditions. These conditions
emphasize the importance of increasing agricultural productivity for Niger's food
security.
While natural forces and donor action drove input markets in the 1970s and 80s,
only natural forces appear to drive Niger's input markets in the 1990s.

The current status of Niger's input market includes: (1) no national seed policy; (2)
no national fertilizer policy; (3) well intentioned, but poorly coordinated donor and
project financed input schemes; (4) little to absolutely no assessment or definition
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of the needs of small farmers and (4) no private sector participation in seed and
farm tools markets.

a. Seed market

(1) Seed Production Projects

In 1975, the GON through USAID began the Projet Cerealier National (PCN),
designed to improve the infrastructure for seed production, market information and
an improved and drought resistant seeds for Niger. The project design called for a
seed farm in Lossa for cereals and legumes and five seed multiplication centers
located in Hamdallaye (Tillabery), Guecheme (Dosso), Doukou- Doukou (Tahoua),
Douromkossaou (Maradi) and Angoual Gamgi (Zinder).

This $ 50 million project was coordinated by the Institut National des Recherches
Agricole du Niger (INRAN). The Lossa farm was charged with producing improved
seeds. The multiplication centers were to multiply and adapt the seeds to local
specifications. The farmers were to purchase the seeds directly from the centers.
No private companies were included in the original seed subsector infrastructure.
Very few, if any, operate now.

Ending in 1989, PCN had little success in its efforts to get improved seed in the
hands of farmers. Even though the seed farm and multiplication centers still exist,
high production costs, meager government financial support to the centers,
insufficient technology transfer and the absence of a GON seed subsector policy
left this activity in disarray. Notwithstanding these problems, a World Bank
technical paper reported 1994 that improved seed would increase millet and
cowpeas production by 10 percent and 20 percent respectively. \46

In 1989, a follow-on project referred to as the Projet Developpement des Activities
Semencies du Niger (PDASN) was designed. It started in 1991, but was
terminated in 1991 due to a lack of funds. During its short existence, it was
managed by the Ministry of Agriculture and Livestock and was intended (a) to
increase private-sector participation in seed production and commercialization and
(b) to establish a national seed policy.

(2) Seed production capacity

Production of cereals and legume seed is difficult to determine because no
production, price, or trade data has been collected since 1989. According to a
March 1994 Ministry of Agriculture and the World Bank study, however, the five
multiplication centers have the capacity to produce 180 tons of M2 on 300
hectares. During the five year PCN project, the multiplication centers produced

46{ World Bank, Assessment of the Demand for and Supply of Agricultural Inputs, March 1994.
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about 150 tons annually. An estimated 92,000 tons of millet, sorghum cow peas
and groundnuts seed are required annually by Niger's cereal and legume farmers.

(3) Supply: Millet, Sorghum, Cow Peas and Rice

An estimated 80 percent of farmers produce their own cereals seeds. Normally
they attempt to set aside one tenth of each crop as seeds, according to INRAN
Maradi. The sometimes operational multiplication centers sell limited quantities of
millet, sorghum and cowpeas seed for 1,800 - 2,300 FCFA/kilo. These prices
exceed costs of production at the centers, but the 1994 devaluation of the FCFA
raised the seed centers' input costs for pesticides, fertilizers and energy.

INRAN Maradi, which services Maradi, Diffa and Zinder Departments, produces and
sells modest amounts of M1 and M2 of millet, sorghum, onion and cowpeas seeds
to farmers as they become available. In discussing the role of INRAN Maradi, the
Director and his deputy made it clear that the station's primary research
responsibility is to produce improved MO millet and cowpeas seed for the Lossa
seed farm. Secondly, through IFAD and the World Bank projects, it helps
strengthen the agricultural extension service to improve seed yields. Both the
Service d'Agriculture and INRAN provide joint technical assistance through joint
work plans to agricultural stations and agents at the arrondissement level.
However, in recent years, the demand for improved seed (drought resistant and
high yielding) has increased so greatly, that INRAN Maradi produced approximately
55 tons of seeds last year. The INRAN Maradi director reported that research
station directors in Burkina Faso, Benin and Nigeria approach INRAN seeking
supplies of seed.

INRAN Maradi says it has the additional capacity to produce 60-65 tons per year,
but must have a firm contract to supply seed prior to its production. The station
sells millet and sorghum seed at 250 FCFA/kilo, cowpeas seed at 300 FCFA/kiio
and onion seed at 25,000 FCFA/kilo. These seed prices have remained constant
for the last four years (except onion seed). Peanut seeds also sell for 300
kilograms.

The market for INRAN seeds is mainly farmers close to the Nigerian border. In
Maradi, Zinder and Niamey, garden vegetable seeds from France are sold in retail
shops. The Tarka Valley Basin Project (Tahoua Department) imports high quality
wheat seeds from Saudi Arabia.

The Office National des Amenagement Hydro-Agricole (ONAHA) produces
improved seed in sufficient quantities to achieve the GON's rice production
objectives. M 1 seed is multiplied on its seed farm in Saadia, and M2 and M3 are
produced on irrigated lands.
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b. Demand for Seeds

Recent data from Ministry of Agriculture in 1989 indicate that seed production
during the 1988 growing season reached 200 tons. This tonnage addresses only
0.2 percent of the 92,000 tons of millet, sorghum, cowpeas and peanut seeds
(M3) that Nigerian farmers need annually according to the Annual National Plan.

The effective demand for commercially produced seeds, at 0.2 percent of planned
requirements is very low. Small farmers in the Maradi and Zinder departments
indicated that they do not know where to get improved seeds or how to use them.
Where purchasing power is growing, however, the demand for improved seeds is
growing as well.

For example, INRAN is barely keeping pace with the demand for onion seeds this
year. Their onion seeds sold for 15,000 FCFA/kg in 1994 and 25,000 FCFA/kg in
1995. Seed demand is also strong for non-traditional export crops such as sweet
peppers, potatoes, tomatoes and peanuts. Donor projects also have strong
demand for seeds. For example, the FAD Project Maradi, Project PASP in
Tillabery, and FIDA/PSN in Aguie provide credit to farmers for inputs or sponsor
swaps of seed for grain.

c. Fertilizers

(1) Market Participants, Prices and Operational Characteristics

The fertilizer market is 90 percent dominated by the private sector, with
government intervention through the Centrale d'Approvisionnement (CAl, the
government agency charged with fertilizer distribution. Fertilizer is available and at
relatively low cost, because Niger's private sector imports subsidized fertilizers,
mostly 15-15-15 and urea, from Nigeria.

Northern Nigerian businesses are allotted quotas of fertilizer annually to supply
farmers in their -regions. Nigerian exporters include Niger fertilizer demand in their
request to the Nigerian government. Nigeria's official fertilizer price is 150
naira/25kg sac. Niger's dealers buy fertilizer in Nigeria at prices ranging from 300
to 600 naira/25kg sac. It, (15-15-15 or NKP) is sold on local markets in Niger for
between 2,500 and 5,000 FCFA/50kg sacs.

Border prices of fertilizer fluctuate significantly because Nigeria periodically stops
this well-established, but illicit fertilizer trade with Niger. During the last three
weeks of August 1995, for example, Nigerian customs virtually shut down fertilizer
shipments to Niger and have levied heavy fines on the "smugglers". This
interruption of supply has caused fertilizer prices in Niger to reach 6,000
FCFA/50kg sac. Recent fertilizer prices are summarized in Table C-1 .
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Table C-1
FERTILIZER PRICE DATA

CROPS 15-15-15 15-15-15 UREA

JUNE AUGUST JUNE

Cowpeas 2000 FCFA/50 kg 6000 CFA/50 kg 2000 CFA/50 kg

Onion 3000 CFA/50 kg 5000 CFA/50 kg 2000 CFA/50 kg

Souchet 2500 CFA/50 kg 4000 CFA/50 kg 2200 CFA/50 kg

Source: Interview with farmers and fertilizer importers in Zinder and Maradi (8/95)

Nigeria's interruption of fertilizer exports is likely to end in the near future. A long
term constraint looms within two years when the Nigerian government, submitting
to GATT/WTO pressure, ends fertilizer subsidies to its own farmers. This
impending event gives new importance to phosphate deposits in Parc Wand Akker
in the Tahoua Department.

(2) Feasibility of Use of Niger's Phosphate Fertilizer

Technology and private and public investments issues must still be addressed
before Niger's phosphate deposits can be determined to be economically viable.
The International Fertilizer Development Corporation (IFOC), the International Crops
Research Institute for the Semi-Arid Tropics (ICRISAT) and INRAN collaborate on
research to determine crops yields, adaptability and diffusion issues of phosphate
rock in Niger.

On farm trials of phosphate in Gobery recorded increased yields of millet by an
average of 250 percent in the plots to which the phosphate fertilizers had been
applied, according to IFDC Report, June, 1995. Led by IFDC's Senior Soil
Scientist, Dr. Andre Bationo, the research findings indicate that fertilizer
consumption increased in Gobery from less than two metric tons of single
superphosphate (SSP) in 1982 to more than 115 mt of SSP, urea and compound
NKP fertilizers in 1988. In 1994, 98 percent of the farms in Gobery were
fertilized.

The Netherlands is probably the largest international donor to invest in fertilizer
research in West Africa. In April, 1995, the Netherlands Government signed a four
year extension of IFDC-Africa's market development project. This is phase III of
IFDC's activities in Africa. While phase I and II addressed fertilizer marketing
transparency, privatization, country specific studies/research, and the use of
phosphate rock. One particularly significant activity was the establishment of an
African Fertilizer Information Database. This data base contains national fertilizer
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supply and demand statistics, national fertilizer prices, fertilizer trade information
and participants in the sub-Saharan fertilizer market.

Phase III will be particularly important for Niger. Its objectives are to:

• Restore the productive base of degraded soils in areas with agronomic
potential for crop production,

• Develop sustainable agricultural production systems, and

• Support national governments in West Africa as they privatize fertilizer
production and marketing.

INRAN's soils laboratory in Niamey is headed by U.S. trained, formerly USAID
funded, host country soil scientists. In search of a practical source of affordable,
yield enhancing fertilizer, INRAN submitted a proposal to USAID in 1993 to field
test Niger's phosphate. This proposal remains available for donor support.

INRAN is researching the possibility of mixing phosphate with compost. Two
primary issues are addressed in this research. First, farmers complain that
phosphate fertilizer in powder form is partly carried away by the wind during
application. When mixed with compost, however, its application is easily
controlled. Second, the research is expected to determine if a phosphate/compost
mixture increases yields more than phosphate by itself.

(2) Current Fertilizer Marketing Constraints

Credit is a major constraint to fertilizer use among small farmers. Many small
farmers purchase fertilizer from local businessmen on credit, and repay the loans
with profits from their crops at harvest. In debt with no apparent option but to sell
their crops when everyone is selling, the farmers sell at very low prices to payoff
loans. Farmers in Zinder and Maradi report they sell cowpeas as low as 2,500
FCFA/100 kg sack at harvest time to repay loans to creditors. A few months later,
the same cowpeas sells for 4000- 7,500 FCFA/ 100 kg sack.

Donor interventions in Niger's fertilizer marketing receive mixed reviews from
farmers and private operators. Cooperatives and individual farmers, in some cases,
benefit from donor supported credit schemes to purchase fertilizers. Credit is
made available at the beginning of the growing season, usually at market interest
rates. In some cases, the donors underwrite the value of a loan for a consolidated
fertilizer order from several villages. The farmers reimburse the loan once they
have sold their crops.

Several public and private sector representatives would like widespread donor
assistance with fertilizer through creation of donor sponsored, privately run
marketing boards. The boards would among other things, set floor prices, trade
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with small farmers, trade with larger producers and exporters and gain access to
formal Nigerian markets.

The potential usefulness of such a scheme is illustrated by the trading situation
with cowpeas. Nigerian traders in its formal sector have refused to accept
cowpeas from Niger since SONARA, Niger's erstwhile parastatal of cowpeas and
peanuts, shut down its marketing operations. Nigerian traders find Niger's
informal sector unable to supply sufficiently large quantities of cowpeas at
acceptable quality.

3. Output marketing

Several studies by USAID/Niamey, French Cooperation, FAO and the World Bank
exist for cow peas, onions, souchet, rice, peppers and peanuts. While green beans
offer excellent market opportunities in France and Germany, very little production
data or local market information is available in Niamey.

a. Onions and Garlic

Onion exports to West African markets offer the greatest return to farmers of any
other Nigerien commercial crop. Estimated sales revenue at 2.17 billion FCFA in
1993 are up from 1.37 billion CFA in 1992. Onion and garlic marketing in Niger is
run by the private sector. Three onion varieties dominate 85 percent of sales, they
are:

• Violet de Galmi,

• Blanc de Galmi, and

• Blanc de Soumarana.

These onions place Niger as the premier onion producer in West Africa. The violet
de Galmi is particularly appreciated in the regional markets of Togo, Ghana, Burkina
Faso and Abidjan (Cote d'ivoire) for its long shelf life and predictable production
cycle.

Three issues, lack of credit, poor storage and poor conservation techniques are
said to be formidable constraints to improving Niger's market share on West
African onion markets. Dutch and German technical assistance have made
progress in providing credit and storage technologies to onion farmers in the
Tahoua Department. However, these interventions could be applied in other areas.
The Galmi Cooperative in Table C-1 summarizes market constraints to farmers.
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(1) Market Share and Distribution

Market imperfections include central dispatcher practices in Niger of limiting foreign
buyers to certain buying stations in their markets. Some merchants bar access to
certain markets and withhold market information from foreign buyers. Central
dispatchers collaborate with local officials to restrict parking areas for foreign
trucks desiring to pick up onion shipments. Truckers collude with dispatchers to
withhold market price information from producers.

According to a USAID/Niamey funded study, "Action Plan for the Development of
Onion and Garlic Crops in Niger," Niger's share of the Ivorian and Ghanianr
Togolese and Beninois onion markets is between 40 and 60 percent, and 60 to 70
percent of the Burkinabe market. Even though onion and garlic marketing is
entirely a private sector domain and market share growth potential exists in
secondary towns in West Africa, lack of knowledge about ECOWAS export
activitiesr customs and transit regulations pose serious obstacles to increased
market penetration. Furthermorer Niger's marketers have little access to formal
market operators. Nigerien merchants lack information about the marketing mixes
of competing products and have limited capacity to react to competitive moves.

65

Poor rural roads leading to
production areas.
Lack of credit to purchase
fertilizer and to pay for
household needs during
"soudure" or planting season.
Lack of formal credit forces
farmers to sell at harvest at
unfavorable prices.
Storage capacity and
conservation techniques are very
limited.
Collusive relations between
buyers and commission purchase
agents, thus depressing producer
prices.
Market information barred from
producers.
Central dispatcher works to limit
buyers to certain buying points.

Onion and Garlic Market Constraints:

Table C-1
Onion Export Constraints

7.

6.

Galmi Onion Cooperative

Function: Export of Onions to Regional 1.
Markets; organize committee to set
onion floor price. 2.
Location: Galmi, Tahoua
Number of coop members: 854
Average size of plot: .25 to 2.5
hectares 3.
Irrigation type: Water pumped by
ONAHA
Markets: Togo, Ghana, Cote drlvoire 4.
Price: Varies from 2,000 cfa on local
market to 30,000 cfa 5 months after
harvest. 5.
Market constraints: Lack of credit,
poor conservation and storager no
market information.
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Table C-2
Onion Prices in Selected Export Countries, 1995

Price
Quantity Destination high/low

120kg/sack Cote de'lvoire 4,500 FCFA (low)
25-30,000 caf (high)

130kg/sack Ghana 5,000 FCFA (low)
30,000 FCFA (high)

140kg/sack Togo 5,500 FCFA (low)
30,000 FCFA (high)

100kg/sack Local market 2,000 FCFA (low)
20,000 FCFA (high)

Source: Galmi Onion Cooperative

* Sacks provided by buyers

b. Cowpeas

Cowpeas is the leading rainfed, cash crop cultivated in Niger, replacing peanuts.
The severe climatic droughts in the 1970s and early 1980s and an end to French
subsidization of peanuts forced small farmers to shift from peanut to cowpea
production. Intercropped with millet and sorghum, cowpeas require no fertilizer
and little rainfall. Moreover, this crop restores nitrogen to the soil.

(1) External market conditions

Cowpeas are produced near Nigeria's border, mainly in Oosso, Zinder and Maradi.
Farmers and exporters have experienced a 3 percent annual growth in cowpea
exports and an insatiable informal sector in Niger. Advantages and disadvantages
of the Nigerian market are:

• Nigeria's strategy is to develop cow peas production domestically, and
consequently it passed laws in 1991 to prohibit the import of cow
peas, sorghum and other grains.

• Cameroon and Chad export directly to the major southern cowpea
consumption regions of Nigeria, eliminating the Northern Nigerian
middlemen and enjoying a greater profit margin than Nigerien
exporters.
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• No replacement has stepped forward to supply Nigeria's formal sector
(OSCUDA and NAMCO) cowpea market. Since SONARA's
liquidation, this multimillion CFA market remains untapped.

• Nigeria has very rigid, detailed administrative procedures on the import
of foodstuffs. Nigerien exporters, ignorant of the procedures, are
forced to pay bribes to enter their product onto Nigeria's markets.

(2) Internal Market Conditions

Local buyers negotiate price and quantity with farmers prior to harvest. These
local buyers or "commissionaires" are employed, more often than not, by large
exporters or wholesalers. Prior to 1990, SONARA, a public owned marketing firm,
bought and sold peanuts and cowpeas. Endowed with a bloated bureaucracy,
elaborate capital investments (silos, building, warehouses, private lodging), and
ever recurring droughts, SONARA was closed as part of structural adjustment
programs.

SONARA's peanut operations were losing money, but its cowpea operations were
profitable. Its cowpea exports averaged 30,000 tons annually, mainly to Nigeria
and, as noted above, its former Nigerian importers have refused to do business
with small-scale Nigerien exporters.

Interviews with farmers and exporters in Zinder and Maradi Department suggest
that the economics of cowpea production and marketing, for the small farmer, is
dismal.

Internal market constraints identified during interviews were:

• Small farmers lack access to credit to cover basic expenses.

• Insecticides are provided free of charge by the Ministry of Agriculture to
small farmers, but only at 60-70 percent of requirements. Residual parasites
significantly reduce cowpea storage life.

• Improper storage techniques, independent of insecticide treatment, cause of
30-60 percent post-harvest crop loss.

• Cowpea prices are especially low at harvest time when many farmers sell to
repay loans, but barely recuperate enough profit to cover production costs.

• Neither farmers nor cooperatives have influence over cowpea prices.
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Table C-3
Net Marketing Costs: Cowpeas

Average yield/hectare: 125 kg/hectare

Harvest: labor 300 - 700 FCFA/day

Farm gate prices: 60 FCFA/kg (harvest season)
125 FCFA/kg (rainy season)
200 FCFA/kg (planting season)

Storage: insecticides (free from Ministry of Agriculture.)
30 -60 percent loss

Bagging: (labor) 300 -700 FCFA/day
Sacks/bags: 12 bags @ 3,500 FCFA
String: 1 cord/sack 50 FCFA
Sewing sack: 50 FCFA/sack
Loading bags on cart or truck: 50 FCFA/bag

Transportation (examples)
50 kg or 100 kg Zinder to Kana 500 FCFA
50 kg or 100 kg Zinder Mirriah (30km) 200 FCFA
50 kg or 100 kg Maradi to Sai Saban 33 km 300 FCFA

c. Fresh Produce

(1) Market Participants, Prices and Operational Characteristics

Produce production in Niger is scattered over several departments, but major
production areas are Tillakaina, Niamey (along the river) and Maradi (along the
Goulby River). Production data is difficult to obtain because the Ministry of
Agriculture does not survey fresh vegetable production.

Produce marketing, especially to Europe, primarily France, began around 1967.
SONIPRIM and JIC were exporters until 1985. In 1982, Niger was one of the
largest produce (pineapples, green beans, mangos, chili peppers) exporter to
France, shipping 12,000 tons.

Tillakaina's cooperative is the only cooperative that exports fresh vegetables. It
exported approximately 850 tons of green beans in 1990. The cooperative has 62
hectares under irrigation. Part of its success is attributable to its ownership of a
cold storage and pack house and its proximity to an airfreight terminal located at
Niamey, a distance of 150 km on a well maintained road.
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Green bean exports to France take place from November to March. Constraints,
internal and external include:

• The best organized production and marketing company of produce for
export in Niger, SONIPRIM, closed operations in 1983,

• Flights from Niamey to Europe declined substantially when UTA
terminated service and when Air France reduced the number of flights
through Niamey,

• Combination passenger/cargo planes have replaced 40 percent of air
cargo service to Niamey making cargo/freight bookings subject to
passenger displacement on all flights,

• Downturn in the national economy does not permit producers to
invest in export crops. These crops are perceived as secondary to
staple crops, millet, sorghum and maize,

• Lack of a commercial strategy for produce at the Ministry of
Agriculture or the National Center for External Commerce, and

• Lack of formal sector produce operators who can finance
phytosanitary certification that French and Ivorian
importer/wholesalers require.

Interviews and studies confirm that demand for Niger's produce still exists on
external and regional markets. Indications of demand include:

(1) External markets

• SICA Avignonnaise imports vegetables from Burkina.

• Fruimacop currently imports green beans from Tillakaina Cooperative.

• SICA AMCA, a French cooperative currently imports from Egypt.

• COLEACP and la Goele have expressed interest in importing green
beans from Niger to the Rungis market.

(2) Regional market

• Abidjan is well penetrated by Niger's onions, but unexploited for other
crops such as green beans, garlic and potatoes. INDEX and
SOVIFRAIS are two major wholesalers seeking suppliers in Niger.
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4. Niger Trade Relations

Nigeria is Niger's most important regional trading partner. Sharing a 1500
kilometers border, cultural and ethnic similarities with Northern Nigeria, commercial
exchanges existed before the two countries became modern countries.

Niger's primary exports to Nigeria are cattle, hides, skins and cowpeas. The sole
source of trade data to determine volume and value of Niger's exports to Nigeria is
the customs service. As most agricultural trade between Niger and Nigeria is
informal, this data provides incomplete estimates of trade. Nevertheless, Niger's
Ministry of Agriculture and Livestock periodically estimates the annual volume of
trade of primary exports to Nigeria.

a. Livestock Trade

Goats, sheep and cattle represented 95 percent of livestock exported to Nigeria,
according to the Niger/Nigeria Mixte Commission. Principal exporting provinces,
Dosso, Maradi, linder and Tahoua, exported livestock valued at 7.7 billion FCFA in
1993 and 6.3 billion in 1992.

b. Hides and Skins

Niger exported 254,635 hides and skins in 1992, of which 90 percent went to
Nigeria. Total hides and skins trade was 147 million FCFA in 1992 and 169 million
FCFA in 1993. Niamey, Maradi and linder Departments were principle areas of
production and origin of exports of hides and skins to Nigeria. (Source: Niger
Nigeria Mixte Commission)

c. Cowpeas

Cowpeas shipped to Nigeria in 1992 and 1993 are estimated at 404,808 tons and
424,824 tons, respectively. Cultivated primarily in the Dosso, linder, Maradi and
Tahoua Departments, over 80 percent of Niger's cowpeas are shipped to Nigeria.
A small quantity in consumed locally where it is an important source of protein
among the rural poor.
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• Nigerian bank transfers deposit to Nigeria's Central Bank.

• Central bank sends naira to a clearing house.

Four issues continually strain trade relations between Nigeria and Niger.

Export Item 1992 1993

Livestock 6,305 7,739

Cowpeas 12,569 9,118

Hides and Skins 147 169
, .. - -

Most large entrepreneurs in Maradi and Zinder underlined this process as one
of the main reasons, they bypass the commercial banking system for foreign
exchange.

• Niger's central bank forwards the deposit to the entrepreneur's local
bank.

• The "chamber" send the FCFA to Niger's central bank.

• Naira must them been transferred to the "Chambre de des
compensations" as naira are not recognized in the zone franc.

Source: Projet d Analyse et de SUIVI de la Pohtlque Economlque (PASPE)
March 1995

Niger Export Trade Summary (Millions of Franc FCFA) to Nigeria

• Receipts are deposited in a local Nigerian bank.

(2) Distrust between Niger's entrepreneurs and Nigeria's administrative
enforcement system. Bribery is a standard practice for any and all services
whether Nigerien exporters have all the required documents or not.

(1) Foreign Exchange procedures are extremely cumbersome and time
consuming. Nigeriens exporting goods to Nigeria may wait six months
before their accounts are credited for products delivered. Steps involved in
naira conversion include:

Nigerian largest exports to Niger are petroleum, electricity, sugar and grains
(millet, maize and sorghum). While wheat flour, processed foods and cigarettes
are big ticket items for Nigerian exporters, grains remains among the "big three" in
Nigerian exports to Niger.
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(3) Nigeria has an elaborate administrative apparatus, with many complicated,
complex regulations that are not fully understood by Nigerien exporters and
public servants. Consequently, The complexity helps explain why Niger's
private sector representatives are frequently out of compliance with these
administrative procedures.

(4) Currently eighty five percent of the fertilizer consumed in Niger, comes from
Nigeria, largely due to Nigeria's subsidized fertilizer prices. GATT
agreements call for Nigeria to end its fertilizer subsidy in two years, as noted
earlier.

4. Constraints Analysis. This section was addressed in sections 2 and 3.

5. Analysis of Donor and GON Intervention in Agricultural Marketing

a. Donors

Donor funded agricultural marketing projects in Niger are numerous and
uncoordinated. In the Maradi Department, for example, every Arrondissement has
a donor driven agricultural marketing project. The Ministry of Plan publishes a 150
page directory of donor involvement in agriculture input and output marketing.

Table C-3 identifies major donor agricultural marketing projects for cash and export
crops.

Table C-3
Donor Assistance for Cash and Export Crops

Products Donor Type of intervention

Onions GTZ/Tahoua Motor pumps, storage technology, marketing advice,
support to cooperatives and fertilizer

Onions Dutch Credit, motor pumps, fertilizer

Produce French Microloans, market support to cooperatives, market
studies

Cowpeas, millet IFAD Fertilizer, credit, post harvest technologies, training

Onions/Garlic Danish Market advice and assistance to cooperatives

Various crops USAID Credit programs through CARE, WOCCU and CLUSA;
market studies

Various crops CIDA Market studies, training, fertilizer primarily in Diffa
Department

Various crops Japanese Fertilizer

Various crops World Bank, IMF Credit

Cowpeas, millet ILO Credit, training
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b. GON Interventions

The Government has many de jure, but virtually no de facto means to assist
farmers and exporters to market agricultural products. Though the chronic excuse
of lack of funding is used to explain the lack of GON assistance to exporters.
exporters cite several government agencies for exemplary assistance. Agencies
and services provided are summarized in Table C-5.

Table C-5
GON Export Promotion

Agency Function

Centre National du Commerce Exterieur Identifies markets, market constraints, organizes
visits to trade shows, provides certificates to
export.

Chamber of Commerce Provides a meeting place, acts as outpost for
CNCE.

INRAN (Maradil Sells onion, cowpea and millet seeds

UNRC (at Arrondissmentl Sells fertilizer, organizes marketing function only

6. Validity of Mission Vision: Agricultural Marketing

USAID/Niger's approach to agricultural marketing, for the most part, provides
credit programs to rural areas. Credit, after rainfall, is can make the most
significant contribution to production by providing access to fertilizer, pesticides,
storage and other inputs. This one dimensional approach is very focused, allowing
the mission to plan, execute and monitor its activities with WOCCU, CLUSA and
CARE. However, credit alone may not be enough.

Two major obstacles related to agricultural marketing exist that USAID should
consider addressing. They are: (1) lack of output market structure and (2) input
markets lack reliable seed and fertilizer sources. Efforts to assist with agricultural
marketing could build on USAID's well-respected credit projects, especially if the
current credit programs can be shaped to become independent of USAID funding in
the next five years.
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(1) Short term actions

a. Input Markets

Thts recommendation will only succeed with clear public/private
sector partnership. An outside facilitator may be needed to help
public and private stakeholders to create a self-sustaining seed
industry.

NOTE:

Second, use the USAID Global Bureau Office of Agriculture's buy-in mechanisms to
obtain technical assistance on agricultural marketing. Mississippi State University,
for example, has worked on developing private seed industries for USAID missions
in Burundi, Swaziland and Lesotho.

• Short term recommendation: S02 and S03 teams should establish an ad hoc
agribusiness advisory group to discuss market constraints and solicit advice
about input and output markets. The fifteen or sixteen advisory group

The seed farm at Lossa and INRAN Maradi should contract directly with small
farmers to multiply millet, sorghum and cowpea seed at M2 and M3 levels.
Farmers will require some training. At present, they produce their own seed stock
at lower cost, but at much lower quality than multiplication centers' seed. Lossa
and INRAN Maradi could be responsible for quality control, grading, standards and
inspection on a fee for service basis. The quality control services would be
written into the contract between the seed farm (Lossa), INRAN and the small
farmers.

Donor and project coordination is required to disseminate information about the
benefits of commercially produced seeds. For example, improved millet and
cowpeas seed might increase production by 10 percent and 20 percent,
respectively. At present, donors and projects use improved seeds, while small
farmers continue to use traditional seed production and storage. Information
dissemination should be coordinated with the growth in seed supply to avoid
creating short-term, unrealistic demand for seeds.

First, the GON should consider steps to reorganize public seed production activities
with actions that include: (1) decentralize current seed research and multiplication
systems; (2) cut costs at multiplication centers and INRAN, by (a) pay small
farmers multiply M2 and M3 seeds, (b) redefine seed varietal research priorities and
(c) strengthen INRAN's capacity to provide seed; (3) initiate quality control
systems in seed production and certification; and, (4) maintain a national seed
security stock, while encouraging the creation of privately managed seed security
stocks.
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members should include public sector representatives of input (CA, ONAHA,
INRAN) and output (OPVN) markets.

Rationale: Through working relationships, S02 strategy meetings, advisory
group meetings and collaboration on projects, business
operators might begin to undertake joint donor - private sector
activities.

In Niger, where the government is trying to withdraw from addressing
constraints to input and output market activities, donors are valid potential
short term partners. Therefore, setting up an agribusiness advisory group
would be a valuable, long term economic development lesson.

The ad hoc group could serve as a first step in setting up a West Africa
Enterprise Network activity in Niger. In other West African countries, this
network is an independent, self- financed mechanism for policy dialogue and
reform. The network informs and educates the private sector about national
and regional economic issues. It also implements some of its directives with
financial assistance of the network's members.

Third, short term fertilizer action: S02 and S03 committees should convene donors
currently active in Niger's fertilizer markets to discuss a common framework for
intervening in the fertilizer market.

Rationale: (1) Inconsistency in donor fertilizer programs sends confusing
messages to stewards of natural resource management and to
current and to potential private sector operators in the fertilizer
market. For example, Japan donates thousands of tons of
fertilizer annually to the GON with no framework about its use.
Sometimes the fertilizer is re-sold to cooperatives. Other times
it is given away, or stored for later distribution. But the
cooperative or farmers pay transportation costs.

USAID does not provide fertilizers, but finances credit schemes
that permits the purchase of fertilizer through WOCCU, CLUSA
AND CARE International. ACDI/Canada has a similar scheme in
Ditta. By contrast the French and GON distributes fertilizers
and all other input free of cost for the cotton production project
in Tahoua. The fertilizer market experiences both subsidized
imports (Nigerian) with 50-100 percent price fluctuations and
inconsistent donor interventions. Though no immediate action
can be taken to stabilize imported fertilizer prices, better input
market understanding and a common framework of action
would focus attention on creation of a fertilizer policy as
Nigeria's fertilizer subsidies end.
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Fourth, USAIO/Niamey should collaborate with IFOC-Africa, INRAN and ICRISAT in
a pilot to encourage private sector exploration of phosphate rock in Akker, Tahoua.
IFOC and INRAN have worked on this issue since 1982 and, cOr:lsequently, USAIO
should not take a lead role. It should perhaps provide technical assistance, market
analysis and funding on an as needed basis.

Rationale: IFOC-Africa, in collaboration with INRAN have established
phosphate rock trials as a research priority. Research is
needed, to develop phosphate pellets, phosphate compost
mixtures, or some mechanism to decrease the labor
intensiveness of applying phosphate in soil. Oonor funding is
required for a feasibility study of phosphate production and to
attract the private sector into fertilizer production and
distribution.

IFOC has extensive experience in West Africa and Asia in
fertilizer research, and in facilitation of private section
production and marketing of fertilizer. USAIO has collaborated
with IFOC in establishing fertilizer markets in developing
countries. This partnership could be used to develop fertilizer
subsectors throughout the West Africa region.

(2) Medium and long term actions:

First, implement selected recommendations in the Projet de Oeveloppement des
Activities Semencieres recommendations of 1992, that is, Initiate the process to
establish a National Seed Policy to restructure and reform the seed subsector. This
restructuring should include: (1) Strengthening relations and work plans among
INRAN, seed multiplication centers and extension services; (2) re-establish national
and regional committees (representing grouppements, small farmers, cooperatives
at arrondissement and village levels) to include both public and private sector
representatives. \47 (3) public withdrawal progressively from production of M2
and M3 seeds while providing incentives to invite cooperatives and private
companies to fiH the seed production void.

Rationale: First, the lack of a national seed policy is the primary obstacle to a
functioning agricultural input market in Niger. The GON's inertia
regarding its roles and responsibility in the seed subsector, precludes
private sector entry and investment. The GON, itself, lacks financial
and infrastructural resources to maintain the cereals seed farm in
Lossa or the five seed multiplication centers in the departments.
Current seed production and marketing stagnates around failed seed

47 The regional committees would distribute trial seeds to farmers and record farmer feedback,
organize workshops on seed distribution and use, sometimes with the Service d'Agriculture.
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projects of the 1970s and 80s. They do not work and should,
therefore, be substituted for new projects.

Second, S02 and S03 committees should collaborate to develop cowpeas,
souchet, produce (tomatoes, sweet peppers, other garden vegetables) and onion
commodity subsectors in order to increase agricultural productivity in very lucrative
commercial crops without sacrificing the country's natural resource base.

Niger's informal sector is the backbone of the country's agriculture, small and
microenterprise sectors. Constraints that need to be addressed include:

• National seed policy. One is needed: (1) to get the public sector out of the
private sector's domain of producing and marketing high quality, high
yielding seed for commercial crops; and, (2) to begin commercial seed
multiplication and to create off-farm employment by generating commercial
agricultural services (transportation, packaging, marketing) in rural areas.

• Framework to produce and market fertilizers in Niger, once imported fertilizer
from Nigeria is no longer subsidized. The assumption is that phosphorous
may become an option to replace imported NPK (15-15-15). Such a
framework should also include discussion with donors concerning their
projects' impact on supply and demand for fertilizers.

• Conservation and storage facilities and techniques. Improved storage in
onion and cowpeas, alone, might double farmer income in Maradi, Zinder
and parts of Tahoua.

• Market news and information reporting on radio in at least three or four
national languages. Farmers in Galmi reportedly sold 100 kg sacks of onions
for 2,000 -2,500 FCFA during harvest time on the local market while 130 kg
and 140 kg sacks of onions sold for 4,500 - 5,000 FCFA on the Togo and
Ghana markets. Informed about price and market conditions, they might
reconsider their options.

b. Output Markets Recommendations

First, S02 should offer technical expertise and other resources to improve storage
and conservation practices of cowpeas, onion and maize. Storage and
conservation remain obstacles to marketing good quality products. On the one
hand, farmers lose 30-60 percent of their cowpea from insufficient or incorrect use
of insecticides and poor storage conditions. Post harvest loss for onion harvest is
reported to be 30 to 50 percent after one month of storage. On the other hand,
prices are seasonal. For example, prices for onions in Galmi's local markets range
from F FCFA 2,000 per 100kg sacks in October to FCFA 25,000 - 30,000 five
months later.
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The S02 committee should consider various technical assistance options that can
provide low cost, experienced expertise in the conservation and storage of cereals,
legumes and allium. The U.S. Department of Agriculture's Office of Small
Agriculture, the Cooperative State Extension Service and Agriculture Research
Service have experience in conservation and storage of food crops in tropical
climates in the U.S. and abroad. A Resource Services Supply Agreement, already
in place with the U.S. Department of Agriculture could be the vehicle to obtain
storage and conservation technical assistance in the next two to three months.

Should the committee wish to use USDA's expertise to provide technical backup to
African national agriculture research systems and commodity networks, USDA's
FAS/lnternational Organizational Affairs office could identify assistance sources
already on the continent such as the Center of International Tropical Agriculture
(CIAT) or the International Institute for Tropical Agriculture (IITA),

In addition, the Post Harvest Institute for Perishables (PIPS) is an excellent resource
for literature and human expertise in the storage and conservation of crops in both
tropical and temperate zones. Housed in Moscow, Idaho, this resource can be
tapped by the Global Bureaus' Office of Agriculture. The Center of International
Tropical Agriculture and International Institute for Tropical Agriculture have long
experience in East Africa, where, especially in Tanzania and Uganda, they transfer
appropriate technologies in onion conservation and storage construction.

Second, hire an institutional contractor to procure and manage necessary expertise
and services to assist in strengthening specific subsectors in five departments.
The institutional contractor should have experience in francophone West Africa in
the areas of public and private sector collaboration in commodity subsector
development. Of equal importance, the institutional contractor should have the
capability to draw on expertise from the U.S. food industry, specifically
commodity and trade associations.

The institutional contractor would develop working relationships among the
association of wholesale and retail traders, cooperatives (Union sobs-regional des
cooperatives), transporters, financial services representatives, chambers of
commerce representatives, donors and appropriate government agencies (OPVN,
ONAHA, CA, INRAN, among others). The institutional contractor will, based on
the recommendations of the economic assessment team, focus on specific national
policy issues that include:

• A national seed policy that permits private investment, management
and dissemination of improved seeds for commercial crops. Public
sector agricultural research institutions, crucial to technology
development and industry regulatory issues, should also help develop
this policy initiative with industry and the general public.
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• A fertilizer action plan to develop a fertilizer industry marketing
framework between donor projects and the private sector. Such a
framework will eliminate market distortions created by well meaning
agriculture/rural development projects.

The principal responsibilities of the institutional contractor in these two policies
areas will be:

To synthesize the economic, political and social interests of concerned
parties, in order to articulate the importance of the policy question in
clear, simple terms.

To build consensus among the various interest groups.

To organize study tours and learning opportunities for participants in
the policy development process.

To hire expertise to address a strategic "thinking" process, that is, the
inter-relationship between finances, human resources, time and the
end product.

To access mediation and facilitation expertise to insure good
communication among participants.

To put into place information management resources to permit
participants to make informed decisions.

To bring closure to the process.
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D. Micro and Small Enterprise Development

1. Overview

Micro and Small Enterprises (MSEs) playa fundamental role in the rural economy of
Niger. This section examines their contribution to economic growth and the
constraints that impede their development. Terminology used that relates to
formal and informal sectors and type of enterprise includes:

MSEs in the "informal sector" are enterprises that operate outside of official
business regulations, do not practice formal bookkeeping, operate without
formal employment contracts and usually engage fewer than ten people.
This group of business largely coincides with what is often called the
"informal sector." However, it should be noted that some of the larger
informal sector firms, (primarily the larger trading firms run by the class of
traders known as the "alhazai") are among the largest private sector
economic establishments in terms of assets and gross revenues and may
employ dozens of individuals. Despite the fact that this group of enterprises
operate largely in the informal sector, they are by no means "MSEs." Thus,
although our use of the term MSE throughout this report does imply
membership in the "informal sector" it does not imply that all informal sector
firms are MSEs. This definition of MSEs includes smaller informal sector
enterprises such as the vast majority of MSE manufacturers and repair
services, on and off-farm rural enterprises, tailors, food processors and
sellers, millers, traders (both small and medium-scale) and rural equipment
rental enterprises. \48

Small- and Medium Enterprises (SMEs) and the "formal sector." Although
USAID's primary emphasis in Strategic Objective 2 is on informal
sector/MSEs, the development of formal sector firms with strong links to the
rural sector can also contribute to accelerated economic growth in rural
areas. Therefore, this section examines constraints facing SMEs that
operate in the formal sector. These enterprises are subject to the formal
sector regulations governing labor policies, business taxes, export-import
procedures and business registration. Of particular relevance to the rural
sector are agro-processing SMEs that are engaged in industrial
transformation of agricultural products. In general, these enterprises have
more visible fixed assets, keep regular accounts, and appear in the official
records (the registre de commerce). SMEs may actually be smaller in terms

48 We are excluding primary agricultural production and marketing from this definition of MSE activity.
These activities are treated explicitly above in Section C.
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of gross revenues than some of the larger informal sector firms, but because
of their visibility, they are unable to operate in the informal sector.

a. The Role of MSEs in the Nigerien Economy

Recent growth in informal sector activity can be largely attributed to the new
market opportunities resulting from the retreat of formal sector firms--itself due in
large part to the decline of many parastatals. In addition, positive signs for MSE
development include the January 1994 FCFA devaluation, which has increased the
scope for import-substitution activities and increasingly frequent statements by
GON officials indicating that the GON is ready to address serious policy obstacles
to the development of private sector enterprises in general.

The key role of MSE's in Niger is apparent on three different levels:

(1) Role of MSEs in macroeconomic growth.

The most widely cited figures detailing the scope of MSE activity in Niger are from
a 1987 survey conducted by the Ministry of Plan, which estimates a total of
135,000 MSEs in the country. In reality, these figures are probably gross
underestimates, since they exclude the majority of the population engaged in
agricultural production--most of whom engage in occasional microenterprise
activities in agricultural processing, trade or services during the dry season lull in
agricultural activity. Surveys conducted by Michigan State University in the Maradi
and Dosso Departements in 1989 show a much greater density of MSEs than
reported in the Ministry of Plan's survey. In fact, the Michigan State results show
MSE densities in rural areas of 5 to 6 times those reported by the Ministry of Plan.
In urban areas the densities seem to be 2 to 3 times greater. This provides some
indication that current numbers of MSEs in operation may be significantly higher
than what is implied by the 1987 figures, due to both the underestimations in the
1987 data and to widely recognized recent growth in the sector.

Estimates of MSE employment are also subject to wide variation. Employment
estimates from the Direction de la Promotion de I'Artisanat (OPA) show a total of
337,000 people engaged in non-agricultural MSE activities in 1993.\49 A recent
literature review on the informal sector cites a 1990 estimate of non-agricultural
MSE employment of 389,557 workers. This same report attributes 80% of non
agricultural employment to MSEs.\50 In any case, between 7 and 10 percent of
the active population is likely to rely on non-agricultural MSE activities for its
primary source of income. If the definition of MSEs is broadened to include the
activities of farmers who are occasional off-season MSE entrepreneurs, the

49 Republic of Niger, Draft Report for the "Programme-cadre de Promotion du Sectuer Prive." n.d.

50 Kaboure Alassane, et. al. ..
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numbers of people engaged in MSE activity is more likely to represent something
close to 80 percent of the active population.

While the OPA estimates that MSEs contribute 20% to overall GOP, the many
analytical and statistical difficulties in accurately measuring value added and
attributing it to non-agricultural MSE activity leave considerable room for doubt
about the reliability of this figure. What is more important, however, is the
perception shared by most observers that the MSE sector is the most dynamic
sector of the economy and is currently responsible, along with agricultural
production and marketing activities, for most of the economic growth that is
occurring in Niger.

(2) Equity and food security

MSE activities contribute significantly to income levels of poorer Nigeriens. In rural
areas, where incomes are substantially lower than in urban zones (World Bank
estimates place average rural incomes at around 60,000 FCFA, while urban
incomes are estimated to be over 93,000 FCFA), MSE income is particularly
critical. Data from the International Food Policy Research Institute surveys
collected in two rural locations show that income from non-farm MSE activities
comprise an important part of rural incomes. As shown in Table 0-1, MSE
activities contribute at least 15% of total income across all income tranches. MSE
derived income shares also tend to increase with total income. Although the chain
of causality is far from clear, given the difficulties in access to capital among rural
households, it is reasonable to assume that as cropping incomes increase,
households are increasingly able to invest in MSE trade and service activities.
Efforts to raise rural incomes thus should include measures designed to promote
non-farm MSE activity in tandem with crop production, since increases in MSE
activity, which occur largely in the off-season, can leverage incremental increases
in crop income earned during the harvest season.
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Table 0-1
Non-Farm MSE Income as Percentage of Total Rural Household Income

Area of Non- Lower Middle Upper
Farm MSE Income Income Income
Activity Tercile Tercile Tercile

Commerce 2% 7% 10%

Services 5% 6% 7%

Transport 0% 0% 1%

Construction 0% 1% 1%

Food Preparation 3% 4% 6%

Gathering 3% 2% 3%

Artisanal 4% 4% 3%
Handicrafts

Total Non-Farm 17% 24% 31%
MSE income

Source: HopkinS, Scherr and Gruhn; "Food Security and the Commons: Evidence from Niger," November 1994, Table 7.

The seasonality of MSE income is particularly important in contributing to improved
food security in rural areas. Since most non-farm MSE income comes at a time
when rural households have few other income producing alternatives, it provides
needed income just at the times when such households are most vulnerable to
food shortages--thereby reducing,their vulnerability.

(3) MSEs and gender considerations

It is widely recognized that women in Niger could playa larger economic role than
they currently do. This is due mainly to cultural factors which inhibit women's
ability to interact with strangers, differences in educational attainment and the
greater difficulties women face in obtaining access to capital. Although these are
generalized constraints that affect women in both the formal and informal sectors,
there is little doubt that barriers to women's participation in the MSE sector are
relatively less constraining than in most other economic areas. A Chambre de
Commerce, de I'Agriculture, d'industrie et de I'Artisanat de Niger (CCAIAN) survey
of businesses from 1993 shows that whereas women owned only 4.3 percent of
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incorporated businesses\51 (largely corresponding to formal sector SME
enterprises), they owned 6.2 percent of registered, unincorporated businesses
(roughly corresponding to the larger MSEs) .\52

These figures probably grossly understate the importance of women-owned MSEs,
since they are based on surveys directed primarily at enterprises having permanent
public store-fronts. Once the field of MSEs is expanded to include those without a
public store-front, as in figures from the 1987 census, the number of women
owned MSEs increases to 29 percent. Although no figures specific to the rural
sector are available, women likely comprise an even higher percentage of rural
MSEs--given their predominance in such major agro-processing activities as dairy
production, peanut oil processing, butter processing, and tomato and onion drying.
Efforts to promote MSEs development, particularly in sub-sectors that are
dominated by women, are therefore a key element of any strategy which seeks to
make better use of women's potential to contribute to economic growth in Niger.

2. Methodology

This analysis is based on three different sources of information:

• a literature review of major works on the informal sector and on
microenterprises;

• interviews with donor, NGO, GON, project, and private sector actors
in both Niamey and Maradi; and

• a rapid assessment of the peanut-oil processing sub-sector conducted
during two days of research in the region of Maradi and supplemented
with interviews of NGO and project staff in Niamey. The peanut oil
sub-sector was selected for particular attention since, according to
many observers of the rural economy--particularly NGO credit agents-
it has been one of the most profitable areas of recent MSE activity.

Given the short term of the field mission's assignment and the breadth of its focus
on MSE issues, which included assessments of constraints on MSEs in multiple
sub-sectors and an analysis of the impact of donor and NGO interventions, the
results presented here should be considered cautiously. In particular, although the
team was able to collect scattered anecdotal evidence on such important MSE
questions as the distribution of returns to various forms of MSE activity and the
potential of new technology packages to increase MSE productivity, much work
remains to be done before definitive judgments on these issues can be asserted.

51 This comprises businesses registered as having a "personalite morale."

52 This group is comprised of enterprises registered as having only a "personalite physique."

84



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
,I

I

3. Linkages Between Microenterprises and Other Sectors of the Economy

a. Nigeria-Niger linkages

Extensive economic integration between Niger and Nigeria is a key aspect of the
Nigerien informal sector. Whereas larger formal sector enterprises, if they export
their production or make use of imported inputs, tend to be linked to other
Francophone countries (Primarily Benin, Cote d'ivoire and Burkina Faso), MSEs
operating in the informal sector, particularly traders, are strongly oriented towards
Nigeria. The section below assesses the importance of these links for MSEs in
Niger. The role of Nigerian markets in absorbing MSE production is treated first,
followed by an analysis of the role played by imports from Nigeria.

(1) MSE exports to Nigeria

Although the Nigerian market has an enormous potential to absorb primary sector
agricultural production, it has not been a particularly large consumer of processed
products from Nigerien MSEs. A detailed survey of 236 traders and 1,500
households conducted by the USAID PASPE project in 1993 has produced data,
shown below in Table D-2, which indicate that 73 percent of 1993 export values
to Nigeria consisted of cowpeas and livestock. Although these are important
products for the Nigerien rural sector, they do not present particularly promising
avenues for developing increased MSE value added.

Table 0-2
Exports to Nigeria, 1993

Estimated Value of Exports
Product (FCFA million)

Livestock 11.7

Cowpeas 6.2

Hides and Skins 1.6

Peppers 1.6

Other 3.3

Total 24.2

Source: S. Georges and B. Oumarou, "Estimation des Echanges Commerciaux Niger-Nigeria," PASPE, March 1995.

The relative scarcity of value-added exports to Nigeria from Nigerien MSEs reflects
two factors:
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• Heavy concentration of MSE activities in such services as restaurants,
construction, mechanical and electrical repair, and tailoring--which are
essentially non-tradeables; and

• Strong competition from Nigerian informal and formal sector firms in
metal-working, wood-working, and other areas of MSE manufacturing
activity that limits the potential for Nigerien exports of these products.

Virtually the only industry branch where MSEs do playa role in adding value to
Nigerian bound exports is in the hides and skins trade, where raw hides from
butchers are dried, sorted and sometimes treated by collectors before being
assembled in large batches and exported. This sector is described in more detail
below in Section D-4.

(2) MSE imports from Nigeria

Importing products from Nigeria is a widespread and profitable form of commercial
activity which is engaged in both by the larger alhazai and small MSE traders.
Informal sector traders are particularly active in sales of petroleum products, sugar,
cement and electrical appliances, which are among the top imports from Nigeria, as
shown in Table D-3. In contrast, foodstuffs (mainly cereals) and cloth are largely
imported by individual households for their own consumption. Much of this cross
border trade is conducted beyond the reach of official customs regulations and
statistics. In fact, survey data and estimations from the PASPE study show that
official customs declarations of import values underestimate real levels by 50
percent.
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b. Formal-Informal Sector Relationships

Table 0-3
Imports from Nigeria, 1993

In contrast to the formal sector's stagnation, the Nigerien informal sector's share
of GDP has grown steadily over the past decade. In 1993, for example, it
contributed 74 percent of total GDP, up two percentage points from 1990 and four
percentage points from 1983. In the context of Niger's stagnant or negative real
GDP growth over the period 1990 to 1993, growth in the informal sector

March 1995.

In addition to the commercial value of import trade for MSEs, imports from Nigeria
are vital inputs into the production processes of many MSEs. Interviews with
peanut-oil processors presented below and with project officials active in the
provision of technology to Nigerien MSEs indicate that the bulk of capital
equipment used by MSE artisans--including peanut and grain mills, soldering
equipment, sewing machines, animal traction cart axles, and many other key
pieces of equipment--are imported from Nigeria. Although many of these essential
inputs are available from dealers in Niger, MSEs generally import this equipment
from Nigeria. The competitive success of Nigerian firms in capital goods markets
may be due to the poor enabling environment for Nigerien firms in the formal
sector (Specific elements of the enabling environment are discussed below in
section D-5.).

Product Estimated Value of Imports
(FCFA million)

Cereals 15.6

Petrol/Oil 3.0

Food Condiments 2.6

Cement 2.4

Sugar 2.4

Cloth 2.2

Cosmetics/Detergents/soap 2.1

Electrical Appliances 1.0

Other 17.6

ITOTAL I 49.0 I
::iource:::i. \.;eorges and B. Uumarou, "Estimation des Echanges Commerciaux Niger-Nlgena," PASPE.
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translates into a marked decrease in formal sector activity. Thus, to a large extent,
the retreat of formal sector enterprises has opened new avenues of activity for
MSEs operating in the informal sector. One example is the growth in MSE peanut
oil production following the closure of Niger's industrial cooking oil refinery in
1989. This MSE activity is dealt with in detail in section 0-4.

Although the retreat of the formal sector has created new opportunities for
informal sector operators in certain output markets, it is important to note that the
informal/formal dichotomy is not characterized by a zero-sum relationship. Formal
sector enterprises, particularly in such areas as agro-processing, create strong
demand for informal sector inputs - primarily raw materials - and can spur the
creation of whole new areas of informal sector activity. For instance, Sahelio, a
producer of processed fruit juices and other products, has sought to overcome its
difficulties in obtaining stable packaging supplies by purchasing used bottles and
containers. This demand for used containers is being met by informal sector
activity. Sahelio also provides a stable market for informal sector fruit producers
near its Maradi headquarters.

Wage payments made by formal sector enterprises also play an important role in
stimulating demand for goods and services from both the formal and informal
sectors. Much informal sector consumption relies on the payment of formal sector
(largely public) salaries. Delays in the payment of public salaries, for instance,
have a noticeable depressive impact on urban-based informal sector activity.
Managers of Sahelio report that demand for fruit juices jumps significantly after
payment of public salaries.

For these reasons, the development of formal sector mining enterprises in such
areas as the Liptako-Gourma region can be expected to have an important
multiplier effect on informal sector incomes. Analysis presented in Section A,
above, suggests that rural incomes will rise by over 7.5 million FCFA over three
years because of the implementation of significant formal sector mining activities.
Most of this increase in incomes will be fueled by increases in demand for such
MSE-provided services as construction, transport and food preparation, as well as
increased consumption of basic foodstuffs and livestock.

c. Impact of Private Sector Institutions

In general, Niger does not have a strong tradition of private sector business
associations or business service organizations. The dominant private sector
institution, the Chambre de Commerce, de I'Agriculture, de l'lndustrie et de
I'Artisanat du Niger (CCAIAN) is actually in a transitional phase in which it is
seeking to become a private business association funded through member fees
after a long history as a publicly-funded and largely state-directed organization.
The other major type of private sector institution in Niger is embodied in the
various sectoral business associations or guilds, which vary in their level of
effectiveness. In addition to these formal private sector institutions, the recent
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explosion of women's associations has played a key role in promoting greater
entrepreneurial activity among Nigerien women. The roles and impact of each of
these types of institution are briefly detailed below.

The CCAIAN lacks financial and personnel resources, and is inexperienced in
actually developing and providing a program of activities that private sector
operators are willing to pay for. Currently, it is funded through member fees and
through a 0.25 percent duty on imports. Despite the fact that membership with
the CCAIAN is mandatory for all businesses, very few enterprises--particularly in
the informal sector--actually pay their fees. There is widespread skepticism over
the CCAIAN's ability to intervene effectively in favor of the private sector.

The CCAIAN's efforts to develop a program of activities to support private sector
development include:

• Representing its members to the government with propositions that
favor private sector development. The CCAIAN regularly organizes
round tables, seminars and conferences around key issues in an effort
to encourage public and private sector cooperation on issues affecting
the business sector. An example is the 1992 series of seminars in
Maradi and Niamey, which brought together many participants in the
hides and skins sector together with public regulatory officials, to
examine the problems of this sub-sector in the wake of the cessation
of activity of the parastatal tanning and hide marketing firms.

• Establishing the Centre National de Commerce Exterieure (CNCE) to
organize export promotion activities. The CNCE serves as a clearing
house for linking potential exporters with buyers, seeks to promote
Nigerien exports in various markets, and organizes Nigerien
delegations to various trade fairs in Europe and Africa. Given the lack
of private sector export marketing consulting firms or export agents in
Niger, the CNCE performs a vital marketing role. It promotes exports
primarily among small and microenterprises that lack the experience
an<:l contacts necessary to develop a foreign clientele. Unfortunately,
the Center has neither the personnel with the requisite combination of
product and target market knowledge nor the financial resources to
offer sustained promotional services. In addition, as a service
organization with a broad mandate, it is under pressure to spread its
efforts among different sectors and different businesses.
Concentration on businesses most likely to benefit from promotional

89



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

assistance might have greater impact. \53 For these reasons, the
impact of the center is limited.

• Creation of a one-stop window ("guichet unique") to expedite
international trade formalities. The eeAIAN has set up this window
for issuing the regulatory documentation required for all international
trade transactions. Unfortunately, the paperwork and fees associated
with this process probably do more to discourage trade than they do
to promote it. This system "facilitates" trade only in the sense that a
pure public bureaucracy would probably do the job even more poorly.
In reality, there is little reason for the existence of such procedures at
all. The fact that the eCAIAN is seen as an appropriate home for this
function is indicative of its incomplete transition from being an organ
of state intervention to being a true service providing institution with
a private sector clientele. (The guichet unique system is described in
greater detail below in section D-5.)

• Sponsoring business training courses. The eCAIAN is also home to a
number of associated training institutions which have historically
trained technical and managerial personnel for the state-owned
enterprise sector, but are now increasingly training individuals who go
into private sector activities. The Centre Nigerien de
Perfectionnement a la Gestion (CNPG) offers training courses and
continuing education in management and accounting for formal sector
employees. The CCAIAN also sponsors a regional transport school
that offers management and technical training to transport workers.

Overall, the CCAIAN is progressing to become an effective agent for the promotion
of the private sector. With the notable exception of the guichet unique, all the
above activities are potentially worthwhile, though not of great importance. To
increase the reach of current activities and develop others, the CCAIAN needs to
further target its services to larger formal sector firms or small- and
microenterprises, and design specific services to meet client needs. Unfortunately,
the CCAIAN is funded primarily through mandatory fees on all businesses, and has
little motivation to engage in such strategic targeting.

Sectoral business associations. Although there is a plethora of 'sectoral business
associations in Niger, their cohesiveness and viability vary considerably. One of
the more effective business associations is the Nigerien Transporters Union
(USTN). It has, for instance, successfully helped the numerous small independent
freight and passenger haulers. In addition to supporting initiatives undertaken by

53 The CNCE, for instance, funds the participation of a different entrepreneur each time it organizes a
trade delegation. Although this does spread the benefits of participation among the widest possible
audience, it is not an effective way of developing export acumen, since repeated visits are necessary for
entrepreneurs to assess market possibilities and devise effective export strategies.
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USAID and the driver's union to monitor illicit road taxes, the Transporters Union
organized a 1992 strike that had a key role in persuading the government to carry
through on its commitments to reduce illegal road taxes. USTN has also
successfully influenced the government to enact regulations maintaining a strict
system of allocating freight and passenger traffic among potential haulers
according to the time they have spent waiting in public truck parks. Despite the
negative impact of this latter measure on market efficiency (the most serious of
which is the disincentives it creates for offering differentiated levels of service), the
Transporters Union has effectively blocked opposition and even enforces
compliance by maintaining a system of road barriers where it inspects commercial
haulers for required papers.

In contrast, cooperative associations in the hides and skins sub-sector are virtually
non-existent. This situation persists despite the recognized need to establish and
enforce quality standards in this sector. This issue of standards has been signaled
as a priority by the CCAIAN and by several studies of this sub-sector.

Women's Groups and Associations. Women have responded dramatically to the
provisions in the 1992 constitution that strengthened the people's basic right to
freedom of association. A wave of formation of women's groups in villages
together with the creation of NGOs run by women and such national organizations
as the Association des Femmes Commerc;antes et Entrepreneurs du Niger (AFCEN)
have given women new opportunities to engage in entrepreneurial activities. In
villages, women's groups have superior loan repayment rates and have worked
very successfully with NGOs to invest in MSE activity and organize literacy and
business training opportunities.

The impact of recent efforts to organize women is potentially enormous in rural
areas since it is creating direct solutions to two of the major constraints on
women's ability to engage in MSE entrepreneurial activity--their lack of access to
finance and their lower levels of educational attainment. On a national level,
women's associations such as AFCEN and other groups are becoming advocates of
women entrepreneurs who are building a new awareness of the importance of
women to the Nigerien economy, thereby helping to reduce social barriers to
women's full economic participation. These women's organizations constitute an
important ally in efforts to ensure that women's productive capacities are fully
utilized.

4. Sub-Sector Case Studies

Given the broad scope of MSE activity, this analysis of constraints to MSE
development is focused specifically on those areas that have strong linkages to the
rural sector--primarily through processing agricultural products and in supplying
needed inputs to agriculture. The approach is to concentrate on the peanut oil
sub-sector in detail and to analyze other sub-sectors in less detail. Interviews with
participants in the peanut oil processing sub-sector were conducted during two
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days of research in Maradi and in the neighboring village of Dan Issa. In Maradi, a
total of five women producers of peanut oil were interviewed, along with two
peanut millers, one cooking oil wholesaler and a representative fr-om an industrial
peanut oil refinery. Interviews in Dan Issa were with the manager of the women's
peanut oil cooperative and two cooperative members. In addition, this account
relies heavily on information supplied by the Vice President of the Women's
Traders Association in Maradi. This Vice President served as the interpreter for
interviews conducted in Dan-Issa and Maradi and is active in the peanut oil trade.
Because of the small number of participants interviewed, as well as the
unsystematic nature of the sample, the results presented here are not meant to be
taken as a systematic sub-sector profile--but rather as a rapid "snapshot."

a. Case Study on Peanut Processing

(1) Introduction

Cooking oil consumed in Niger comes from mainly two sources: industrially refined
palm oil from the Cote d'ivoire sold under the brand name "Dinor," and MSE
peanut oil that is produced almost exclusively by women in both urban and rural
areas. The MSE peanut oil sector has experienced a boom in recent years due to
the closure of Niger's only industrial cooking oil refinery, SICONIGER, in 1989 and
the devaluation of the FCFA franc which has added to the transport costs of
importing Dinor.

Indications of the magnitude of the boom in MSE peanut oil production is evident
from a comparison of estimates of production in 1987 and 1994. A 1987 survey
of MSEs conducted by the Direction de la Statistique lists the total value added for
MSE oil production at 601 million FCFA while estimates for 1994 show a value
added from peanut oil production at 802 million FCFA. Fi~ures on imports and
estimated market demand given in Table D-4 for the last few years also show a
gain in market share for MSE oil producers relative to imports of Dinor. If
anything, Table D-4 probably understates the MSE sector's share of the market,
since the high levels of imports relative to total market demand in 1991 and 1992
may indicate that the market demand estimates are too low. This would mean
that the gap between imports and total consumption, which is filled by MSE
production, is likely to be considerably larger than shown in Table D-4.
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Table 0-4
Cooking Oil Demand and Imports, Tons

Year Total Imports Estimated MSE as
Market MSE Oil % of
Demand Peanut Oil Palm and Production Total

other oils Demand

(Dinar)

1994 17,624 29 10,075 7,520 43%

1993 17,060 77 12,536 4,447 26%

1992 16,516 N/A 17,568 1/ (7)

1991 15,982 N/A 18,358 1/ (7)

Source: CADEG, Etude Filiere Cultures Pluviales, Mlnistere de I'Agriculture et de l'Elevage, Mai 1995.

1/ Figures are for all vegetable and animal oil imports, the majority of which is comprised of Dinar.

Despite the current boom, the medium term prospects for MSE peanut production
are uncertain. This is because SICONIGER has recently come under new
management and is in the process of gearing up to begin large-scale production of
industrial peanut oil after the 1995 harvest season. SICONIGER has already begun
buying peanuts and producing test batches of oil for market trials on a modest
scale. When it begins full production during the 1995/96 season, SICONIGER
plans on purchasing 25,000 tons of unshelled peanuts during the year. This
represents 37 percent of 1994-95 national production and 59 percent of the
production in the Maradi Departement. In terms of peanut oil, this level of activity
would translate into 10,351 tons of refined peanut oil--or roughly 57 percent of
the total market demand. \54 Furthermore, if it can operate at full capacity (an
estimated 18,500 tons per year), SICONIGER will have the potential to meet
almost the total. demand for cooking oil. Although it is not yet clear how
successful the new SICONIGER will be, it will almost certainly put increased
pressure on margins in the MSE peanut oil sub-sector.

(2) Participants in the MSE peanut oil sub-sector

The major participants in the peanut oil sub-sector include the producers
themselves, millers and traders. The roles of each of these groups are:

54 Percentage based on SICONIGER's oil extraction rate, which they report to be 41 % and on a straight
line extrapolation of the demand estimates in table D-X for 1995 which gives a figure of 18,207 tons.

93



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

Producers. The peanut oil producers are located in both rural and urban areas in
the major peanut producing regions. In all interviews conducted with women in
Maradi and Dan Issa, it was clear that MSE peanut oil production is organized
along family lines with a senior woman managing the operation and supervising a
number of junior female family members. The number of women engaged in such
units varies from around 4 to 10. The larger MSEs are able to process about two
50 kilogram sacks of peanuts per day, yielding from 22 to 26 liters of oil. The
team encountered no cases of men engaged in producing peanut oil.

The urban women interviewed in Maradi usually send family members to
surrounding weekly village markets to buy peanuts or they purchase them directly
from wholesalers in the Maradi market. Many women in rural areas purchase
peanuts in rural markets during the harvest season, and buy peanuts in Maradi as
supplies drop and prices rise in rural areas. Maradi women have also started to
purchase peanuts from farmers seeking to sell directly to SICONIGER. In rural
areas, women use either their own household production, peanuts from other local
producers, or supplies from neighboring markets.

Once cooking oil is produced, urban women usually send their daughters to sell it
to traders in markets that are held twice a week in Maradi. Occasionally they will
try to sell as retailers to final consumers at a price that may be 25 FCFA above
wholesale prices, but most often they sell to the larger traders who aggregate oil
into empty Dinor 200-liter drums. The principal by-product of peanut oil is meal.
It is made into peanut cakes which are usually sold to women retailers, or to
consumers via public markets.

Millers. Besides the women producers, millers are another category of key players
in the peanut oil sub-sector. These are men (although there is one female miller in
Maradi) who operate one or two diesel mills that grind shelled peanuts for 250
FCFA per sack. According to the interviews there are currently 32 millers in
operation in Maradi. The commonly used mill, which most millers purchase in
Nigeria, has a capacity of milling about 1 ton of unshelled peanuts per day and
costs approximately one million FCFA. Millers rarely specialize in peanut milling,
but also mill other products such as millet and maize.

Cooking Oil Traders. A final group of participants in this sub-sector are the
cooking oil traders. In Maradi, this group is comprised of six wholesalers who
trade peanut oil from both large scale and MSE producers. During the team's visit
in August 1995, the Maradi traders were selling relatively small quantities of MSE
oil to retailers in the Maradi market and significantly larger volumes to other traders
in Niamey and Tahaoua. A schematic representation of the peanut oil sub-sector is
given in Figure 4-1 .
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Figure 4
The Peanut Oil Subsector
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(3) Returns to Peanut Oil Processing and Milling

Returns to peanut oil production are presented below in Table 0-5. Data presented
in this table are representative of an average large-scale producer in Maradi at the
time of the team's mission.

Table D-5
Returns to Peanut Oil Processing

Maradi Based Producer Time Input Monetary Cost Input
(minutes) (FCFA)

INPUTS:

Peanut purchase (50Kg sack, unshelled) 7,500

fuelwood purchase 200

shelling 45 25

sorting 20

grilling 40

milling 1/ 20 250

extraction 120

cake fabrication 120

market tax (5 sacks/week, CFA 200) 40

TOTAL 6 hours, 5 minutes 8,015

REVENUES:

Price per Liter 575

Oil revenues (@ 13 liters/sack) 7,475

Oil revenues (@ 11 liters/sack) 6,325

Cake Revenues (10 "tai", @ CFA 155/tail) 1,550

MONETARY PROFIT/LOSS PER SACK OF PEANUTS

@ 13 liters/sack 1,010

@ 11 liters/sack -140

TOTAL MONTHLY NET INCOME ESTIMATES

@ 5 sacks per week, 13 liter yield 20,200

@10 sacks per week, 13 liter yield 40,400

NET INCOME PER HOUR OF WORK (13 liter yield) 166

Source: Interviews
1/Milling time represents only operational time for processing 1 sack. Real time spent can be longer if
there is a queue.

A key factor in the profitability of peanut oil production is the yield obtained per
sack of peanuts. All the women interviewed indicated that they could get 13 liters
of oil out of a 50 kilogram sack of good quality peanuts, but that if the peanuts
were of poor quality or too old, the yield would drop to 11 to 12 liters. Given
current market prices in Maradi, as shown in Table 0-5, production at this lower
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yield is not profitable. If women suspect that peanuts are of poor quality or that a
sack is "light" they will negotiate the price down by as much as 1,000 francs in
order to turn a profit.

Although the returns to peanut oil production are not spectacular on a per-sack
basis (around 13 percent), the ability of the women in Maradi to rotate their stock
is quite high. With two weekly markets and resident wholesalers who will buy oil
on off-market days (albeit at a slight discount) the Maradi women have the
opportunity to sell their stock several times a week. Thus, despite relatively small
margins, the women in Maradi could, because of their high rotation rates, obtain
reasonable income levels. Women in rural areas, by contrast, have more difficulty
rotating their stock and often must travel to sell their production.

The general opinion of women interviewed is that profit margins are much lower
than they were in 1994, largely because the number of producers has increased
dramatically. Data collected by CLUSA support this view. They indicate, for
example, that margins of one woman from the village of Babban Tapki fluctuated
from 15 to 40 percent, with an average margin of 25 percent from August 1993
to January 1994.

Peanut milling also appears to offer a modest profit making potential, although the
returns presented below are very sensitive to assumptions about the finance costs
of the mill. Given the lack of information about the cost of capital among informal
sector grain millers, it is difficult to present firm judgements about the returns to
milling. As shown in Table D-6 at an interest rate of 18 percent, milling offers a
monthly income roughly equal to one of the larger peanut millers. With a cost of
capital twice that, however, returns are negative.
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Table D-6
Returns to Peanut Milling

Monthly Revenue at Full Capacity

(400 sacks per month @ 250 FCFA/sack 100,000

Monthly Expenses:

Diesel fuel 30,000

Maintenance 4,167

Patentee Tax 2,667

Sub-Total Cash Expenses 36,834

Amortization of mill (10 year life, 1 million FCFA cost)

@18% p.a. 17,752

@36% p.a. 29,990

Net Monthly Income

@18% p.a. 45,414

@36% p.a. (29,990)

(4) Constraints to Improved Peanut Processing Activities

(a) Financial COllstraints

Peanut oil producers uniformly expressed the desire for more working capital.
Although they have little to offer in the way of collateral, the returns to peanut oil
processing clearly indicate that producers have the ability to pay back short-term
revolving credit loans at interest rates applied by such financial institutions as the
BRK and CLUSA/SICR--and indeed even at much higher rates. Table D-7
demonstrates the impact of a hypothetical monthly loan on the net income of a
peanut oil producer drawn from the Maradi interviews. This example shows that,
with a line of credit at 18 percent per year, a producer can take out a loan for one
month to double their working capital in order to buy more peanuts, pay back the
principal and interest at the end of the month, and still significantly increase net
income. Should a producer wish to repeat the transaction in subsequent months,
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this type of loan could easily be converted into a line of credit that would permit a
permanent expansion of the producer's working capital. In fact, interest rates
would have to climb to well over 100 percent per year before loans would become
unattractive to the borrowers for peanut oil production.

Table 0-8
Illustrative Working Capital Loan to Peanut Oil Officer

20 40
sacks/month sacks/month Net Impact
without loan with loan of Loan

Example of Producer from Maradi

Input Costs

Self-financed inputs 160,300 160,300

Principal pay-back 160,300

Interest cost @ 18 % 2,404
p.a., 1 month

Total Costs 160,300 323,004 162,701

Revenues 180,500 361,000 180,500

Net Income 20,200 37,996 17,796

Despite the profitability of loans for peanut oil production, even at high interest
rates, sub-sector participants interviewed knew of only one woman who had
received a loan from an NGO credit program (in this case it was the BRK). Given
this existing weak penetration, extending access to credit in the peanut oil sub
sector should be a high priority.

Besides peanut producers, millers are also potentially attractive borrowers who
currently operate outside the realm of current NGO credit schemes. In part this
may be due to the financial characteristics of their operations, which because of
the significant cost of mills (1 million FCFA) and their long lives, would be ideally
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financed with medium-term multi-year loans. Unfortunately, few NGOs are eager
to make such loans. Despite these drawbacksr the presence of the mill itself as
tangible collateral, if accompanied by a substantial required down paymentr should
offer enough potential security to attract financing from potential lenders, at least
for millers with demonstrated profitability. Lowering capital costs and facilitating
millers' access to financial services has the potential to leverage the performance
of the entire sub-sector by encouraging greater investment in mills.\55

(b) Technological Constraints

The technology used in traditional peanut oil extraction is quite simple and
effective and the quality of the final product is considered superior to industrially
refined oils. However, the extremely time consuming and labor intensive nature of
the peanut oil extraction process does create a need for labor saving technology.
None of the women interviewed had the capacity to process more than 10 sacks a
week--mainly because they could not mobilize enough labor among their female
relatives to handle any volumes greater than this.

The ILO/EDF Projet de Formation Modulaire pour I'Artisanat Rural (PROFORMAR)
has developed a low-cost mechanical peanut oil press that may be a useful tool for
increasing output per unit of labor. The women's peanut oil Cooperative in Dan
Issa has been using the press with reportedly favorable results. According to the
Cooperative manager, the press reduces the time required to extract oil from a
sack of peanut paste from 2 hours to 20 minutes while also increasing the oil yield
by about 9 percent. The prototype has not been tested widely, so any
judgements about the final utility of this press would be premature, but should
these figures prove to be correct, it does appear to have the potential to remove
labor bottlenecks in what is the most labor-intensive part of oil processing. At an
estimated price of 50,000 FCFA this press is likely to be a popular innovation.

To facilitate greater use of new technologies r however, the question of access to
these technologies needs to be more coherently linked to systems for financing
them. Inexpensive packages such as the Dan Issa peanut press are affordable to
most successfu~women peanut producers. These women will not hesitate to buy
technology if it yields positive returns. With increased credit availability, such
packages could be easily provided through the private sector. More expensive
pieces of technology, such as peanut mills, are probably beyond the reach of most
producers-- who probably do not have the technical and management skills
necessary to run commercial milling operations anyway. However, with improved

55 During interviews, some women in Maradi indicated that, particularly during the harvest season, they
could lose significant amounts of production time in queues at the neighborhood peanut mills--indicating
that there may be peak-load problems that could be resolved with more investments in mills. Similarly, in
Dan Issa, women complained about the poor condition of the village mill, to which they attributed their
generally low oil extraction rates. The team was unable to ascertain whether or not this is a widespread
problem.
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medium term credit availability, traders and other business people could enter this
market much more easily.

(c) Management Constraints

Although women engaged in peanut oil processing have, in general, had little
formal education, the women interviewed in Maradi had no difficulty discussing
different components of their cost structures and know their production costs.
This contrasts starkly with the often expressed opinion that producers in the MSE
sector "do not know" when they are selling at a loss. They also were quite
knowledgeable about different supply and marketing options available to them and,
in general, seemed to be quite competent managers. In contrast, the women
interviewed in Dan Issa, who lacked long experience, did not seem to have the
same grasp either of their costs or of marketing strategies. A useful distinction
may be made, at least based on this narrow sample, between experienced and
"start-up" MSE peanut oil producers. Clearly, the Dan Issa women needed the
training they had received from CARE, while there is little need for such training
among the more experienced women of Maradi.

However, with the start-up of SICONIGER, even the women in Maradi possess the
management skills necessary to respond effectively. In particular, peanut oil
producers and traders will need assistance in competing for new markets and in
exploring promising avenues for capitalizing on MSE produced oil's reputation for
quality in order to protect their market share from erosion by SICONIGER.
Currently, for instance, there is little thought to product differentiation among MSE
producers as the product of any number of different producers is mixed and sold in
empty Dinor drums. As significant volumes of SICONIGER oil come on the market,
some producers may find it worthwhile to try differentiated marketing strategies-
such as working with traders to develop marked brands or new distribution
strategies. However, to react in this manner, both traders and the producers will
need to be provided with strategic and practical guidance.

b. Case Study of Skins and Hides

(1) Overview of Sub-sector

Skins and hides are another strategic sub-sector for Nigerien MSEs. This sub
sector is particularly important since it is a major area of export activity and could
provide a vehicle for encouraging greater MSE penetration of foreign markets.
Unfortunately, the sector has been in decline since the late 1980s, as exports of
Nigerien hides to the most attractive markets have been falling and observers agree
that hide quality is declining.

Three major markets exist for Nigerien skins and hides: the European, Nigerian, and
national market. Highest quality skins have traditionally gone to the European
market. Although as late as the early 1980s, Niger exported significant numbers
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of skins to Europe, studies of the sub-sector universally report a fall-off in exports
to Europe. This decline is attributed to the 1989 privatization and subsequent
demise of both the hide marketing/processing parastatal (the SNCP) and the
parastatal tannery (SONITAN).

Three factors seem to explain the decline in exports to the European market. One
is the decline in quality of hides, which is attributed to the disintegration of the
mechanisms for collection, quality control and industrial treatment of raw hides.
These problems have occurred since the liquidation of the SNCP. Without the
marketing channels and treatment provided by the SNCP, few Nigerien hides meet
the strict quality standards of the European market. The second factor is simply
the lack of available financial resources to assemble enough hides to make shipping
to Europe an attractive alternative. The last, and possibly most important reason
for the decline in hide exports to Europe is that the liquidation of SONITAN has left
Niger without an industrial tannery capable of producing the partially tanned (wet
blue) hides that European buyers prefer.

With the decline in exports to Europe, much of the slack in the market for skins
and hides has been taken up by exports to Nigeria. In fact, Nigerian tanneries and
buyers appear to have flooded the Nigerien market since the demise of the SNCP
and SONITAN and now purchase most of the skins and hides produced in Niger.
Most of the hides exported to Nigeria are tanned in one of the industrial tanneries
in Kano or Sokoto, and then exported to Europe. In this way, the value added
from tanning, which used to be captured by SONITAN and exported directly to
Europe, has now migrated across the border to Nigeria.

The smallest market for Nigerien skins and hides is the national market. A 1990
study by Abt Associates estimates that only about 25 percent of Niger's skins and
hide production is for domestic consumption. Most of the domestic market for
hides is from MSE tanners who produce leather of varying quality for leather
craftsman who make sandals, bags and saddles. Most of these finished goods are
for Nigerien consumption, although a small fraction is exported or sold in the
tourist market.

(2) Sub-Sector Participants

The skins and hides sub-sector consists of a number of complicated steps with a
variety of participants. The section below briefly describes the roles of various
actors in the marketing chain.

Butchers/Slaughterhouses. There are two basic sources of raw skins in Niger.
One is the skins that are by-products of supervised slaughter of livestock in one of
the 4 refrigerated slaughterhouses in Niger (Niamey, Zinder, Maradi and Tahaoua)
or from one of the official supervised village slaughter slabs. The other source of
hides is the unsupervised slaughter of livestock which occurs widely. In the past,
slaughter at the supervised sites was overseen by SNCP representatives who

102



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

collected skins and threw out damaged or inferior hides. Although livestock
technicians still supervise these sites, ensuring hide quality is not their primary
task. Butchers who buy animals for slaughter are responsible for- flaying and
preservation of skins for resale to collectors or sub-collectors working for private
export traders.

Sub-Collectors and Collectors. Sub-Collectors and Collectors are intermediaries
who generally work for skins and hides traders. After receiving advances from
traders they purchase and assemble hides from butchers. Sub-Collectors generally
circulate among the smaller butchers and the non-supervised slaughterhouses.
They are engaged, for the most part, by larger collectors to whom they deliver
their hides. Collectors, especially the larger ones, generally have regular client
butchers who may receive advances or retainers for the purchase of animals. In
the larger supervised slaughterhouses, there are usually several collectors, each
linked to a different trader who purchase hides after slaughter.

Besides the simple assembly function, collectors perform the key tasks of providing
initial quality control (often checking to see that butchers have not rubbed sand or
sugar into hides to increase their weight and price) and in drying or treating the
hides with chemical preservatives. Collectors work for both Nigerien and Nigerian
wholesale traders and, as reported in the GEMINI study on Rural Financial
Institutions, some also specialize in facilitating cross-border shipment of hides to
Nigeria. Collectors in Maradi also report that Nigerian collectors have established a
presence in the Maradi slaughterhouses and often outbid Nigerien collectors.

Wholesale Traders and Exporters. Two types of wholesale traders buy Nigerien
skins and hides. First, large Nigerien wholesalers ship large quantities of hides to
the tanneries in Kano. The second type is composed of wholesalers who arrange
their own shipments to European markets.

(3) Major Constraints

(a) Financial constraints

Virtually all studies on the skins and hides sub-sector mention the problems posed
by the lack of finance in the sub-sector. Larger traders and collectors generally
agree that they could obtain skins that do not now enter any market channels if
they had access to more working capital. Indeed the shortage of working capital
appears to be the single most critical constraint on expansion of skins and hides
production.

The decline of exports to Europe and their replacement by exports to Nigeria is, to
a certain extent, also a financial phenomenon. The significant flow of skins to the
Nigerian tanneries reflects their ability to supply large amounts of working capital
which flows to their own collectors in Nigerien markets, to Nigerien wholesalers,
and then all the way up the marketing chain. Since the demise of SONITAN,
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which provided financing for the purchase of skins and then exported them to
Europe, there is no longer any comparable source of financing located in Niger to
fund the purchase of raw skins for export to Europe. The few Nigeriens active in
the export trade to Europe have ongoing relationships with clients from whom they
receive letters of credit or loans. This system, which is based on personal market
contacts, is not able to produce anything close to the volume of working capital
which was previously provided by SONITAN. Furthermore, all the payment delays
and financial charges involved in transferring funds between Europe (particularly
countries other than France) and Niger create further incentives for exporters to
favor the Nigerian market.

Another important factor which limits efficient use of working capital in the skins
and hides sub-sector is the slow rotation of working capital imposed by the weekly
market cycle. Because agents and collectors circulate among specific markets on
specific days, it usually takes them a complete week to make a full cycle and
exchange their hides collected for a new supply of funds to make the next week's
purchases.

(b) Quality control for hides

Traders and collectors also decry the demise of the SNCP's role in supervising
butchers during slaughter in order to ensure good skin quality. This service was
financed through a direct tax on hides that went to the SNCP inspector. As this
system is no longer in place, there is no authority that can prevent butchers from
adding impurities to hides to increase their weight or that can throw out damaged
hides. Not surprisingly, quality has suffered greatly. One trader interviewed by the
GEMINI Rural Financial Institutions Team estimated that ten percent of the hides he
receives are of unacceptable quality. Similarly, Nigerian tanneries report that they
are paying less for Nigerien hides because of increasing quality problems.
Exporters to Europe are sometimes required by their clients to pay for inspection of
shipments by the Societe Generale de Surveillance at the port of embarkation to
control for quality. The cost of this inspection are often split between the exporter
and the client.

The quality control problem was cited as a major difficulty during the 1992 Maradi
seminar on skins and hides, and remedies are under consideration. Traders,
collectors and butchers do not agree on an appropriate solution, however.
Implementation of some sort of quality control system at slaughtering could be
facilitated by the existence of an effective business association among skin and
hides traders and collectors. Unfortunately, the cooperative for skins and hides is
non-functional and no other alternatives exist.\56

56 In contrast, the butchers cooperative seems to be an effective organization, as reported in the 1992
Deloitte and Touche study of the sub-sector. One wonders whether the lack of progress on the institution
of a system for quality control may not reflect the superior organization of the butchers vis-a-vis the hide
traders and collectors.
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(c) Enabling Environment Policy Constraints

Two main policy constraints affect the sub-sector. These are:

Cumbersome official trade procedures. Although the export licenses which took
up to six months to acquire are no longer required, skins and hides exporters are
still required to register with authorities in the CCAIAN responsible for the Guichet
Unique. This registration process requires fees for statistical forms, proof that
membership fees are paid for the CCAIAN and for the Conseil Nigerien de
Utilisateurs de Transports (CNUT) and payment of the patente as an export or
import/export firm. Exporters must also present proof of having fulfilled all these
requirements to be able to access payments through the banking system. While
exporters to Nigeria can easily bypass these regulations, those seeking to export to
Europe cannot (at least if they plan to use the Nigerien banking system).
Therefore, this system continues to discourage exports to Europe and is a
particularly important barrier to entry for smaller exporters.

Inflexible labor regulations and an invasive regulatory climate. During interviews
with team members, officers of a Nigerian tannery suggested that an industrial
tannery in Niger would make economic sense were it not for oppressive
government regulation. They feared being forced to involve government officials in
a myriad of business decisions that they considered to be exclusively theirs, such
as putting in a reserve electrical generator or a water tank. This view was echoed
by one of the larger Nigerien exporters of hides to Europe who was interviewed by
the GEMINI Rural Financial Institutions Team. This trader recounted that he used
to employ a large staff of agents and sorters, but that when the downturn in
exports in the late 1980s forced him to downsize, he became embroiled in
expensive and time consuming arbitration with the labor authorities. Since that
experience, he keeps only a minimal staff and makes the fullest possible use of
family members as workers.

c. Case Study of Fruit Juices and Processed Fruit Products

The collection of fruit from wild and cultivated trees is an important activity in rural
areas. Like the processing of peanut oil, it tends to be a mainly female activity.
Seasonal fruit produced in Niger includes guava, mango, oranges and lemons.
Important non-seasonal fruits are from the tamarind and bissap trees. In areas
with sufficient water resources to sustain fruit trees (primarily seasonal river
valleys), fruit trees are cultivated widely and their production is sold either in raw
form or as processed juices in local markets. Traditionally, with a wide dispersion
of producing areas, low consumption in urban areas and high transport costs, fruit
remains a very low-value crop with minimal long-distance trade.

A capital-intensive effort to improve the economic returns of fruit cultivation failed
in the late 1980's. For this effort, which took place in the Gaya region, the FAD
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made significant investments in irrigation pumpsr refrigerated trucks and improved
varieties of fruit. The project appears to have demonstrated that lower-cost
producers operating nearer to Niamey have a competitive advantage over remoter
capital intensive projects. The Gaya example shows that the feasibility of intensive
investment in improved fruit cultivation technology is not economically feasible
without secure market outlets.

Development of the sub-sector is contingent on identification of new marketsr
either for raw product consumption or for processed-products. Though not a direct
effort to expand markets for fruitr a promising initiative towards fruit production
that is based on low input costs is Sahelior an enterprise with 12 employees in
Maradi. It produces fruit jam, concentrated syrupsr and fruit juices. Sahelio
purchases its fresh fruit exclusively in nearby markets and from Nigerian sources.
It buys late in the season at well publicized "floor" prices which are below peak
seasonal levels. In general, Sahelio has on-going informal contracts with suppliers
from villages around Maradi who usually supply fruit in several shipments and take
payment at the end of the season. In additionr Sahelio makes substantial
purchases of fruit (especially mangos) in Nigeria.

With a recent injection of capital from new investors and a 10 million FCFA loan
from the EDF AFELEN Project, Sahelio is currently operating with total capital of
around 50 million FCFA and monthly revenues of roughly 3 million FCFA.
Although this figure is fairly small for a modern-sector enterpriser Sahelio easily
sells all its production and its president estimates that it could expand its sales
with more investment in plant and labor.

Drawing on the experience of Sahelio, specific constraints to developing more high
value-added fruit processing activities in Niger include:

A shortage of medium-term finance. Modern sector small and medium enterprises
such as Sahelio find it difficult to access credit from the banking system. Saheliors
only source of medium term loanable funds is AFELEN, a donor-subsidized project.
Sahelio recently endured an enforced seven month slow-down due to its inability to
find financing for syrup bottles. To overcome this financing gapr Sahelio owners
and managers were required to spend much time canvassing private investors to
generate privately supplied funds to fill their needs. Such a situationr which turns
managers into investment salesmen is not indicative of a smoothly functioning
financial system. Any other start-up enterprises will likely find medium-term credit
even scarcer than has Sahelio.

A lack of packaging materials. Without a regular supplier of bottles and plastic
packaging in Niger I Sahelio is forced to import to fill its packaging requirements.
Supply sources in Nigeria and Burkina Faso are unreliable and subject to wide
fluctuations. Sahelio has been unable to develop any sort of stable contract with
Nigerian bottle manufacturersr whose prices have risen from 1,000 FCFA per case
of syrup bottles in January to over 3,000 FCFA in August 1995.
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Restrictive business policy environment. Sahelio managers mention the restrictions
placed on their freedom to maintain an independent personnel policy as being a
significant constraint on their capacity to expand. Sahelio has recently made use
of unpaid internships as a way of testing potential personnel. It sought to hire
three of its interns only to be turned down by the service de la main d'oeuvre
(SMa), which sought to impose its own candidates, despite the fact that the
interns had been duly registered with the SMa.

Fruit quality. The quality of fresh fruit delivered to Sahelio varies. The quality of
oranges, in particular, is poor. To resolve this problem, Sahelio has experimented
at different times with developing its own fruit tree nurseries to supply its growers
with improved tree stock. Unfortunately, the technical complexity of managing
these nurseries proved to be beyond the capabilities of a 12 man firm with no real
fruit tree specialists. So Sahelio's ambitions in this area have been significantly
scaled-back.

5. Enterprise Development Constraints and Donor Activities

a. Overview

Constraints that are truly binding on individual enterprises vary by size of enterprise
and by the degree to which enterprises operate outside the scope of government
regulators (informal sector) or comply with official business regulations (formal
sector). Accordingly, separate analyses of constraints are needed for MSEs and
SMEs. The boundaries between these categories are not always clear cut,
however. Some MSEs, which operate outside of most aspects of business
regulation, may well be registered and possess all the paperwork required of formal
sector firms, particularly if they aim to do business with donor projects and/or
NGOs which require such procedures. Nevertheless, the distinction between SMEs
and MSEs is important, since SMEs face a far more invasive regulatory
environment.

The fact that MSEs and SMEs function in vastly different regulatory environments
has important consequences for USAID programs under Strategic Objective 2
(S02). Specifically, for MSEs, constraints related to the policy environment facing
private enterprises are less of a concern than are firm-level operational constraints.
Consequently, USAID program responses under S02 that are directed at MSEs,
need to focus squarely on firm-level constraints. For SMEs, however, the most
binding constraints are to be found at the policy-level. Therefore a focus which
places greater emphasis on policy reform is more appropriate for SMEs.

The whole array of enterprise development constraints facing both MSEs and
SMEs, as well as the activities of donors besides USAID to address them, are
presented in Figure 1, below. The first two columns are discussed in this section.
Recommendations and illustrative activities are developed in Section D-7.
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Figure 1

Enterprise Development Constraints and Recommendations

Other Donor Activities
Constraints To Address Constraints Recommendations for USAID Illustrative Activities

A. Micro and Small
enterprise level
(informal sector)

1. Lack of financing for Multiple donor/NGO -Develop new models of finance
MSE activities credit programs with capable of reaching wide range of

weak coverage of MSEs MSE (See Section E)

-Sort-term working capital -Increase NGO ability to offer
medium term loans

-Medium-term loans -Monitor MSE activity through
lenders/intermediaries

2. Access to Improved -ILO/EDF PROFORMAR -Leave appropriate technology
Technology and NIGETECH project development to ILO/EDF

offering technology
development -Increase NGO ability to offer

medium term loans
-Little donor
NGO/medium term
financing for technology
acquisition

108



-------------------
Other Donor Activities

Constraints To Address Constraints Recommendations for USAID Illustrative Activities

-lack of low-cost,
appropriate labor enhancing
technology

-lack of credit for
technology acquisition

3. Lack of Technically Multiple donor technical -Develop new models of Evaluate CARE/Maradi
Skilled Labor training projects with sustainable technical training EMFP experience for

poor records of which utilize existing MSE possible extension
sustainability competencies

4. Lack of Management/
Business Skills

-Unfamiliarity of start-up -Abundant supply of NGO -Continue to support association
MSEs with fundamentals of business training of NGO business training with
business management initiatives credit to start-up MSE borrowers

-Lack of understanding -Encourage the development of
among experienced MSE fee-charging firms/MGOs offering
entreoreneurs of more -Scattering of donor management consulting and
advanced business projects offering marketing services to MSEs
management principals advanced training or
(particularly marketing, marketing services to
financial management and small numbers of MSEs
export market development)
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Other Donor Activities

Constraints To Address Constraints Recommendations for USAID Illustrative Activities

5. Lack of Donor Participate fully in GON -Consider allocation of
Coordination "Programme Cadre" should this Technical Assistance

initiative show promise of to MSE Coordination
becoming a forum for effective Unit planned under
donor coordination Programme Cadre

-Use Private Sector
Coordination
Committee under
Programme Cadre to
encourage other
donors to: (i) include
sustainability in
objectives for their
credit activities; (ij) sell
technology to MSEs
rather than giving
away and; (iii) to target
MSE assistance
towards individuals and
existing MSEs as well
as collective groups
and start-up MSE
entrepreneurs.
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Other Donor Activities

Constraints To Address Constraints Recommendations for USAID Illustrative Activities

-Conflicts between various
donor-supported credit
projects

-Disincentives for MSEs
resulting from highly-
subsidized and ill-targeted
donor MSE assistance
efforts

B. Small-Medium
Enterprise Level
(formal sector)

1. Lack of medium-term Other donors planning Encourage other donors to focus
financing additional mechanisms credit on businesses with strong

targeting SME financial links to rural sector (mainly agro-
needs with "Programme processing firms)
Cadre"

2. Lack of managerial Other donors committed Encourage other donors to focus
talent to provide SME-focussed SME assistance on businesses

management training and with strong links to rural sector
services under (mainly agro-processing firms)
"Programme Cadre"
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Other Donor Activities

Constraints To Address Constraints Recommendations for USAID Illustrative Activities

3. Policy environment World Bank taking lead -Use Non-Project Assistance -Attach NPA to
on defining policy reform (NPA) to encourage reforms with reforms in:
agenda a particular impact on SME

business climate *Labor regulations
*business licenses for
foreign firms

*the "Guichet Unique"
for international trade

-Labor policies -Make greater effort to -Allocate an additional
-Business Regulation disseminate economic policy expatriate technical
- Unsure land tenure research and encourage its assistant to PASPE to
-International trade utilization within the civil society provide follow-up for
procedures completed studies,

produce syntheses for
wider consumption and
to work with potential
stakeholders in the civil
society
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Total 1994 estimated MSE value added (million FCFA) 802

Total 1994 estimated MSE production (million FCFA) 5,357

Total 1992 Modern Sector Agro-processing production (million FCFA) 1/ 8,700

1/ From" programme cadre du Secteur Prive" Report, June 23, 1995.

577
15
592

peanut oil 575
peanut cakes 119
Total Revenues 694

Peanuts
fuel wood
Total Inputs

Value Added per liter 102

Total 1994 estimated MSE production (tons) 7,250

Revenues (FCFAlliter)

Input Costs (FCFA/liter)

Total 1994 estimated production (liters @ 922 grams/liter) 7,863,340
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MSE peanut oil production as percentage of modern agro-processing production 62%

Value Added and Production in MSE Peanut Oil Processing

MSEs have the potential to make significant contributions to economic growth.
Estimates of the share of MSE non-agricultural GDP are around 20%. Although no
firm figures are 'available that permit a comparison of this figure with formal sector
SME enterprise GDP across the same areas of activity, some appreciation of the
overall importance of MSEs can be inferred from the peanut oil example. In this
one sub-sector alone, MSE production amounts to approximately 62 percent of the
total formal sector agro-processing production. It is important to note that this
estimate concerns only one MSE sub-sector. MSEs in other sub-sectors likely
contribute more value added than do those engaged in peanut oil processing.
Although no recent estimates of value added in other sub-sectors were obtained
during the team's mission, data from 1987 Direction de la Statistique survey show
value added in several other MSE sub-sectors well above the 802 million FCFA
value added figure for the peanut oil sub-sector presented in the box above. These
earlier figures show value added for MSE butcheries at 5.9 billion FCFA, for textiles

b. Constraints Facing MSEs

USAID's approach to S02 places heavy emphasis on the promoti.on of
microenterprises. This focus on MSEs and the informal sector is appropriate for
several reasons:
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at 5.8 billion FCFA, for carpentry at 2.3 billion FCFA and for restaurants at an
impressive 6.9 billion FCFA. Given the scale of activities in these other MSE
sectors, it is likely that the contribution of MSEs to value added in both the service
and manufacturing sectors greatly exceeds the contribution of formal sector
service enterprises.

Facilitating MSE growth will help reduce poverty in rural areas. As shown above,
IFPRI figures show the percentage of income in rural areas derived from MSE non
farm activities varies from between 17 and 30 percent. In addition to these
results, figures from a 1991/92 survey of participants in public works programs
specifically targeting the rural poor confirm that income from trade, hostelry, craft
work and other small business activity provided from between 15 and 20 percent
of total income. \57 These numbers demonstrate the important role that MSEs
play in providing income to the rural poor. Furthermore, the timing of this MSE
income is often important to the poor because it comes during the off-season
when households are relatively cash-poor. Increasing MSE activity levels in rural
areas thus has an important role to play in reducing rural poverty.

The relative importance of women as both entrepreneurs and workers is much
higher in the MSE sector than among SMEs. Women playa very major role in
Nigerien MSEs. According to 1987 figures from the Direction de la Statistique,
women owned 29 percent of the 130,000 microenterprises surveyed. As shown
in the peanut oil case study, certain areas of MSE activity are the exclusive domain
of women. Besides peanut oil, women are particularly dominant in such agro
processing activities as shea butter production, onion and tomato drying, dairy
product processing, cotton spinning, straw mat weaving, and beverage processing.
They are also run most restaurants in Niger and are active in artisanal pottery and
furniture making. By contrast, female employment in formal sector SMEs is much
less common.

In order to harness the growth and equity enhancing potential of the MSE sector,
however, the donors and the GON need to address several important constraints
inhibiting the growth of MSEs. These are detailed below.

(1) Financial Constraints.

The lack of financing is a very real constraint for most MSEs. Although virtually all
MSEs have schemes for overcoming the lack of credit, usually through systems of
delayed payments to suppliers or advances from customers, these mechanisms
impose hidden costs by restricting the range of market options open to MSE
entrepreneurs. Freeing MSEs to expand the range of their commercial possibilities
by separating supply and marketing decisions from financing considerations will
help them improve their management efficiency and overall profitability while also

57 Cited in World Bank, "Food Security Strategy," June 29, 1994.
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permitting an expansion of the scale of their activities. Furthermore, the ability to
offer financing to their own customers can also be a powerful marketing tool in a
credit constrained environment.

In general, financing needs of MSEs are:

-Short-term working capital financing (less than a year), which would allow MSEs
to increase the scale of their current activities; and

-Medium-term financing (one to three years) for costlier pieces of equipment and
new technology to allow MSEs to develop new areas of activity.

Short-term working capital credit is a critical need of many MSEs. Besides the
peanut oil processing example given above, the returns to many areas of MSE
activity show returns that could support credit at rates of interest in excess of the
rates charged by most NGO and donor credit programs. Activities such as the
rental of agricultural equipment (see box below), food preparation and selling,
metalworking, carpentry, tailoring, agricultural implement manufacturing, jewelry
fabrication, leather working, automobile repair and weaving all exhibit various
degrees of profitability that could justify higher use of credit. Although levels of
profitability vary between these activities, and all may not be as remunerative as
the peanut oil example, the spurt in informal sector/MSE activity over the past few
years confirms the basic viability of many of these enterprises. This general
picture is further supported by the high loan repayment rates obtained by the
CLUSA/SICR for MSE activities such as peanut oil processing, livestock fattening
and petty trade.

Yet, despite the evidence of profitable MSE projects, a scattered experience of
high repayment rates from several NGO projects and the proliferation of numerous
rural and urban micro-credit projects,\58 the reach of donor and NGO credit
projects is very limited. The GEMINI study on rural financial institutions found that
very few individuals or MSE firms engaged in agribusiness activities had ever
benefitted from NGO or donor-sponsored credit projects. Similarly, during the field
work for this report, the peanut oil producers in Maradi only knew of one woman
who had benefitted from a NGO credit program. This reflects the very real
difficulties of setting up efficient delivery mechanisms to analyze MSE risk and
handle credit transactions as well as the insufficient supply of loanable funds for

58 In addition to the USAID WOCCU, CARE/BRK and CLUSA/SICR Projects, other major donor initiatives
offering short-term micro-enterprise credit include: the ILO/EDF PROFORMAR project, the soon to be
operational "Fonds Decentralises" project from the Caisse Francaise de Developpement, and numerous rural
development projects of other donors which include credit components for village enterprise initiatives.
Among the major initiatives in this area include the "micro-realisations" projects of SNV and GTZ, the joint
German/French "Gestion de Terroirs Project, and FAO rural development projects in Keita and N'Guigmi.
In addition to these major donor programs, many Nigerien and foreign NGOs offer limited credit facilities
that are supported through donor grants.
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the MSE sector relative to potential demand. Thus, despite the proliferation of
donor-supported credit programs targeting MSE activity, there is still a significant
need for increased access to credit among MSEs. Progress is being made, but it is
still insufficient compared to the needs of Nigerien MSEs.

Rural Equipment Rental Enterprises Development

In recent years a number of new rural enterprises have emerged which specialize in the rental of
pieces of equipment that are too costly or require larger capacities than individual households or even
villages can amass. The PROFORMAR Project has recently financed three motorized grain mills
("batteuses motorisees") in the Madoua region which individual entrepreneurs have mounted on
donkeys to service various rural locations. At 1.8 Million FCFA per mill {$3,600l, these represent
expensive investment items that are currently being repaid on a three year schedule. In addition to
these three project-supported initiatives, MSE entrepreneurs in Niamey have also reportedly begun to
purchase the same mobile mills, without any project credit, to reach areas around the capital.
Besides these new mills, well established rural enterprises exist to rent equipment and/or provide
services such as welding for repair of farm implements and cooking utensils, carts rental to haul
crops, fertilizer and water, and animal traction and motorized tractor plowing.

Without access to financing for equipment, the development of rental enterprises is limited by the
capacity of individual entrepreneurs to access family funds or self-finance their investments, as even
informal sector sources of medium-term credit are quite rare. Increasing the access of MSE
entrepreneurs access to medium-term financing has the potential to greatly facilitate the development
of these key service-providing SMEs in rural areas.

Medium-term financing for the MSE sector is virtually non-existent under current
donor projects, yet the lack of medium-term financing is also an important
obstacle. Only the ILO/EDF PROFORMAR project currently disburses loans on a
multi-year basis to MSEs,\59 although the BRK also plans to offer multi-year
financing. The need for longer-term financing is a critical factor preventing the
development of MSEs utilizing costlier technologies which must be amortized over
several years. As shown in the above boxed section, the development of
technology-driven rural enterprises presents a particularly promising potential
avenue for MSE development. However, most of these require investments in
expensive pieces of equipment which few can afford and for which little financing
is available through donor/NGO projects. The reluctance of NGOs and donor
projects to offer longer-term financing is understandable, since few have the
capacity to effectively assess and manage the added risks of longer term MSE
loans. Thus developing sustainable mechanisms for financing medium-term
equipment loans and strengthening the capacity of NGOs to assess longer-term
risks needs to be a high priority for donor micro-credit programs.

59 PROFORMAR's geographic reach is also limited to the Niamey, Tillaberi, Tahoua and Madoua regions.
Important areas such as Zinder and Agadez are not covered.

116



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

(2) Technological Constraints

Greater access to technology has the potential to spur MSE development in two
important ways:

It can contribute to higher labor productivity, particularly in the processing of
agricultural products. Most MSE agricultural processing activities utilize extremely
low levels of technology and rely primarily on intensive labor inputs. Leveraging
these labor inputs through marginal improvements in processing technology to
achieve higher productivity can help raise the returns to labor in the MSE sector.
Several examples of potentially promising technology packages were encountered
during the Team's mission. The mobile mills described above appear to offer
useful labor saving services to rural women. In addition, the recent introduction of
a new prototype mechanical peanut oil press developed under the PROFORMAR
Project that is used by the women's cooperative in Dan-Issa may have the
potential to yield superior oil yields and reduce the time needed for the oil
extraction process. \60 Efficiency gains from improving on traditional agro
processing technologies will also have a particularly large impact on the earning
power of women who constitute the core of the agro-processing M SE
entrepreneurs and workers. Although an inventory and analysis of the potential of
specific labor-enhancing technological packages was beyond the scope of work of
this assignment, such a study is needed to identify technological bottlenecks and
determine credit needs among potential technology purchasers.

It can alleviate specific bottlenecks in strategic areas of MSE activity. Current
technological "bottlenecks" include problems with solar dryers that are preventing
the widespread diffusion of improved food drying techniques and problems in the
preparation of rock-phosphate based fertilizers using locally available deposits. The
potential for the use of improved solar drying techniques in Niger is enormous.
Experiments with the production of dried meat ("Kilichi") using solar dryers have
yielded promising results because drying conditions can be managed to ensure the
rigorous hygienic standards and quality control that are required in European and
North American-markets. However, the possibility for widespread diffusion of
these techniques are poor at best, since the solar dryers used, those developed by
the Office National d'Energie Solaire (ONERSOL), were produced at too high a cost
and are too fragile (because of their use of large glass plates) to be attractive to
most urban or rural entrepreneurs. Introducing improved drying technology could
not only help spur the exports of kilichi, but would also help Nigerien MSEs
develop dried fruit and vegetable exports.

60 Potential problems with the press include a reported lower quality of peanut cakes that reduces its
suitability for human consumption. Although the women interviewed from the Dan-Issa peanut oil
cooperative reported no difference in selling prices between peanut cakes produced with traditional methods
and those produced with the mechanical press.
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As for rock phosphates, prior efforts at developing local deposits near Tahoua have
floundered as farmers have found that, because of its light powdery nature, local
phosphate fertilizer blows away too easily from the fields after application.
Introducing techniques to granulate the phosphate, by mixing it with agglomerating
substances such as animal fat or by-products from livestock slaughtering could
solve this problem and encourage MSE investment in phosphate mining and
distribution.

However, despite the benefits of improved technology, its use among Nigerien
MSEs is very sparing. Explanations for the low levels of technology rest on two
major factors: (1) its availability, suitability and price and (2) the presence of
appropriate financing mechanisms. Constraints on each of these levels are
discussed below.

It is important not to overstate problems related to the availability of appropriate
technology in Niger. In fact, what is striking in much of the agro-processing sector
is how well certain common pieces of equipment work and how much people are
prepared to invest in them when the basic viability of the investment is clear. In
the peanut oil sub-sector, for instance, there has been a rapid growth in the use of
peanut grinding mills used to prepare peanuts for final oil extraction. In Maradi,
according to interviews, the number of mills operating in the city increased from
24 in 1994 to 32 in 1995, most of which appear to have been purchased by
individuals and MSEs from suppliers in Nigeria. The diesel mills in use are versatile,
relatively low-technology pieces of equipment that can grind different types of
grains and run on fuels of variable quality with good results. More specialized mills
with stringent fuel quality requirements are likely to be more costly to operate and
less reliable. Although this is but one example, it is transferable to many other
sectors of activity where possibilities exist to increase rural enterprise activity by
increasing access of rural people to such common technologies as animal traction,
plows and tractors, animal drawn carts, welding equipment and sewing machines.

Encouraging the adoption of these technologies requires credit, not invention. The
technology of tr-actors and animal drawn carts is well-known. Much of the
supposed lack of "technology" in Niger is really a financial sector issue, rather than
a question of technology as such.

Where targeted technology development and adaption programs are required in
Niger, the PROFORMAR project has had some success. It develops low cost
durable technologies by bringing in expatriate engineers and technicians to work
side by side with Nigerian artisans to develop experimental prototypes for use by
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rural artisans. At present, the technology development efforts of PROFORMAR
seem to be producing encouraging results.\61

(3) Technical Training

Many studies have identified the lack of technically trained skilled workers as an
important constraint to the development of MSEs in Niger.\62 Unfortunately,
existing sources of technical training provide neither rapid or relevant training.
Particularly for the more technically demanding trades such as mechanical
equipment and car repair, tailoring, electrical work and metalworking, existing
apprenticeship training methods require extremely long periods of service before
any real skills are transferred to the apprentice. An apprentice tailor may work
three years for a master before touching a sewing machine. Similarly long periods
of service are required in car repair and metal working MSEs. On the other hand,
technical training dispensed by the public technical high school ("Iycee technique")
is overly theoretical and trains students to use equipment rarely used in the private
sector.

Donor projects and NGOs have made inroads in responding to these needs.
Besides the previously cited PROFORMAR Project, donor sponsored initiatives
currently offering technical training include: a Lux Developpement project to
support the Wadata Artisanal village (Niamey), the CARE supported Ecole Moderne
de Formation Polytechnique in Maradi and the GTZ sponsored projects targeting
different categories of artisans.\63 Finally, the EDF funded NIGETECH project,
which has not yet commenced operations, will function similarly to PROFORMAR,
only with a greater emphasis on applied technology in urban areas.

A major reason for the lack of training initiatives is the peculiar incentive structure
in MSEs in the informal sector. In this environment, businesses do not add more
than perhaps six skilled workers for fear of attracting unwanted attention from
government authorities. Recognition by formal sector authorities means that MSEs
would have to make patente payments, pay mandatory dues to the CCAIAN and
conform to labor and commercial codes. Once MSE entrepreneurs have a work

61 The biggest success of the PROFORMAR techno'ogy development efforts so far has been the
development of a locally produced parabolic antenna, which have sprung up all over Niamey since the first
prototype was developed. PROFORMAR Staff report that, at last count, there were over 40 different MSEs
making and selling parabolic antennas (some albeit of dubious quality) in Niamey. The PROFORMAR
developed mechanical peanut press mentioned above also reviewed to above that is in use in Dan-Issa also
appears to offer the potential to increase returns to labor.

62 See for instance, A. Kabore, et aI., p. 48 and Ben Fadhl, P. 32.

63 GTZ actually is currently supporting three projects that offer technical training: the Projet d'Appui a
I'Artsianat which offers technical and literacy training to broad categories of artisans; the Formation
d'Apprentis selon Ie Systeme Duel Project which trains automobile mechanics; and the Projet Micro
Realisation which offers technical training for small-scale artisans.
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force of six workers, they tend to add skilled workers only in response to normal
attrition. Training more people at a faster rate only adds to the universe of
potential competitors. Therefore, traditional apprenticeship periods are long, slow
and combine irrelevant unskilled labor tasks with a gradual acquisition of technical
skills. Although perhaps acceptable for existing enterprises, this training system
does not increase the supply of skilled workers for an expansion of MSE start-up
ventures.

(4) Management/Business Training

The need for basic management training seems to exist mainly among people being
organized and trained by NGOs to engage in start-up microenterprise activities. For
this type of audience, the standard courses offered by most Nigerien NGOs, with
their heavy emphasis on the calculation of break-even prices ("prix de revient") and
cost calculations, are quite appropriate, since neophytes usually have little grasp of
these concepts. To fill this need, an array of NGOs have sprung up, many of
which employ effective trainers and methods.

Beyond the need for business fundamentals, there is little doubt that a small subset
of the more dynamic MSEs could benefit from more advanced business training,
primarily focusing on more strategic questions involving financial, marketing and
production strategies. Crafts-oriented MSEs also need training on export market
development. Few leather workers or woodworkers understand the steps involved
or have the knowledge of foreign markets to develop a regular clientele of foreign
buyers.

While many NGOs can help with product cost calculations and basic accounting,
there are fewer sources to which MSEs can turn for advice on these more
complicated issues of business strategy. Similarly, while there are a handful of
donor projects, such as the Lux Development Project at the Wadata Artisanal
Village that help craftsmen with export marketing, there are no functioning
consulting firms or specialists in the export of arts and crafts. These organizations
could help Nigerien craftsmen to access foreign markets and identify foreign
buyers. This lack of advanced management training capacity reflects the basic
shortage of skilled business managers in Niger. Without a body of people to draw
upon who have these competencies, it is unlikely that these services will develop
in the short-run, even if there is a potential market among the more dynamic MSEs.

(5) Donor Coordination

One of the most common refrains of studies looking at rural and private sector
development in Niger is that there is a need for more donor coordination. While all
donor programs could benefit from increased coordination, this is of particular
importance to USAID because its three microenterprise finance projects have
integrated more concerns about sustainability into their operations than have most
other donor projects. The progress made to date by these projects towards
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achieving a degree of sustainability can, however, be easily undermined by other
donor projects offering higher credit subsidies. USAID, therefore, has a particular
interest in pursuing effective donor coordination on issues affecting MSEs.

In addition to financial programs, donor coordination is needed for technology
provision and targeted firm-level training. Currently, conflicts between donor
projects arise from inconsistent targeting strategies and/or different approaches to
sustainability. Although donors have begun to address sustainability in financial
sector programs, they have not done so for technology transfer and
microenterprise development.

Unfortunately, the majority of donor and NGO microenterprise development efforts
result in unsustainable projects that often undermine the market share of existing
MSEs which lack access to donor subsidies. Many NGO rural enterprise promotion
projects, for instance, offer subsidies to groups that they have organized to aid
start-up MSE ventures. All too often donors shower training, technology and
finance on these beneficiaries with the hope that MSEs will be created. An
example of this type of approach, based on the experience of CARE in the village
of Dan Issa, near Maradi is shown in the box below.
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A Poor Example of MSE Development: The Women's Peanut Oil Cooperative in Dan Issa

Since 1993. CARE has been sponsoring the development of peanut oil extraction in the village of Dan Issa near Maradi. CARE has
trained over 100 village women in peanut oil production, organized a Cooperative compnsing 50 of the women receiving training,
stationed a full time cooperative administrator in the village, and supplied a free mechanical peanut 011 press. In 1994, its first full year
of operation, the women's cooperative produced 13.600 liters of oil--roughly the same volume as one of the larger women producers in
Maradi. At the time of the Team's visit to Dan Issa In August 1995, the Cooperative was not producing oil Since the price of peanuts
had risen too high relative to the price of oil for production to be profitable. The Dan Issa women anticipated resuming production with
the next peanut harvest in November.

Despite the limited scale of the Dan Issa Cooperative's operations and its off·and·on productIOn cycle, CARE has put in a proposal to
the Afncan Development Foundation to finance investments in equipment and storage facilities totaling over $35,000 the scale of
which dwarfs anything available to the non-subsidized peanut oil producing women 38 kilometers distant in Maradi. If funded, this
would give the Cooperative 2 peanut hullers. 2 mills and 2 motorized presses in addition to a $15,000 storage facility. By contrast,
among the many peanut oil producing women in Maradi, only one possessed a peanut mill (although there are pnvate millers who Will
mill for a fee. as in Dan Issa) and there are no motonzed presses operating at all. Nor do the women have access to any storage
facilities.

Although the economics of the proposed investments in Dan Issa are highly questionable, since there IS little eVidence that the
Cooperative is prepared to operate on the scale that would be necessary to yield positive rates of return on the planned investments,
the Importance of this illustration is not the specifics of this case, but what it shows about the underlying approach of many micro
enterpnse development efforts in Niger, of which It IS fairly typical. Specifically:

MSE development efforts are poorly targeted. All too often benefiCiary groups for MSE development efforts are selected
arbitrarily With superficial analysis of the underlying profitability of the proposed project or of how It will effect existing
producers. In the Dan Issa case, although there is certainly value in training women who were not previously familiar with
peanut oil production techniques how to extract oil, it is hard to see why a relatively small cooperative should be favored
with large·scale subsidized investments, beyond anything yet existing in the region, over other MSE operators who have
more solid track records (and possibly more favorable underlying cost structuresl.

Technology is often provided as a gift which does not require socially efficient use by recipients for it to yield positive
private returns. All too often, key pieces of technology are given away to Cooperatives {although much more rarely to
Individuals) with little or no monetary contribution on the part of the recipients. ThiS contributes to the inefficient use of the
equipment since the beneficiary has no investment cost to recoup and cannot make a loss on It. It is significant that the
Dan Issa cooperative was given the only mechanical peanut oil press in the Maradi area which was gathering cobwebs at the
time of the Team's visit since the Cooperative had stopped producing until the next harvest. Even when producing,
however, the press was used far under its capacity, since the Cooperative members could not produce at large enough
volumes for it to operate at capacity and would not rent it to non-members for fear that It would be damaged.a!

There is a clear preference for assisting collectivities, rather than individual MSE entrepreneurs. There is little reason to think
that collectivities are efficient managers of MSE operations. Yet, many NGO MSE initiatives exhibit clear preferences to
working with collective organizations vis-a-vis individual MSE operators. In Dan Issa, for instance, although there is already
a mill operating as a village MSE that is used by most women, the CARE proposal to the African Development Foundation
calls for 2 mills to be given to the Cooperative. When asked why there was a need for more mills. the women cited
complaints about the quality of the available mill which was reducing their oil yields. Yet, rather than working with the
miller to see whether obtaining credit to purchase a new mill might be a low-cost and sustainable solution, CARE sought
funds to grant outright to the Cooperative two mills that would have to be operated on a large·scale commercial basis by an
organization that has shown an unwillingness to explore the commercial potential of a much lower capacity peanut press.
Significantly, the only existing source of management competence for this tYpe of enterprise in the village (the miller) may
be driven out of business if the proposal is funded.

a! This concern on the part of the Dan Issa women is understandable. Since the press was provided as a one time only gift from an
NGO, rather than through private sector channels with the help of an NGO credit program, no sustainable system for supplying
replacements or replacement parts has been created.

The fundamental problem with this approach is that it creates distortions in the
competitive environment. These distortions often help reallocate existing MSE
activity--instead of spurring real growth in the MSE sector. Besides the problem of
the peanut mill in Dan Issa described above, the village level cereals marketing
activities financed by some donors with grants and subsidized loans tend to
encourage farmers to take over marketing functions previously fulfilled by private
traders without any donor support. Although such interventions may contribute to
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enhanced market efficiency and higher output they force farmers to assume
greater marketing risks-- a point which is often neglected.

To foster greater coherence and efficiency in efforts to develop the MSE sector,
USAID should enter into dialogue with the GON and other donors. In particular,
two main points need to be stressed:

Donors should be encouraged to sell technology to MSE beneficiaries at something
approaching its market price. Also, MSE training initiatives should require real cost
contributions from beneficiaries. Selling both technology transfer and training
assistance has a number of important beneficial effects. It:

eEncourages more efficient use of technology and training by basing level of effort
on marginal utility as perceived by recipients rather than on the peculiar
administrative procedures or philosophy of the donor/NGO responsible for
delivering them;

elncreases the motivation of recipients to see that the assistance received is used
effectively thereby increasing the likelihood that the assistance will yield positive
economic returns;

eHelps reduce distortions in the competitive environment between donor
supported MSEs and those not receiving any assistance; and

eCan help leverage available funds to reach a larger number of beneficiaries.

Where income constraints prevent potential beneficiaries from making required
contributions, the necessity for efficient credit delivery mechanisms is very
important. Given the variety of donor objectives, it is unrealistic to expect all
donors and NGOs to adopt identical guidelines on beneficiary contributions for
microenterprise development activities. However, there is definitely a need for
greater attention to this issue, and USAID should be developing it jointly with other
donors.

MSE promotion efforts must focus on the needs of individual MSE entrepreneurs as
well as collectively organized formations. The collective ethos of many NGOs
leaves individual non-mutualist MSEs outside of their field of vision. Although
there are programs which offer assistance to individual MSEs (notably
PROFORMAR) individual MSE entrepreneurs have relatively fewer options for
finding credit, training or technological assistance than cooperatives or other
groups. Donors and NGOs need to take more care to address the constraints of
existing individually owned MSEs, which are often among the leading and most
dynamic operators (as shown by the women peanut oil producers in Maradi) as
well as those of the collectivities that many of them have helped to organize.
Perhaps by selling their services, NGOs and donors can be more assured that their
assistance will have a positive impact regardless of whether its beneficiaries are
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individuals or mutualist groups. In the current environment, where few donors sell
MSE assistance to beneficiaries, targeting of assistance often depends more on the
philosophy of the donor or NGO than the capacity of the benefici-ary to utilize the
assistance effectively.

c. SME CONSTRAINTS

Although USAID's strategy for enterprise development under S02 focusses
primarily on informal sector MSEs, the development of SMEs can be assisted in
two ways:

Supply and demand linkages are needed to create new market opportunities for
MSEs. There is real potential for SMEs, particularly in the agro-processing sector,
to foster new demand that can be supplied by MSEs.

Firms need to be encouraged to "graduate" from MSE to SME status. The benefits
of informality also come with real costs for MSEs, as noted above. For instance,
MSEs do not capture economies of scale that would permit them to justify
investments in more sophisticated technology that might eventually lead to lower
unit costs. They are unable to use telephone lines and faxes to remain in touch
with market developments beyond their local areas. They are not seen as serious
candidates for credit from formal sector banks. Their market options are often
limited by the availability of trusted (often family) personal relations networks.
This seriously inhibits their ability to expand and penetrate new markets where
they may not have the necessary personal links.

The section below briefly describes the financial and managerial constraints to SME
development and goes into more depth on policy level constraints. The treatment
is brief because other donors and programs are already engaged or are planing on
making significant interventions. In addition, whereas USAID has considerable
experience in microenterprise and financial issues in Niger, it has not been
particularly active in the realm of formal sector enterprise development, in which
other donors, particularly the French, have a much longer experience record. On
the other hand, ·USAID has played an important role in policy dialogue on issues
affecting the private sector and can still play an important role in creating
momentum on key policy issues.

(1) Financial Constraints

The conservative lending policies of commercial banks in Niger severely restricts
the supply of credit to SMEs--particularly for medium-term financing and
investment in equipment. The lack of a functioning capital market also severely
restricts the supply of equity capital, which is almost always provided through
private investors and family sources.
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Given the reduced role of the commercial banks in financing almost anything
besides trade credit, the major player in SME finance in Niger is the EDF supported
AFELEN project which is actively lending to SMEs, although it, too, has adopted a
relatively conservative policy and tends to lend more to well established SMEs than
to riskier start-up ventures.

Several donor projects are currently in preparation that should help increase the
supply of financing available to SMEs. In particular, the World Bank is considering
opening an "APEX" line of credit to Niger to support investments in SMEs at highly
concessionary terms. This instrument could provide banks with an attractive
refinancing facility to support increased lending to SMEs. In addition, the EDF is
also studying the possibility of setting up a new guarantee fund for AFELEN to give
it the capacity to increase the scale of its operations.

(2) Management Constraints

The lack of skilled business managers is an important constraint for Nigerien SMEs.
Team member interviews with bankers, NGO and project personnel, revealed a
predominant opinion that Niger lacks both a core of businessmen trained in modern
management techniques and a supply of national entrepreneurs who are ready to
invest in formal sector business ventures.

In addition, although Niger has a number of management consulting firms to
service the SME sector, most of these have a limited capacity to provide services
that extend beyond accounting and financial audits. The CCAIAN, likewise, does
not have the expertise or resources to provide help to SMEs in need of managerial
assistance. This leaves Nigerien SMEs with few sources of advice on options for
financing or new market development.

To address this lack of managerial expertise, the Ministere du Developpement
Industriel, de Commerce de I'Artisanat et du Tourisme (MDICAT), under its
"Programme Cadre de Promotion du Secteur Prive" initiative (hereafter referred to
as the "Programme Cadre") is planning for the creation of an SME Assistance Unit
which will operate independently of the Ministry as a service providing the Unit
with expatriate and national technical assistants to:

eSupport management consulting firms working with SMEs;

eDirect management consulting services to SMEs;

eProvide information on foreign markets; and

eLink SMEs with sources of finance and with help on the preparation of specific
business plans.
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Although no donors have yet agreed to finance this unit, the French are likely to
provide funding and expatriate technical assistance. It is highly unlikely, however,
that this initiative alone will be sufficient to resolve all the management expertise
constraints faced by SMEs.

(3) Constraints in the Enabling SME Policy Environment

The major barriers to SME development lie in the very constraining policy
environment in which formal sector enterprises operate in Niger. These are briefly
outlined below.

Labor Market Regulation

The biggest single policy constraint to the development of SMEs in Niger is almost
certainly the persistence of an extremely onerous set of labor market regulations
which discourage employment and introduce rigidities into the labor market that
constrain formal sector enterprises' ability to rationally manage their personnel.

Virtually every diagnostic study looking at the enabling environment over the past
five years has signalled the need for radical changes in Nigerien labor market
regulations. \64 Moreover, most observers agree on the facets of legislation and
regulation governing the Nigerien labor market that slow SME development. These
are briefly summarized below:

The monopoly of the Service de la Main d'Oeuvre (SMO) on the recruitment of all
private sector employees. Currently, all private sector firms must hire only
personnel who are registered with and selected by the SMa. All employers are
required to seek prior approval or at least notify the SMa of all job
announcements. Job applications received by private firms are also required to be
transferred to the SMa, who alone has the right to decide on the suitability of
individual candidates for the proposed post. To match people with jobs, the SMa
is supposed to attribute available posts to the qualified candidate who has been
registered the longest with the Service--essentially preventing private sector firms
from executing their own hiring decisions.

Private employers report varying levels of rigor in the application of these
procedures depending on geographical location. In Niamey, some employers report
that they can communicate with the SMa and, as long as the employees they wish
to hire are registered correctly, they are usually able to hire them. In Maradi,
however, one SME employer expressed great displeasure that the local SMa was

64 A short sampling of studies which have underlined the need for a reform of labor market regulations
include: the J.E. Austin MAPPS Phase I( Private Sector Description, June 1991; the final report from the
UNDP/UNIDO sponsored "Table Round sur Le Secteur Prive," June 1993; and Abdou Djibo and Barhouni
Maliki, "politiques et mesures de promotion du secteur prive, bilan et perspectives," UNDP/UNIDO, February
1993.
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preventing him from hiring needed staff by trying to impose personnel whom he
regarded as unqualified. Employers also complain of frequent abuses and
subversion of the process. These abuses are attributed to the SMO's considerable
discretionary power to impose candidates on enterprises. Efforts to promote
investment and graduation of SMEs to the formal sector are unlikely to meet with
much success as long as SMO has veto power over individual firm hiring decisions.

Rules governing the dismissal of workers for economic reasons. Employers must
apply for permission to separate workers by application to the Inspection du
Travail. The application summarizes the financial situation of the enterprise for the
last three years, lists all employees broken down into foreigners and Nigeriens, lists
those employees subject to job cuts and includes an opinion on the need for the
job cuts from a representative of the employees. Foreign workers are required to
be cut first. The Inspection du Travail is charged with ruling on the application
which is then approved or disapproved by the Minister of Labor. No mandatory
time period exists for this process. Delays and forced cut-backs in essential staff
impose operational risk and costs on employers.

Overtime labor must be approved by the Inspection du Travail. To schedule
overtime hours, employers must request authorization from the Inspection du
Travail. The Inspection du Travail is required to consult the labor unions active in
the relevant labor category which must issue a judgement on the request within
eight days. If the unions fail to issue a judgment or respond favorably, the
application is supposed to be approved by the Inspection. Authorizations are only
valid for a period of six months and cannot exceed eight hours per week of
overtime per worker.

Invasive workplace regulations. Personnel of the Inspection du Travail are
authorized to enter the workplace at any time without prior notification to check
for violation of health, safety and labor codes. All enterprises must be inspected at
least three times per year. This is a common feature of labor market regulation in
developed countries, but in Niger, where the illiteracy rate is over 70 percent and
where the texts governing working conditions are complicated and not well
publicized, the potential for corruption is quite strong. Furthermore, health or
safety code inspections are often used as excuses to look for unauthorized
employees not hired through the official system. Rather than fight these continual
battles, many enterprises simply prefer to remain in the informal sector.

Restrictions on Foreign Investors and Employees

Businesses whose equity shares are more than 50 percent held by foreigners are
required to obtain a business license (autorisation d'exercise) before they are
allowed to set up operations. Applications are made to the Minister of Commerce
for firms operating in Niamey or to the Regional Prefets for firms outside of the
capital. The first license is valid for a period of five years, after which another
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application must be submitted. After the first renewal, licenses are renewed every
10 years.

The paperwork required for these licenses, while lengthy, is not a major problem
for foreign businesses. Most of the paperwork is designed to make sure that the
businesses are current in all their tax payments and are in conformity with Niger's
social security system. However, the very existence of this licensing system,
where no foreign company can be sure whether or not it will be permitted to
operate in five or ten years is a powerful disincentive to foreign investment.
Although current regulations ensure that applications for renewal are automatically
accepted if no response is given by the administration within 45 days, the
possibility of a refusal is still present.

The long delays and unclear decision-making process involved in the attribution of
the initial license is probably even more dissuasive. In the case of Sahelio and
DHL, licenses took over one year to obtain. A need exists for a more transparent
system that gives investors greater assurance that administrative delays will be
minimal and decisions will be fair.

In addition to the business licensing requirement, Niger's attractiveness to foreign
investors is seriously weakened by strict rules on the employment of foreign
personnel. To legally employ a foreign worker, an employer must first obtain a
work visa. This requires an application to the SMO which examines the dossier
and transfers it to the Direction du Travail in the Ministry of Labor. A second
consideration of the request is made before final transmission of the case to the
Minister of Labor, who makes the final decision and sends the dossier back to the
SMO, which, in turn informs the employer. This whole process is often extremely
time consuming.

The SMO often either rejects requests for the employment of foreigners by
suggesting a replacement candidate who is Nigerien, or stipulates that the
foreigner be hired on a temporary contract and be replaced with a Nigerien after a
specified period. Given the general shortage of skilled manpower in Niger, this
process is a significant obstacle both to foreign investors and to domestic SMEs.

Unsure Rural Land Tenure

Conflicts between the various traditional and modern conceptions of collective and
individual property and land use rights is a well-recognized obstacle to investment
in rural areas. Recent GON initiative to create rural Property Commissions
(Commissions Foncieres) composed of local administrative authorities, traditional
chiefs, and technical experts from the office of the Rural Code, to adjudicate land
disputes and actually allocate written formal titles to individuals represents an
ambitious attempt to resolve this problem.

128



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

However, it is important to recognize that the process being set in motion at this
moment is unlikely to produce tangible results in the near future. The extremely
complex and politically sensitive dossiers that the Property Commissions will be
charged with resolving will likely take years to resolve. The initial experiences of
the most advanced Commissions in Mirriah and Maine-Soroa which have been
financed with help from the Danish aid agency show mixed results. The
Commission in Maine managed to inscribe very few cases on its rolls, while the
Commission in Mirriah had somewhat more success. In any case the Commissions
face serious obstacles such as:

-Lack of clear legal precedents and directions to serve as guidelines;

-Commission composition too heavily weighted towards administrative authorities
with the attendant risk of appearing non-legitimate;

-Serious lack of trained personnel and material to carry out the relatively complex
administrative tasks associated with adjudicating scores of complicated dossiers;
and

-Incomplete rural land surveys and technical analyses of land-use potential.

Thus, while the will of the GON to resolve this long standing issue is certainly
present, there continues to be a serious need for support for the process of rural
land dispute resolution.

Burdensome International Trade Procedures

Although export and import licenses were officially abolished in 1986, procedures
set up to replace them still impose heavy costs on enterprises engaged in
international trade. In particular, the "One-Stop Window" or Guichet Unique set up
within the CCAIAN to streamline export and import procedures and centralize trade
statistics probably does more harm than good.

The Guichet requires all firms engaged in foreign trade to go through a complicated
two-step procedure and pay fees which, as pointed out by the MAPS Phase II
study, total more than the payments required to obtain the licenses that were
required before the abolition of export taxes. To be eligible to import or export any
merchandise, including raw agricultural products, a firm must first apply to the
Guichet office in Niamey, or to one of the regional CCAIAN offices for an
identification number which serves to open its file and is valid for one year to be
renewed annually. To get a number, firms must present each year:

-Proof that they are inscribed on the rolls of the Registre de Commerce as export,
import, or export-import trading firms;
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• Proof of having paid the patente for the current year as a registered export,
import or export-import trading firm (minimum payment of 435,000 FCFA);

.Proof that they have paid their current year dues to the CCAIAN (minimum
payment of 75,000 FCFA); and

.Proof that they have paid the required annual fees to the Conseil Nigerien des
Utilisateurs des Transports (CNUT) (minimum payment 30,000 FCFA).

Completion of this process results in the firm being issued an identification number.
To actually import and export merchandise, it then embarks on a second round of
administrative procedures by applying to the Guichet for statistical registration
forms (fiche d'enregistrement statistique) on which its actual exports and imports
will be recorded. Fees associated with these operations include: 2,000 FCFA for
purchasing the forms, one of which is required per product traded; and fiscal
stamps totaling 6,000 FCFA for trade operations within the Franc Zone and 9,000
FCFA for operations with countries outside the Zone. Thus total costs at this
stage amount to 8,000 to 11,000 per product traded. The statistical registration
forms are valid for three or six months if the operations they sanction are settled in
cash or bank credit, respectively. Three month extensions are granted for 1,000
FCFA. Once the statistical registration forms have been issued, the firm presents
them for verification at the customs posts when the goods cross the border.

The financial and administrative costs of these international trade requirements are
considerable. The minimum total cost for legal trading in only one type of product,
once the obligatory patente, CCAIAN and CNUT fees are added, in is 548,000
FCFA. Even this total would not be sufficient for a whole year and would require
multiple trips to the Guichet to apply for extensions and new fiches statistiques.

While no firms are exempt from the patente and CCAIAN membership fees, many
enterprises manage to avoid these fees or pay the patente in categories with a
lower minimum rate than the 435,000 FCFA minimum for export-import trading
firms. Thus, in reality the marginal cost of complying with these regulations is
quite high for most firms--particularly smaller ones or occasional exporters or
importers. In addition, the requirement that firms present the fiche statistique at
banks to clear foreign exchange transactions effectively excludes the many MSEs
that have not paid the appropriate patente tax or their eCAIAN membership fees
from using modern banking instruments to facilitate international payments. As of
June 1995 a total of only 166 firms were registered with the Guichet as legal
exporters or importers.

Of course, only a fraction of Niger's international trade passes through the Guichet
Unique's system. The only possible reason for the Guichet's existence is to collect
statistics on trade, although it is also supposed to promote exports, and indeed it
does publish a quarterly bulletin of trade statistics. However, the value of these
statistics, which fail to capture any informal cross border trade, is extremely
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dubious and duplicates statistics collected by the Customs Service (Direction
Generale des Douanes). Thus, there is little justification for the Guichet as a
means of collecting trade data.

Business Taxation

Though Niger's tax system is subject to numerous conflicting criticisms, most
observers agree that the country suffers from too narrow a tax base that is
concentrated in a depressed formal sector. Many believe that the tax burden
stifles the growth of formal sector enterprises. Businesses also complain that the
variety of taxes imposes extra costs and requires inordinate management attention.

Though figures on tax payments from the informal sector are, by definition, hard to
acquire, there is general agreement that the way to widen the tax base is to
increase collections from the informal sector. This view amounts to an implicit
recognition that the number of MSE enterprises paying the major informal sector
tax--the patente-- is smaller than what it should be. Indeed, there is some
evidence to support this view. A recent survey of individually owned non
incorporated businesses completed by the CCAIAN with the assistance of the
USAID Projet d'Analyse et de Suivie de la Politique Economique (PASPE), shows
that only 582 out of the 955 business who agreed to provide information on their
patente payments reported that they actually paid the patente. Still, before firm
judgements can be made about the scope for increasing taxation on informal sector
businesses there is a serious need for better data on the incidence of taxation on
various categories of businesses--within both the formal and informal sectors.

6. Validation of Mission Strategy

Two important assumptions are implicit if the approach that USAID has taken in
S02 is to lead to significant growth in the rural sector:

eAccelerating growth in both primary sector agricultural production and the MSE
sector, when taken together, will lead to an overall rural sector growth rate
superior to the three percent rate of population growth; and

eMSE sector growth can be accelerated most effectively by expanding access to
financial services.

Each of these assumptions can be questioned. The following section examines
each assumption on the basis of evidence already presented. Question 1 and 2
examine these assumptions.

Question 1: Do MSEs really have the potential to make a significant contribution to
economic growth?
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On the surface, there is no immediate reason to suspect that the MSE sector has
an important role to play in overall economic growth. Policy barriers stand in the
way of the graduation of MSEs into larger-scale enterprises. Mor-eover, many MSE
operate on a part-time basis when other demands for labor (mainly crop
production) are low--suggesting that MSEs are a residual activity to be engaged in
when no alternatives are available.

However, despite the lack of opportunities for the graduation of MSEs and their
often part-time nature, strong evidence exists which suggests that MSEs do indeed
play an extremely important role in contributing to manufacturing and service
sector GOP. As shown in section 0-5, production in the peanut oil sub-sector
alone amounts to over 50 percent of total formal sector agro-processing
production. MSEs in other sub-sectors likely contribute much more to overall value
added. Once all these sub-sectors of MSE activity are factored in, it becomes clear
that the majority of manufacturing and service activities in Niger are carried out by
MSEs. Thus the Mission's strategy of focusing on micro-level enterprises as a key
leveraging point for influencing economic growth is thoroughly rational. This is
where the bulk of value-added enterprises are found.

One important caveat is needed here. To leverage the potential of MSEs to grow,
interventions are needed to remove MSE constraints. Because the contribution of
any individual or even small group of MSEs is quite small, significant growth can
be achieved only if there are improvements in the operating environment for a large
number of MSEs. This has important implications for the design of financial sector
interventions under S02. In particular, it confirms the usefulness of measures
such as those depicted below in Section E, that seek significant increases in the
outreach of financial services to MSEs by creating sustainable financial institutions
that can mobilize savings and "close the loop" to create true integrated financial
systems capable of reaching large numbers of borrowers, many of which will be
MSEs. In contrast, marginal increases in funding for non-sustainable financial
institutions are unlikely to expand credit availability for large numbers of MSEs.
Therefore, continued donor support of non-sustainable financial institutions is not
likely to promote significant economic growth.

Another concern is that, although S02's focus is squarely on MSEs, the
constraints operating on SMEs must also be addressed. In fact, the potential for
growth in such areas as processed agricultural exports (which are virtually non
existent at present) will hinge on the development of formal sector SMEs that are
capable of standardizing the production process, enforcing quality standards and
negotiating the logistics of international marketing.

Of the financial, management and enabling environment constraints affecting SME
that are mentioned in above in Section 5. Enterprise Development Constraints and
Donor Activities, USAIO's most effective strategy might be to concentrate on
policy constraints. Reasons for this include:
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-Other donors are planning or studying interventions which should make
significant contributions to addressing firm-level constraints for SMEs.

-Although USAID has amassed considerable expertise in the area of firm-level MSE
promotion, it has little corresponding experience in Niger dealing with firm level
development among formal sector SMEs; in contrast, USAID has significant
experience and strength in the analysis of policy constraints affecting the private
sector.

Given these two factors, a key part of the results-package that USAID, therefore,
should be building around S02, must include actions to address some of the policy
constraints identified in section 0-5.

Conclusion: The focus of the Mission on microenterprise development as a key
component of S02 is justified. Accelerated growth in the MSE sector can make
a significant contribution to economic growth given the importance of MSE
production in overall GDP--particularly in the manufacturing and service sectors.
Mission activities targeted at larger SMEs should concentrate mainly on
improving the enabling policy environment, as major firm-level interventions in
this sector are planned by other donors.

Question 2: is the Mission 502 Strategy focussed too narrowly on the financial
sector, while neglecting other areas of constraints on rural MSE growth?

While financial constraints are not the only ones facing MSEs, they almost certainly
pose the most immediately binding set of constraints facing most MSEs. Many
MSEs have the capacity to expand their operations if they could find reliable and
convenient sources of credit. In the 1990 Michigan State study of the informal
sector, surveyed MSEs listed the lack of finance as their second most severe
problem after the general lack of demand they were witnessing in the market at
the time of the study--well ahead of problems related to technology and the policy
environment.

This is not to say that addressing other problems could not also improve the
growth prospects of MSEs. As discussed in the previous section, there is great
scope for increasing the efficiency of MSEs through facilitating their access to
technology. Furthermore, there is room for the creation of new MSEs specializing
in the provision of such technology through rental agreements. However, in a
context where much of the technology that could be put to use is well known
(mills, tractors, animal drawn-carts, water pumps), the main obstacle to its
dissemination is the lack of appropriate financial mechanisms for delivering credit.
The need for medium-term credit, to allow multi-year term loans to accommodate
more expensive and durable pieces of equipment is particularly great.
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The non-financial constraints on improving access to technology are largely a
question of promoting new technology development efforts--which are best done
in-country by bringing together local and foreign specialists to develop affordable
prototypes with local materials. This sort of lltechnology incubator ll already exists
in Niger and is supplied by the PROFORMAR/NIGETECH projects. There is little
reason for USAID to duplicate these efforts.

In addition to finance and technology, the issue of MSE lack of technical skills is a
serious issue. Although many NGOs provide basic business skills training, there
are fewer options available to individuals who want to rapidly acquire technical
competency in such common MSE productive areas as tailoring, woodworking,
metalworking, or equipment repair. Skilled artisans have little incentive to train
large numbers of people who would then compete with them in the market. To
facilitate the growth of MSEs, therefore, new ways are needed to leverage the
technical competence among existing MSEs to train greater numbers of workers.
As a complement to its financial sector focus, therefore, USAID could profitably
investigate new forms of technical training which will help develop sustainable
training modules. These modules should encourage training by altering the
incentive structure facing traditional artisans.

Conclusion: S02's primary focus on the financial sector is justified. Although
there is a need to facilitate MSE access to technology, constraints on the
availability of technology to MSEs are, themselves, largely financial. The
development and adaptation of technology for Nigerien MSEs is being
adequately handled by other donors. One important non-financial constraint that
should be addressed by USAID, however, is the lack of technical training models
capable of rapidly responding to growth in the demand for skilled technical labor
in the MSE sector.

7. Recommendations

The following section presents an array of recommendations to USAID to support
the Missions S02 objectives in the area of enterprise development. As with the
constraint analysis above, this section has separate components for MSEs and for
SMEs.

a. Recommendations for Promoting MSE Development

(1) Finance

Support measures which will permit a rapid expansion of credit to large numbers of
MSEs. Specific recommendations and illustrative activities to expand the supply of
credit available to MSEs are specified in detail in Section E of this chapter. It is
crucial, however, that USAID's strategy for providing financial services include
activities to significantly increase the ability of financial institutions to reach large
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numbers of MSEs. Without attention to this result, it is unlikely that S02 will
contribute to significant MSE sector growth. Unsustainable credit programs, which
neglect the savings element and merely recirculate donor provided funds, are
unlikely to provide the quantum increase in loanable funds that would be necessary
to make a significant dent in the total credit needs of Nigerien MSEs.

Increase the ability of NGOs to provide medium term credit. Although MSEs
require both short- and medium-term financing, the virtual absence of medium term
loans makes capital financing a particularly pressing problem. To strengthen NGOs
capacities to deliver medium-term credit, NGO personnel will need to receive
training in the assessment of medium-term credit risk and in the management of
loan portfolios with average durations of over a year.

Utilize NGO and donor-supported financial institutions to monitor MSE activities.
Regularly collected data on the number, amounts and repayment rates of loans
made by NGO credit programs to MSEs by sub-sector could provide a very useful
data base for assessing the evolution of MSE activity. Unfortunately, most NGOs
either lack the capacity to provide such information or they must go through a
time-consuming examination of their records each time they want to come up with
the information. Therefore USAID should consider ways of encouraging NGOs to
keep such statistics. This almost certainly would involve NGO staff training in
simple statistical and data base operations and provision of adequate software. In
addition, after supplying the necessary technical, and possibly financial help USAID
may also require regular data reports from the NGOs credit programs it supports in
order to compile its own data-base on MSE activity.

(2) Access to Improved Technology

Leave the development of technology packages to other donors. Current donor
efforts in Niger to develop appropriate technology for MSEs, mainly the
PROFORMAR and NIGETECH projects, are making significant contributions. Given
the experience of the ILO and EDF in supporting these initiatives, and the relative
inexperience of USAID in technology development, this is not a particularly high
priority area for 'USAID assistance.

Increase the ability of NGOs to provide medium term credit. Availability of
intermediate credit will facilitate MSE purchase of technology packages that require
longer payback periods.

(3) Technical Training

Promote technical training that disseminates skills of existing MSE artisans in a
sustainable manner. The need for a more rapid and flexible system for technical
training can best be met by exploring new ways of leveraging the technical
competencies that already exists in the MSE sector. While this is easily done by
paying MSE artisans with donor-supplied funds to give technical training courses,
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as some donors are currently doing, such efforts are rarely sustainable. These
efforts rely on donor financing and do not attempt to link student tuition or
training-fees to the remuneration of the MSE technical trainers. This makes the
entire effort dependent on the continuation of donor support. A promising model,
which places more emphasis on sustainability than most donor technical training
programs, has been developed by Ecole Modeme de Formation Polytechnique
(EMFP) with the support of CARE in Maradi. This experience warrants a closer
investigation to see whether it can be replicated in other areas.

Illustrative Activity: Evaluation and
Possible Extension of the CARE/EMFP Training Model

The Ecole Moderne de Formation Polytechnique {EMFPj, set up by CARE in Maradl, offers what
appears to be a workable model for accelerated technical training that is notable for two reasons:

• it shows more potential for sustain ability than most donor technical training efforts;

I • it mobilizes practicing MSE artisans to provide more concentrated and accelerated
instruction than is available in traditional MSE apprenticeship arrangements.

I
I
I
I
I
I

In the EMFP model, which has evolved over the past several years, artisans from the MSE sector are
recruited as trainers by the school, which then supplies them with the technical equipment, facilities
and pedagogical materials to give technical training modules lasting from three to eight months.
Although other donor programs recruit MSE artisans for training purposes, the innovative feature of
the EMFP system is that the remuneration of the artisans is based not on donor funding, but on fees
collected from the students which are split with 60% going to the artisan/teacher and 40% to the
school to support its overhead expenditures. Fees are also set at relatively high levels. For the
1995/96 school year, for instance, the maximum fee level has been increased to 70,000 FCFA. In
general, courses have been nearly fully subscribed. According to EMFP management, the fees
received in the 1994/95 school year covered about 50% of the school's costs.

The particular advantage of this model is that it offers incentives to MSE artisans to devote
significant time to training, outside of their own private business interests, without relying directly on
donor subsidies. Although the operating expenses and materials of the school are still subsidized and
the school is far from capable of sustaining itself based only on its own revenues, its ability to weld
the expertise of MSE artisans with NGO management and pedagogical expertise, while making
headway towards sustainability indicate that it is a model worth a closer look that may warrant
duplication.

Specific actions which USAID should consider include:

I
I
I
I
I

•

•

an evaluation of the EMFP to: assess its potential for achieving financial
sustainability; follow-up on the activities of its former students; and assess its impact
on the MSE sector in the Maradi region; and

pending the results of this evaluation, the extension of the EMFP model to other
areas in Niger. In particular, Zinder and Agadez may be promising candidates, since
both regions do not benefit from the technical training modules available through the
PROFORMAR project.
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Management Training

Continue to encourage the delivery of basic business managemeRt training to
borrowers in NGO credit programs engaged in MSE start-up activities. For credit
programs that are designed to encourage start-up MSEs, it is essential that credit
be accompanied by some form of business skills training focusing on cost
accounting and sales strategies. The provision of this supplemental training is
already a common practice in most donor credit programs and a wide variety of
Nigerien NGOs have come into existence to provide such services. In designing its
future credit programs, USAID should also require that borrowers make significant
cash contributions to the cost of such training programs. This would enhance both
the sustainability of such programs and encourage better targeting by making sure
that recipients have a real interest in the training. If necessary, the initial
contribution could be included in the NGO loan package. These training efforts
should place special emphasis on offering business skills training (possibly
combined with basic literacy courses) to women, as low literacy and rudimentary
educational levels are important limitations on women's ability to operate
successful MSEs.

Encourage the development of fee-charging firms offering management consulting
and other services to MSEs. The need among more advanced and successful
MSEs for management advice going beyond the basic business skills training
offered by most NGOs could best be met through growth of specialized consulting
firms. USAID could help develop this fledgling business service by:

eConducting a market feasibility study to estimate the demand and willingness to
pay among potential MSE customers for such services as: export market
identification and brokering; assistance in the development of loan applications;
payments and collections services; investment and feasibility analyses; and market
analyses.

eSubsidizing training for potential MSE consultants in areas that show particular
promise. Such opportunities may prove to be viable alternatives for laid-off civil
servants.

eEventually subsidizing or investing in start-up consulting firms targeting MSEs. It
is ironic that, while donors do not hesitate to offer subsidized credit, which many
MSEs could pay back at unsubsidized rates, they show little interest in subsidizing
MSE service providers.

(4) Donor Coordination

Participate in the GON "Programme Cadre de Promotion du Secteur Prive"
(Programme Cadre) initiative, should this develop into an effective forum for donor
coordination on issues affecting MSEs. The MDICAT, with the help of the UNDP,
is in the process of elaborating the Programme Cadre to promote private sector
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development and improve the coordination between various projects active in
private sector development. Two facets of the Programme Cadre that are of
particular relevance to USAID are:

-Coordination of various MSE activities. This component calls for the creation of
an MSE Coordination Unit ("Cellule de Concertation pour la Valorisation des Aides
pour Ie Developpement des Micro et Petites Entreprisesn) which would monitor
MSE projects and sponsor discussions and research on issues affecting the
promotion of MSEs. Possible USAID funding of this unit and the location of
USAID-financed technical assistance in it would give USAID a broad entree into the
definition of MSE policies on a national level, as well as fostering coordination
between USAID and other donors which will create opportunities for USAID to
emphasize its point of view on such issues as the sustainability of MSE
interventions.

-Programme Cadre's call for the creation of a Private Sector Coordination
Committee (nComite de Coordination") regrouping the major donors, GON officials
and private sector representatives; this body has at least the potential to be a
useful forum for promoting coordination among donors on issues affecting MSEs.
USAID participation in this forum could also give it increased leverage in
discussions with the GON and other donors over important MSE policy issues.

It should also be emphasized that, at present, the Programme Cadre exists only on
paper. Other donors, particularly the French, have expressed interest in
participating, but it has yet to be seen whether or not the two initiatives described
above, much less the rest of the Programme Cadre, will actually materialize as
envisioned. USAID support, at this early stage of development, could provide a
useful impetus that would encourage other donors to join and increase the
likelihood that the interventions planned would actually evolve into useful
activities. This may, of course, not happen due to innumerable political and
bureaucratic obstacles. Should this be the case, then USAID should look to other
means to foster increased donor coordination on MSE sector issues.

Possible formulas for USAID participation in both the MSE Support Unit and the
Private Sector Coordination Committee are described in more detail in the
illustrative activity box below.
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The MSE Coordination Unit

Illustrative Activities Under the Programme Cadre

USAID should consider placing technical assistance within the MSE Coordination Unit planned under the Programme Cadre for which
the GON IS currently seeking funding. As currently envisioned, this unit would fulfill a number of functions. SpecIfically it would:

• intervene with individual projects and donors to mobilize resources to support MSE development;

• organize conferences and workshops on issues of relevance to MSE promotion.
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•

•

coordinate and monitor the MSE activities of different donors, NGOs and the GON;

conduct research on various approaches to micro-enterprise development In Niger; and
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As presented in the Programme Cadre, the MSE Coordination Unit is envisioned as an independent donor-financed project with the
MDICAT as the counterpart agency. Current plans call for the Unit to be headed by an expatriate technical assistant with three national
experts. The total estimated budget for the unit is estimated to be 393 million FCFA, with 70 million to be proVided by the MDICAT
and 321 from donors.

The advantage of placing technical assistance under this unit is that its mandate IS broader than that of the
typical donor project. This will give the technical assistants the freedom to enter into dialogue with their counterparts 10 other MSE
projects all over Niger. In this way, they and USAID will be better able to keep track of broad trends in the MSE sector while remaining
abreast of all donor activities. In addition as the primary monitoring and research body for MSE policy issues 10 Niger, this unit will play
a key role 10 defining appropriate MSE policies and in publicizing specific issues with private sector participants, donors and the GON.
By financing a large part of such a unit, USAID would also be "buying itself a place at the table" as a major donor in the MSE sector
and even, perhaps, as the ir,tellectual leader in the sector given the Coordination Umt's role as the lead MSE research body in Niger.

The Private Sector Coordination Committee

Particularly If USAID decides to fund the MSE Coordination Unit, together with active participation In the planned Private Sector
Coordination Committee. This forum would present an ideal forum in which USAID, building on the research results of the
Coordination Unit, could press other donors on such issues as:

• the sustainability of credit activities;
• the advisability of selling technology rather than giving it away; and
• the advisability of targeting MSE assistance towards individually owned MSEs in addition to collective ventures

and towards eXIsting MSEs, as well as start-up ventures.

b. Recommendations for Promoting SME Development

(1) Finance and Management Training

Encourage other donors to focus SME credit and management training on
businesses with- strong links to the rural sector. To support its efforts to stimulate
rural sector growth, USAID should encourage other donors active in promoting
SMEs through credit and management training and focus a significant share of
project resources on MSEs in such areas as agro-processing.

(2) Policy environment for SME development

USAID possesses two strong tools for influencing the policy environment for SME
development:

eNon-Project Assistance (NPA) with which it can provide budgetary support to the
GON to encourage specific policy changes in favor of SMEs; and
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eEconomic policy research capacity, primarily provided by the PASPE project,
which can be used to furnish analysis and disseminate relevant research findings to
create a greater awareness of the costs of policy constraints on SMEs.

Both of these tools should be mobilized to promote policy reforms which address
the policy constraints highlighted above.

Illustrative Activity to Promote an Improved SME Policy Environment: Non-Project Assistance

Not all the policy Issues highlighted In the section on SME policy constraints are appropriate candidates for NPA conditionality. Issues
such as tax and land tenure reform involve complicated trade-offs between competing obJectives. Furthermore, much of the
information needed to select an appropriate policy course is lacking. For these Issues, it is difficult to Identify clear and realistic policy
actions that can be agreed upon by a wide section of GON policymakers and stakeholders. Thus they are unh kely candidates for NPA
conditionality.

Among the list of constraints to be addressed three issues stand out as appropriate candidates for NPA conditionality. These are:

Reform of labor market regulations. There IS little reason to maintain the monopoly of the SMO on recruitment. The repeal of the
regulations upholding the SMO's monopoly nghts is a simple task which could be accompanied by its transformation into a simple
recruitment clearing house where vacancies can be posted and job applicants can register in an attempt to Improve the flow of
information in the labor market. It is crucial, however. that there be no requirement that eIther employers or Job applicants register
with the SMO, as this service should be entirely voluntary. Besides the monopoly of the SMO, there is a clear need to liberalize the
rules governing the dismissal of employees for economic reasons. It is crucial that employers have the ability to adjust their labor costs
in relation to business prospects by laying-off personnel without applying for authorization from a public bureaucracy. Similarly, there
is little justification for the requirement of authorizations for the use of overtIme labor--whlch should be left to the discretion of
individual employees and employers. Significant reforms In these three areas has the potential to greatly increase the attractiveness of
investment in SMEs.

Eliminate the business licenses required of foreign-owned firms. There is little reason to require foreign investors to run a bureaucratic
obstacle course to obtain an authorization to set-up their business. If there are specific sectors the GON does not want foreigners to
operate in, it should establish special restriction for these and completely liberalize investment in all other sectors. The delays
encountered by some firms and the conditional nature of the business license. in which an investor is not sure of his future rights to
operate in the country, serve to discourage potential Investors. Revising existing regulations to do away with business licenses for
foreign firms is a simple policy measure to enact which entails no complicated implementation issues and IS therefore a good candidate
for NPA conditionality.

Abolish the Guichet Unique for international trade. There is little reason for the continued existence of the Guichet Unique. In effect, it
is a disguised verSion of the export licenses and taxes that USAID has already fought successfully. It does little to promote
international trade and its utility as a trade data collection point is virtually nil because of the small portion of International trade that it
captures and the replication of responsibility with the customs service.
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Illustrative Activity: Utilizing Economic Research To Promote Policy Reform

In Niger, where signifIcant progress has been made toward developing an open political system In which policy Issues are increasingly
resolved in a democratic fashion and in whIch vanous groups, including labor unions, CIVIl rights NGOs. women's groups and business
assocIations, are becoming increasingly Involved in policy discussions. promoting policies favorable to SMEs by working with
stakeholders In the emerging civil society should be an important part of USAID's S02 strategy. In particular, there is significant
potentIal to promote reforms by linking the economic research and policy analysis capacitIes that are beIng developed under the PASPE
project wIth civil socIety stakeholders who could use such analyses to develop advocacy strategIes and lobby for policy reforms that
are favorable to SMEs.

Unfortunately, although PASPE has brought in some private sector stakeholders to review research studies and has organized a limited
number of conferences to disseminate research findings. it has made little progress In following-up policy research efforts with either
civil society groups or the GON to draw conclusions and generate real impetus for policy reform. The main reason for this, which was
noted In the PASPE mid-term evaluation, appears to be that the resident advisor and the rest of the PASPE staff are too burdened with
adminIstration and all the tasks associated with ensuring that sufficient progress is made on the PASPE Research Agenda. This leaves
them little time to devote to research follow-up which could and should be oriented towards developing policy reform proposals from
the longer research studies and seeking to Involve vanous public and private groups in policy debates and lobbying activities.

• writing policy discussion papers on specific topics drawn from the PASPE Research Agenda and In response to
requests from public and private sector stakeholders;

Realistically, for PASPE to develop its capacity to provide more action-oriented follow-up to its polIcy research activities. there is a need
for an additional expatriate technical assistant. The person would help the GON, pnvate sector associations and NGOs develop
concrete policy reform proposals as well as strategies for implementing them. Specific duties would include such tasks as:

• organize publrc policy discussion fora to promote a wider dissemination of PASPE research results; and
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•

•

•

using PASPE research to Jomtly develop policy positions and advocacy matenals with pnvate sector stakeholders
who are potential advocates of policy reforms to improve the busIness climate for SMEs;

working with private sector lobby groups to increase their capacIty to use economic analysIs as a lobbying tool,
thereby increasing their ability to influence both government policy-makers and other pnvate sector groups;

following-up PASPE research studies with GON officials to determine needs for subsequent analysis.
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E. Agricultural and Rural Enterprise Credit

1. Overview of the Financial Services Sector in Niger

The financial sector in Niger has formal, semi-formal and informal components.
Popular confidence in financial institutions is very low. Since the end of 1992
savers have lost 28.2 billion FCFA in deposits from four failed banks. This partly
explains the considerable surplus savings in the economy while bank deposit rates
are low. Much of the rapid growth of the credit unions in the semi-formal sector
may be attributed to pent up demand for savings institutions due to lack of
confidence in the banking system.

The institutional capacity to provide financial services in Niger is very weak. Every
other country in the Sahel has more than Niger's four commercial banks.
Moreover, the banking systems in all other countries in the UMEOA region lend
more for enterprise creation that these four banks. Most NGO's provide loans
services either in cash or in-kind to their clients. The informal financial sector
takes up the residual not met by formal and semi-formal institutions. It is the
major provider of financial services in Niger. The informal sector is dynamic, offers
many savings and loan services, operates with low transaction costs and is
sustainable. It is not however an efficient form for moving surplus liquidity for
production and transformation activities.

Good rainfall over the past two to three years, devaluation of the CFA, and the
first steps toward liberalization appear to be creating positive real economic growth
in Niger. Conservatism and lack of expertise in both banks and NGOs, indicate
that without assistance, Nigerien financial institutions will not evolve fast enough
to take advantage of these favorable conditions.

The recommendation is made that USAID continue to develop its three
intermediation projects in the semi-formal sector. The projects have certain
institutional weaknesses and insufficient funds to significantly impact growth in
Niger's economy. The importance of the donor funds in these projects, however,
is not to finance large-scale economic development, but to improve Niger's overall
intermediation as the means to provide greater rural access to credit. This means
semi-formal credit institutions must help mobilize assets in the formal banking
system and informal savings systems. It will require:

-Transformation of the intermediaries themselves into efficient, well-run and
sustainable organizations,

-Use the USAID projects to mobilize the $0.66 bl. in excess liquidity in formal
sector banks for loans in the semi and informal sectors,
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-Improve enabling conditions, particularly labor and trade laws, commercial codes
and enforceable of lender rights, and

-Use these intermediaries to establish the concept of useful intermediation in the
informal sector in order to begin mobilization of its estimated $1.1 bl. in liquid
assets.

Self-sufficiency is an essential goal of USAlD's three intermediation projects. They
are designed to be catalysts for change, and consequently short-term losses can be
expected - just as they occur in any start-up venture. But all three projects need
and currently do not have business plans that specify loan volumes and spreads
necessary to breakeven or marketing plans to be used to become sustainable.
Specific strategies are needed, for example, to mobilize for loans the liquidity in the
formal banking system and in the informal sector.

a. Formal Financial Institutions

Niger's formal financial sector includes administrative organizations such as the
Ministry of Finance, the Central Bank and national regulatory authorities. It also
includes credit delivery organizations such as commercial, savings, development
and cooperative banks as well as insurance companies. All of these institutions
are subject to formal regulation designed for banks and related institutions. Niger
has four operating commercial banks, fewer than any other country in the Sahel.

Out of 18 banks and finance companies organized or in operation since 1978 only
four banks and two finance companies still exist. The enabling environment for
new business creation constrains demand for financial services. Policies and
regulations concerning repossession and liquidation of borrower assets increase
lending risk and therefore decreases banks' willingness to lend.

Currently, the three banks\65 that operate in the formal sector are:

-shell-shocked from the collapse of 12 financial institutions in this sector since the
mid-1 980's,

-Seriously burdened with excess loanable funds estimated at $66 ml. due to (a) a
recent Central Bank prohibition of use of such funds to purchase short-term
securities denominated in foreign exchange\66, (b) limited investment

65 A fourth bank, the BCN (Banque Commercial du Niger), which is joint Nigerien and Libyan owned was
not contacted during this study. They are the smallest of the four banks and largely finance Libyo-Nigerien
trade.

66{ In October of 1993 the BCEAO implemented a policy limiting the amount of funds member banks
can invest in its regional money market window. This policy was implemented to encourage commercial
banks in the F CFA zone to lend funds for private sector activities in the countries in which they operate.
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opportunities in the formal sector arising from onerous government regulation,
labor laws and a legal system that is biased against lender protection, and (c) a
lack of knowledge and experience in lending to enterprises in the· semi- and
informal sectors.

These banks have functioned until recently as investment clubs for their major
shareholders. At the end of 1993, for example, twenty BIAO clients held over
51 % of all deposits. The three surviving banks lend a small percentage of their
funds to finance trade, international corporate activities in Niger and public works
projects. These loans are usually collateralized at over 100%. The few loans that
are made to private sector enterprises that are almost exclusively for urban rather
than rural activities.

The formal financial sector continues to be extremely cautious or unwilling to lend
for micro-small or medium scale production and transformation activities. Banks
lack the skills to assess, manage and recover on a rural micro and small scale
enterprise portfolio. In addition, legal, regulatory and policy constraints, make it
difficult for new businesses to start up, and for banks to secure loans on borrower
assets. Lacking knowledge of how to lend in new markets, and facing a hostile
environment in which to lend r banks are unprepared to expand their financing
activities and, consequently have no need to mobilize savings.

The BCEAO's new rules have created excess liquidity estimated at 30 billion FCFA
or $60 ml. This amount is greater than all donor funded private sector credit
activities combined. The solution is for banks either (a) to downsize by limiting
their investment portfolios to the small set of fully collateralized loans to large
traders and public works contractors, or (b) to expand and diversify their loan
portfolios r perhaps sufficiently for them to induce them to attract more savings to
finance an expanded lending portfolio.

All three banks have adopted the short-term risk averse strategy of down sizing.
Two of them offer lower rates for long term savings than for short term accounts.
The minimum balance required to maintain a commercial account in Niger is 50
times higher than among Malian banks. Commercial bank resources have been
shrinking at a rate of about 10 billion FCFA or $20 bl. per year since 1992. Most
of this decrease was due to the closing of Balinex (6.5 billion eta), Credit du Niger
(5.2 billion cfa) and a panic earlier this year at the BIAO (14 billion FCFA).

If donors want to see significant expansion in the financial sector, now is the time
to promote bank financing of private sector enterprises. The commercial banks
have a capacity perhaps only surpassed by the informal sector to finance a
growing agricultural and MSE enterprise sector. 67

67 Liquidity in the informal sector is higher than in the formal sector, but the structure of the informal
sector makes it ineffective at financing production and transformation activities.
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Subsequent discussion points out that formal sector funds could be mobilized
through training, policy reform to improve the hostile lending environment and loan
brokering and servicing provided by the semi-formal sector. The -discussion also
suggests that mobilization of informal sector funds is more complex since potential
depositors do not trust financial institutions and the finance of transactions in this
sector is usually not defined separately from the transactions being financed.

b. Semi-formal Financial Institutions

These institutions operate outside the purview of the formal banking authorities,
but are sometimes licensed and supervised by other governmental agencies. They
include credit unions, some rotating self-help savings and credit associations (such
as tontines), private input suppliers and some buyer credit arrangements.

The better of the largely donor funded intermediaries are better able than banks to
offer services to the geographically dispersed MSE and rural sectors. First, many
of them have learned techniques to ensure high loan recovery rates. Second, a
few have cost structures much lower than those of banks in the formal sector
whose overhead includes relatively highly trained credit personnel. WOCCU, for
example, is highly effective at mobilizing small savings. If its current growth rate
continues, WOCCU will be competing with the commercial banks for deposits.

The semi-formal financial sector is highly dependent on donor funds. Most of its
financial service organizations are not operationally self-sufficient and their lending
rates and operating costs are highly subsidized. A number of them defend their
approach by calling it a modified Grameen Bank strategy.68

The USAID funded financial services projects and the EEC funded AFELEN project
are exceptions. None of these projects have achieved operational self-sufficiency,
but all four are striving towards that goal. At this point only the USAID funded
WOCCU project is designed to achieve full financial self-sufficiency when a certain
number of credit unions are created and share common costs. CARE/BRK and
CLUSA/SICR are looking for subsidized loan funds which they in turn will on-lend
to their clients.. These two projects will require more guidance than they have had
in the past to achieve self-sufficiency. The three USAID projects are discussed in
more detail subsequently in this section.

68 The Grameen Bank is more misunderstood than maligned. It has achieved operational self-sufficiency.
It is not interested in achieving financial self-sufficiency, preferring rather to borrow funds from private
sources at concessionary rates. This strategy is only as sustainable as the commitment of donors to
continue to provide large sums at subsidized interest rates. For the Grameen Bank, beneficiary of the
charismatic leadership of Muhammed Yunis, and situated in the most popular poorest of the poor countries
in the world, this is a defensible strategy. The Sahel on the other hand, has benefitted neither from such
a charismatic financial sector leader, nor from such devoted donor support. Thus achieving full self
sufficiency including the costs of capital is a more prudent strategy for Sahelian institutions than modelling
themselves after the Grameen Bank.
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c. The informal financial sector

The informal financial sector in Niger\69 is made up of individuals who are not
subject to any regulation and who enter into transactions on the basis of personal
relationships. This sector is considered to flourish in the absence of drought, but
access to credit if very limited.

In the informal sector intermediation is very inefficient, even though liquidity is
estimated at $1.1 bl. Inefficiencies are due to (a) loans in the informal sector are
highly dependent on personal relationships and (b) the condition that intermediation
is frequently not a stand-alone activity conducted by third-parties, but is integrated
into commercial transactions that are financed by one or more of the parties
involved in the transaction. This process discourages growth of third-party
intermediation, but provides creditors with some access to collateral in the absence
of commercial codes and in the context of a legal environment that is considered
to shelter borrowers from rightful claims of lenders.

Rural households tend to keep savings needed within three months in cash, but
consider informal systems for longer term savings. Informal methods to save for
three months or more include tontines, money keepers, livestock or other assets.
Savings maintained for over three months tend to be placed in livestock. Livestock
investments generally yield the highest return of all informal sector savings
alternatives, except during droughts. During periods of draught the returns to
livestock production fall, and households attempt to shift their savings out of
animals and into cash or other more stable assets.

The informal system discourages third party intermediation that would derive profit
from the spread between borrowing and lending rates. Payment for informal credit
is not a distinct cost, but an implicit charge embodied in transactions of goods and
services. Improved access to credit in rural areas requires promulgation of third
party intermediation. Such intermediation, however, requires that charges for
credit be explicitly separated from other terms of transactions in order for such
intermediation to evolve into stand-alone business activity that can become self
sufficient, i.e., be amenable to business planning and realize profits. USAlD efforts
to improve rural access to credit should, therefore, attempt to transform a portion
of informal credit into third party intermediation, and to improve the quality of this
intermediation.

69/ The informal sector is described in earlier studies. See, for example, Graham, 1990 and Creevey et
ai., 1995.
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d. Women's Access to Finance

Women are the principal victims of highly subsidized non-sustainable financial
services. There is a growing body of evidence in Niger and elsewhere which
suggests that women's economic activities are profitable, and that they are able to
pay the full costs of obtaining financial services. Women are more likely to have
access to funds priced at full cost than where significant subsidies are involved.
[Kula 1995, Rhyne Otero 1993, Weidemann 1992].

Rather than working to lift whatever barriers to entry or constraints that may be
gender based, many donors may offer women subsidized credit if they work in
artificially created cooperatives. Neither the cooperative relationships nor the
credit is sustainable. Women unfortunate enough to participate in these groups
tend to be marginalized rather than be supported in their attempts to create new
businesses. Moreover, they are sometimes lured by relatively lower priced credit
that requires their purchase of very high priced inputs.\7o

From 1989 to 1991, CLUSA spent considerable energy trying to convince male
village leaders that the women in their villages should be included in loans to
members. The success rate at these efforts was close to zero [Silcox and Kao
1993]. When the interest rates were raised from 11 % to an effective 16.6%
17.5% and loans were clearly not gifts the problem of marketing to women ceased
to exist. Men actively rationed credit when it was subsidized and a privilege.
When the costs of credit and collateral requirements rose, women had free access
to loans. In 1995, women's groups represented 38% of CLUSA/SICR clients, and
34% of current loans.

2. Adequacy of Niger's Financial Assets for Growth

Economic growth has accelerated during the last two years, and liquidity in the
financial sector could help maintain this growth. In 1994 official estimates of
growth in the agricultural sector were between 8 and 8.5 percent. While much of
this growth was due to a high rainfall year, and is probably an underestimate of
actual growth, it could continue if households shift more of their resources into
higher return activities. Dramatic and continued increases in lending are likely to
be required to accomplish this shift.

Liquidity in the formal and semi-formal sectors is estimated at $66 ml. and $100
mi., respectively. Liquidity in the informal sector is subsequently estimated at $1 .1

70 The cost of subsidized credit needs further research. If borrowers receive subsidized credit in kind
for input purchases and are therefore unable to purchase those inputs where they are cheapest, the non
interest costs of these transactions may be enormous. For example, a GTZ project lent funds for the
acquisition of small carts which GTZ commissioned and provided. While loan rates were cheap, the carts
cost twice their value in local markets.
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billion. This liquidity, if mobilized into loanable funds is perhaps sufficient to
finance a rate of economic growth in excess of population growth.

The informal sector is functionally less capable of intermediation than the formal
and semi-formal sectors even though it possesses the bulk of potentially loanable
assets in Niger. Most of its liquidity is hidden in household coffers or invested in
livestock or other assets. Asset immobility is attributable to a lack of confidence in
the few existing financial institutions and their remoteness from rural areas.
Moreover, and as noted earlier, intermediation is not a distinct, third-party activity
and, consequently, it is not a stand-alone business activity.

Less than five percent of the population of Niger is considered to have access to
formal or semi-formal savings facilities, while less than two percent have access to
loans. Positive growth in real per capita income would require either a ten fold
increase in donor funds for semi-formal lending to rural and MSE activities\71 or a
significant mobilization of formal and informal sector liquidity for productive
activities. It is unlikely that the former will occur, so regardless of the obstacles,
mobilization of formal and informal assets for rural use is the only viable strategy.
Brokering formal sector liquidity to semi- and informal enterprises and long-term
demonstrations of intermediation in the informal sector are two ways that USAID's
credit projects can promote this strategy.

3. USAID's Financial Service Projects

The informal sector provides nearly all (both in number and volume) financial
services to agribusiness in Niger. Nevertheless, six donor funded semi-formal
institutions do provide services to agribusiness. They are (a) AFALEN, an EEC
funded credit project organized to fund small and medium scale enterprises (b) a
loan program sponsored by the Caisse Francaise de Development (CFD) - the
French government development agency, (c) Matu Masu Dubara, a women's
tontine project funded by the Norwegians, (d) Bankin Raya Karkara (BRK)
supported by CARE, (e) the Service d'intermediation en Credit Rural (SICR)
developed by CLUSA and (f) the Caisses Populaires d'Epargne et de Credit (CPEC)
being managed by WOCCU. The last three projects are funded by USAID.

Each of the three USAID projects takes a different approach to offering financial
services, and despite some major problems, each still has the possibility of
becoming operationally self-sufficient in the next few years. The WOCCU/CPEC
project uses the WOCCU credit union approach. CLUSA/SICR operates as a rural
loan brokerage service, and CARE/BRK operates much like a finance company.

71 A tenfold increase in clients of formal and semi-formal financial institutions is an arbitrarily selected
figure. A tenfold increase would mean that 50% of the population would have access to savings services
and 20% of the population access to credit. Assuming that the majority of this increase would take place
in the most productive regions of the country, this expansion is likely to sustain growth.
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USAID is not the largest donor in the field of enterprise finance but it is the
recognized leader in promoting sustainable financial institutions. It is
recommended that AID/Niger take a more active role in disseminating techniques
and principles from successful microenterprise institutions elsewhere in the world.
USAID/Niger should pay particular attention to ensure that the CLUSA/SICR and
the CARE/BRK projects have access to the technologies and technical assistance
needed become operationally self-sufficient and ultimately sustainable.

The credit unions in the WOCCU project only lend members deposits. Thus each
credit union pays the full costs of funds lent at "real market" rates. WOCCU has
developed an approach that it uses worldwide, and which includes an established
monitoring and information system. WOCCU has already organized more new
credit unions than its project goals require. WOCCU's approach involves high
training and monitoring costs which are highly subsidized during the early stages of
new projects. This subsidy continues until the a sufficient number of credit union
are organized to support the costs of maintaining a central lending facility, and a
central federation that can assume the monitoring and evaluation costs of credit
union regulation.

USAID's second project, the CLUSA/SICR project, has brokered loans between one
or more commercial banks and rural cooperative organizations since 1985. It is the
only one of USAID's three projects that specializes in on-lending funds from banks
in Niger's formal sector. It does so reluctantly, however, due partly to a desire to
minimize interest costs to its member/borrowers. In this project, cooperative
groups act as financial service retailers. They borrow funds for on-lending from
banks which act as wholesalers. CLUSA/SICR has a repayment rate of over 90%
at 90 days past due for three years, making it one of the best performing financial
service projects in Niger. Due in part to unwillingness of banks in the formal sector
to expand credit to the project, CLUSA/SICR may reorganize itself as a finance
company.

USAID's CARE/BRK project, is the most problematic of its three projects. It
supports microenterprise development through access to credit and training. It
lacks an MIS system, adequate internal accounting controls, and an adequately
trained staff. It is likely to lose 250 million FCFA in bad debt write-offs in 1995
96. Timely audits identified a financial crisis before the institution's funds were
exhausted. It's new technical advisor comes from the Canadian credit union
movement Des jardins, and appears capable of managing the project well.
CARE/BRK does not know exactly how much it has lent out, nor how much it has
recovered.

4. Constraints to Improved Delivery of Financial Services

As noted above, significant growth in the financial sector in Niger is impeded by
institutional constraints and a hostile to enabling environment. These constraints
can be summarized as:
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a. Training Constraints

On the supply side, lack of training of commercial bank and NGO personnel
severely constrains the ability of these institutions to offer services to rural small
and microenterprises. Indications of the lack of trained credit staff include:

• The CARE/BRK project's difficulties during their rapid expansion phase
are attributable to an inadequately trained credit staff,

• Inadequately trained CLUSA/SICR agents inhibit expansion of services
to non-collective entities, and

• The Bank of Africa, and SONIBANK both cite a lack of trained
personnel as a reason for their aversion to developing or expanding a
rural and MSE lending portfolio.

On the demand side, inadequately trained urban and rural populations limit demand
for financial services. Serious expansion of financial services will require borrowers
or borrowers representatives to be literate and numerate in at least a local language
to enable effective communication with commercial bank and NGO credit officers.

b. Enabling Environment Constraints

Notwithstanding progress made towards liberalization and privatization, constraints
to enterprise creation and enforcement of financial service contracts seriously
impact both the supply and demand for financial services.

On the supply side, constraints include:

• Banks mistrust borrowers partly due to the complicated, time
consuming and ineffective procedures for enforcing collateral
contracts. These conditions dramatically raise the cost and risk of
loans.

• Savers mistrust banks due to almost a decade of financial institution
failure and high borrower default rates.

• a lack of adequately trained financial institution staff in the analysis of
economic activities, and the expansion of financial services to rural
and microenterprises.

On the demand side, the major constraints are:

• laws, regulations and abuses by government officials of licensing
rules, raise the costs of starting up and operating a business in the
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formal sector. \72 This constraint continues to keep most enterprises
both small and informal. Despite numerous strengths of semi and
informal enterprises, constraints to formality are con-straints to
growth.

Of all these constraints, enhanced possibilities for recovery of assets associated
with bad loans is perhaps the most essential way to improve the viability of
financial intermediaries. The high cost of enforcing collateral contracts encourages
certain borrowers to default. Defaulters know that lenders are unlikely to initiate
contract enforcement procedures. Often the liquidation of collateral will not even
equal enforcement and court costs. The BIAO, SONIBank and CLUSA/SICR have
all incurred high costs of seizing and liquidating assets from defaulted borrowers.
Factors contributing to this problem include:

• BCEAO and GON rules assume usurious lenders and victimized borrowers.
Current laws specify interest rate ceilings, require governmental evaluation
and authorization of all repossessions, forbid seizure of collateral critical to
the livelihood of borrowers (i.e. land, machines and equipment if they are
used as the principal means of earning income may not legally be used as
collateral) .

• Borrowers are often able to slow court proceedings and prevent competitive
bidding on liquidated assets. Staff at one of the commercial banks reported
that the time it takes to seize and liquidate and asset of a notable was two
to five times as long as for a borrower with no political connections. When
CLUSA tried to seize assets particularly a vehicle from the director of the
USRC\73 in Zinder, the local magistrate notified the director 120 days in
advance of CLUSA's intent to repossess. Not surprisingly the vehicle
disappeared before it could be seized.

• Government regulations excessively limit assets that can legally be used as
collateral and, consequently, disqualify many of the assets of rural and micro
enterprise borrowers. Assets that Nigerian courts have refused to seize
include cows, sheep, goats and land used to farm cash crops because
farming is the principal income source of the borrower, and four sewing

72 Senegal and Mali have both recently revised section 47 of their Labor Codes, restricting the power
of the Service de Main d'oeuvre, and the Inspection de Travail. As investors begin to finance enterprise
creation in the region, they will place their plants in countries with the most favorable enabling environment.
If Niger's policy makers are unable to be proactive, investors will focus on activities in other countries in
the region

73 Union Sous Regional de Cooperatives
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machines because the borrower made his living sewing. 74 Court
prevention of seizure of equipment or machinery that contributes to earning
capacity of borrowers jeopardizes the likelihood and quality of loans to small
and micro enterprises.

• Exceedingly slow enforcement of collateral contracts. The chief credit
officer at BIAG reports that loan recovery through liquidation takes at least
nine months from the day the bank initiates recovery procedures to the time
the asset is liquidated. The BIAO has yet to obtain assets in a number of
its accounts even though it commenced action more than a year ago.

c. Subsidized Credit

A number of NGO staff believe that subsidized credit is an essential strategy to
stimulate demand for loans. They may also believe that loan rates sufficiently high
to make intermediaries profitable would be usurious. Others see subsidized credit
as a threat to the long-term viability of semi-formal intermediation and as an
unwelcome barrier to women's access to credit.

Subsidized credit implies formulation of grant requests rather than business plans
by donor funded intermediaries because loan growth with subsidized credit means
that intermediaries experience increasing losses to their bottom line net incomes.

The solution may be actions that:

• Define breakeven and profitability implications of various loan volumes
and interest rate spreads for each USAID project, then define a
marketing plan and time schedule to reach sustainability,

• Improve the enabling environment to reduce loan risk and
consequently intermediary costs,

• Increase rural confidence in intermediation, particularly on the demand
side at first, to attract low cost deposits, to meet rural needs for a
safe depository of liquid assets and, consequently, lower the cost of
funds for intermediaries,

• Establish the concept of intermediation as a distinct business separate
from commercial transactions in the informal sector. Establishment of
this concept, together with reduction of lending risk through
improvements in the enabling environment is likely to reveal a demand

74 ABARCHl, Djibril 1995. Les Relations Contractuelles en matiere de credit accorde par les structures
financieres semi-formelles. Mission Francaise de Cooperation et d'action culturelle, Niamey
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for credit in the informal sector that is currently disguised as a
component of other commercial transactions, and

• Mobilize the $66 ml. in formal sector banks for demi- and informal
loans.

These actions refocus the goal of USAID projects from short-term to long-term
sustainability. Short-run losses in the USAID projects may be necessary in order
to:

• Train project staff,

• Train the population that does not currently have access to credit
about the potential depository safety and business of lending that
financial intermediaries perform outside the informal sector, and

• Improve the enabling environment.

5. Supply and Demand for Financial Services

a. Overview

Donor capitalization of rural and microenterprise finance programs, is only justified
where there is no excess liquidity in the economy or where the institutional
obstacles to mobilizing that liquidity are too great to warrant efforts to mobilize it.
Niger has excess liquidity, but undeveloped commercial codes that have
contributed to bank failures and loss of confidence in financial institutions. It also
has a chronic shortage of loan officers and other trained staff, particular staff with
sufficient knowledge and experience to operate in the semi-formal and informal
sectors.

Finally, Niger's informal sector combines intermediation with commercial
transactions, partly as perhaps an ingenious means to protect funds loaned in
Niger's hostile lending environment. Improvement of all of these conditions will
require time, resources and perhaps jeopardize the viability of financial
intermediaries that focus on the informal sector.

b. Interest Rate Response

In the currently oppressive enabling environment in Niger the impact of interest
rates on the relationship between supply and demand for loans is unknown. The
SlAG and AFELEN, for example, have a loan approval rate of 1 in 6 and 1 in 7,
respectively. These ratios may be due to:

• A lack of bankable activities (suggests a need for economic growth
and training),
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• A lack of well-expressed lending projects (suggests a need for
training),

• Bank officer inability to recognize good projects (suggests a need for
training),

• An adverse lending environment that constrains banks to avoid all
projects except those with certain characteristics that reduce bank
risk (suggests a need for policy reform),

• A shortage of loanable funds at intermediaries accessible to more
promising borrowers (suggests a need for mobilizing assets),

• A marginally unfavorable risk/reward relationship for many loans due
to interest rate ceilings (suggests a need for more flexible interest rate
policies).

More general conditions that complicate the relationship between financial
institutions and their potential clients include:

• urban banks have excess liquidity but they are geographically
inaccessible to potential borrowers in rural areas.

• Urban banks and potential clients in rural areas share a mutual
distrust.

• Both urban banks and potential rural borrowers are unfamiliar with
each other's methods of operation and requirements for doing
business.

• At the same time, banks may perceive that the hostile lending
environment creates capital risk through potential defaults in excess
of potential earnings from interest income.

Analysis of the supply of loanable funds based on interest rate considerations is
virtually meaningless until the risk of capital loss stops overpowering earnings
prospects from interest on loans, as it does now for potential lenders and
depositors. For lenders, an improved lending environment, trained bank staff who
are experienced and successful in lending to rural borrowers are needed before
bank management is likely to view rural loan prospects as reliable.

For rural depositors, an established record of reliable intermediation in rural areas is
needed before interest rate considerations will attract rural savings. Currently, and
as noted above, Nigeriens store savings as cash and in livestock. So long as the
risk adjusted returns to livestock production are greater than those available for
cash savings households tend to invest the bulk of their surplus in livestock

154



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

[Hopkins, 1993; 1995; Hopkins, Reardon 1993]. They save in cash what they
plan to use in the short term and put the rest in livestock as long as the returns to
livestock are higher than those from cash savings.

On the demand side, rural borrowers must continue to clarify the distinction
between credit and other commercial transactions. They must also be trained to
respond to lender requirements for business plans and timely repayment regimes.

Perhaps the best way to determine "market rates of interest" is to observe the
interest rates at which women receive a substantial portion of loans granted.
Subsequent discussion points out that when loans are available on concessionary
terms, a rationing process occurs and this process is a barrier to female access to
the loans.

(1) Suggestion for USAID strategy

A strategy for USAID to follow in this situation is (a) to continue its projects with
training, outreach and sustainability objectives and (b) pressure for policy changes
that will improve the lending environment. Use of externally supplied loanable
funds can be justified as a means (a) to promote training, (b) to establish linkages
between urban banks with excess liquidity and semi-formal institutions that have
access to rural savers and borrowers, and (c) to teach the rural savers and
borrowers to separate credit transactions from other commercial transactions.

This strategy is defensible even though donor loan funds are insufficient in
themselves to have a significant impact on the economic growth. USAID's role is
to promote growth of intermediation in order to improve rural access to credit. Its
projects are strategically focused in the semi-formal sector. This is the juncture
between the liquidity in the formal and informal sector. The formal sector has
excess liquidity and a perhaps urgent need to expand its loan portfolios. At the
same time it lacks the semi-formal sector's expertise on successful approaches to
rural lending. The informal sector has liquidity, lacks trust in financial institutions.
In addition, it blurs the distinction between credit and commercial transactions.

Hence, to mobilize rural savings, USAID's projects can help create depositor trust
in semi-formal institutions. To help develop and meet rural demand for credit,
USAID's projects can lend funds and perform other outreach activities to
promulgate the distinction between intermediation and other transactions. Only as
this distinction is established can rural demand for loans be distinguishable from
commodity and other non-financial transactions.

The sensitivity of the supply and demand for funds to interest rates will change as
lenders face a less hostile environment and as potential depositors gain confidence
in intermediaries. As the danger of loss of capital from defaulting loans and
deposits declines, both intermediaries and depositors are likely to be willing to do
business at lower rates of interest.
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As USAID's intermediation activities become successful, interest rate ceilings are
likely to become less relevant. That is, intermediaries' profit margins, which are
determined by the spread between deposit and lending rates and-not the absolute
level of rates, can widen as interest rates decline. That's exactly what happened
in the US during at least the last three to five years.

USAID's projects are likely to lead to lower rates on savings deposits as confidence
grows. Numerous studies on savings patterns in developing countries suggest that
savers are completely indifferent to a broad range of interest rates, so long as their
money is secure and accessible. Savers sometime accept negative rates of return
for a secure and accessible place in which to save [Magill, Kula, Creevey et. al.]

Spreads between borrowing and lending rates, which reflect intermediary costs and
profit, will increase in the short-run to improve intermediary balance sheets.
Growing loan volume in the longer run will permit intermediaries to reduce their
spreads and still maintain profit levels. Hence, efforts to improve depositor
confidence can lower interest rates to borrowers, maintain or widen profit margins
for lenders and, at the same time, help insure the sustainability of intermediaries.

The business plans of USAIO's projects should specify expectations for net income
growth for their businesses taking into account their internal costs, current spreads
and current volumes of business. Salaries, commissions and other internal costs
should be minimized to help insure sustainability. These plans should also estimate
earnings growth that could result from increased volumes of business at a range of
interest rates.

6. Supply of Savings in The Nigerien Economy

a. Informal Sector Savings

Sahelians do and must save in order to be prepared for future and inevitable
droughts. Hopkins et. al [1993] estimate that Nigerien households save on
average 6% of their annual income. Given that most Sahelian households expect a
one to two yeaI' drought every ten years, households must save closer to 25% of
their annual income. This larger figure has been anecdotally corroborated by
CLUSA agents [Kula 1995].

Using the conservative savings rate of 6% of annual income and assuming zero
debt at the end of the last major drought (87-88), savings can be estimated as:

(1) Population x Average Income Per Capita x (0.06) x (7).

This equation estimates savings over seven years as an accumulation at zero
interest rate of 6% of annual income per capita over seven years. Average annual
income is estimated at $290 (GOP/per capita). Under this approach, liquidity is
estimated at $1.1 billion, using the estimated population in 1994 as the average
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population for all seven years. As noted above, the portion of these savings that
are needed for short term expenditures during the next three months are held in
cash. The remaining savings are likely to be held in cattle and other assets
perceived to be convertible into cash.

b. Formal Sector Liquidity

In September 1993 liquidity, or bank deposits, in commercial banks was estimated
at 44.4 billion FCFA (US$ 88 million). A 25% allowance for reserves would mean
that banks could lend $66 ml. This $66 ml. is far greater than the sum of all
donor financed loan funds in the semi-formal sector. Yet it is a small percentage of
the estimated $1.1 bl. surplus in the informal sector.

c. USAID Strategy Revisited

The level of liquidity in Nigerien economy, estimated to total $1.066 bl. in the
formal and informal sectors, is far greater than the sum of donor contributions to
finance rural, micro and SME activities through semi-formal financial institutions.
This finding reinforces the suggestion that USAID attempt to achieve Strategic
Objective 2 (S02) by using its three credit projects to:

• Promote policy reform,

• Train staff and rural sector entrepreneurs in use of credit,

• Mobilize the $66 ml. funds in the formal sector for rural loans
through staff training and use of semi-formal projects to deliver rural
financial services for their own accounts and for urban banks,

• Build rural confidence in donor projects as secure savings institutions,

• Separate intermediation from commercial transactions in the informal
sector, and

• Maintain interest rates at sufficiently high levels so that credit is not
rationed away from women, and

• Determine a business strategy that specifies loan volumes and spreads
needed to achieve breakeven and profitability. Establish an internal
cost structure that conserves capital before breakeven and provides
staff incentives to achieve profitability.

d. Estimated Costs of Providing Credit

Not a single financial service project visited in Niger priced their loans as a function
of the costs of providing those loans. A number of semi-formal institutions in
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Niger claim to be charging "market rates of interest". Generally these rates range
around 14%- 24%. Some are calculated on the declining balance, others on
principal borrowed. Two important weaknesses of pricing loans at the "market
price." are:

• The market for rural financial services is too limited to determine
reliable rates for loanable funds. With 98% of the population having
no access to loans and small numbers of NGOs providing credit at
subsidized rates, competitive pressures do not exist\75.

• "Market price" in Niger now has little bearing on the actual cost of
providing those loans. The actual cost of providing rural and MSE
loans will eventually determine lending rates.

• None of the financial service projects visited has a sense of how to
price their services in order to become operationally self-sufficient and
ultimately sustainable. While several require clients to provide
business plans not a single institution visited has such a plan. All
three of the AID funded projects were aware of this problem and
expressed a need for assistance in determining their actual costs.

• Costs that should be reflected in "market prices" of loans include the
cost of capital, operating costs - including cost of ensuring prudent
practices, and cost of bad debt losses.

Annex E contains a model to calculate the costs of providing loans.

e. Analysis of Demand for Credit

The future demand for loans is not estimated within the scope of this assignment.
It is recognized that there are numerous production and transformation activities at
the farm and microenterprise level that provide returns well above the cost of
borrowed funds.

Separate analysis are needed of credit demand in the semi-formal and informal
sectors because credit in the informal sector, is not normally delivered through
third-party intermediation. As noted earlier, informal sector loans are usually
extended partly on the basis of personal relationships and as a component of other
commercial transactions.

75 All the credit projects visited depend on significant subsidies either as subsidized loan funds, or
operating cost subsidies. The WOCCU credit unions are operationally self-sufficient but continue to depend
on subsidies for training, monitoring, and external control.
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Among its benefits, this arrangement helps protect lenders from Niger's lack of
enforceable contract laws. Among its disadvantages, this system precludes
establishment of effective commodity markets because it limits third-party
opportunities to compete for either of the two components of transaction, that is,
extension of credit for transactions and purchase of commodities sold in
transactions.

To the extent that this method of financing transactions exists in the informal
sector, it tends to depress commodity prices. Hence, it reduces rural producers
ability to pay for inputs. It suggests further that although the informal sector can
be described as "vibrant, creative and sustainable", as it its earlier in this section, it
is still be burdened by unchallenged barriers to development. Credit limitations
summarize these barriers which are expressed:

• Earlier in this section as informal sector production of "unmeasured
product equal to 200 percent of Niger's GDP,

• In the macroeconomic section as inefficient rural markets that are
perhaps dominated by monopsonistic buyers, and

• In the marketing section as seed producers inability to sell seeds to
farmers at a profit and to not produce seeds above certain minimal
quantities without firm contracts.

Hence, the informal sector has both extensive savings that are immobile and
reserved for disaster relief and a virtual lack of liquidity for transactions. Strategies
need to be devised to extend credit to informal transactions. Creation and
enforcement of well defined commercial codes, together with USAID efforts to
extend its projects into this sector appear to be useful components of such
strategies.

The semi-formal sector has the same problems but perhaps to a lesser extent
because participants in this sector have begun to recognize intermediation as a
third-party activity.

7. Case Studies of USAID's Three Semi-Formal Credit Projects

a. Maradi Microenterprise Development Project (CARE/BRK)

The Maradi Microenterprise Development Project currently operating as the Bankin
Raya Karkera (BRK) in Maradi, Niger began in 1988 as part of USAID's Small
Enterprise Activities Development Project. The second authorization is entering its
last year. Committed to the creation of jobs through small enterprise employment,
its agents have more difficulty making loans for enterprise creation, or working
capital than for commerce.
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CARE/BRK charges an interest rate of 18% of lent principal, on loans. BRK
sporadically requires collateral but is not uniform in the collection, appraisal, or
securing of that collateral. According to the current expatriate advisor, 80% of
loans made by the BRK are for commerce. Detailed analysis of the CARE/BRK
project can be found in audits conducted last year [Horus 1994, Tari 1995].

The CARE/BRK project is salvageable but it is a shambles. [IMCC paper with
McCaine, Rhyne and Christenson]. Independent audits suggest that almost half
CARE/BRK's outstanding debt of 661.2 million FCFA is unrecoverable [Tari 1995].
CARE/BRK's current director is much more optimistic and expects to be able to
recover two-thirds of their outstanding loans.

According to the most recent audit, these losses are attributable to:

• no system of internal control to track loans;

• no management information system (MIS);

• no system for writing off bad loans;

• no central management of individual loan portfolios;

• Inadequate training of loan officers;

• lack of supervision of individual agents;

• lack of uniform application of sanctions and controls;

• opportunities for loss and embezzlement due to an inadequate monitoring
system.

These conditions are partly attributable to BRK's chronic lack of trained directors.

BRK is now under capable management committed to reviving its lending program.
CARE/BRK has one billion FCFA in assets (including questionable ones) and almost
200 million FCFA in capital. CARE has developed a new management plan that
will include an MIS system, internal and external controls, and better trained more
professional staff. If the proposed reforms are followed, CARE can probably revive
the BRK.

CARE has some difficulty with the Service de Main d'Oeuvre. It has ordered CARE
to pay six million FCFA for attempting to fire staff. This is an example of the
hostile regulatory environment that USAID should help to improve for all
enterprises.
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The BRK is a project owned by the GON, implemented by CARE and financed by
USAID. A case could and should be made that any judgments against the SRK are
the responsibility of the GON. If the GON were held co-responsilJle for judgments
against an implementing NGO, there are two possible outcomes. The first is that
these ridiculously large judgments would stop; the second is that the GON would
be more supportive of sanctioning the Service de Main d' Oeuvre, and the civil
courts.\76

b. CLUSA/SICR

The CLUSA/SICR (Service D'intermediation En Credit Rural) project operates as a
broker between commercial banks in Niger and rural cooperative organizations.
The cooperative groups act as retailers of loans to their individual members. This
arrangement enables members of the cooperative group to access much smaller
loans than the banks could make directly. It also enables banks to make loans for
rural and MSE activities at a lower cost than they could alone.77 The cooperative
groups have a legally recognized status as a co-signer of the loans and can
therefore be held liable for any defaults.

CLUSA has the best performance of the three USAID funded rural financial service
projects in terms of both loan generation and recovery. CLUSA/SICR charges a
service fee of 2% of each loan. Since cooperative groups are required to co
finance 25% of all loans, the actual service fee ranges from 2.7% to 3.5%. The
major strengths of the CLUSA/SICR program are its high recovery rate and
transparent management. From 1991 to 1994 the recovery rate on bank loans
managed by CLUSA exceeded 94% at ninety days [SIAO 1995]. In 1992 and
1993 this rate surpassed 95%. In 1993, loan recovery at 90 days was 97.3%.
Encouraged by high recovery rates, SICR made several very large loans (4 totaling
80 million FCFA) to groups in the same area. These four loans defaulted. 78

76 Mali and Senegal have already passed laws limiting the powers of the Service de Main d'Oeuvre,
making it much easier for employers to hire and fire as they chose.

77 SICR has a lower operating cost structure than the banks. They have a staff trained in assembling
and monitoring a rural and MSE loan portfolio. SICR staff has a better sense of the economic activities
being financed and of means to collateralize rural loans that would not be acceptable to commercial banks.
For a more detailed discussion of how the SICR is able to assemble, manage and recover a rural and MSE
loan portfolio for less cost than the commercial banks see [Kula 1995].

78 There are differences of opinion as to why these loans defaulted. CLUSA/SICR's former national
director, who approved the loan, attributes the default to poor follow-up, The current director correctly
recognizes that any single loan representing 25% of the total loan portfolio presents a serious risk to the
integrity of the total portfolio. In discussing the situation with SICR agents, it seems clear that both are
right.
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Because they represented almost 25% of CLUSA's total portfolio, they have had a
disastrous impact on the overall recovery rate for 1994 (87.9%).79

In place since 1991, CLUSA's SICR has earned a solid reputation with the
commercial banks as an institution capable both managing and reporting on a rural
and MSE loan portfolio. Unfortunately the historic disinterest of the banking
sector in rural, or small clients has made it difficult for the SICR to capitalize on its
good reputation.80

While the SICR has clear strengths, it has failed to set up policies needed to
increase revenues and to lessen its dependence on its capital endowment which is
used to cover operating costs and loan guarantees. Depending on growth
projections, CLUSA/SICR needs to be charging a 6.5-7.5% loan management fee
before it can begin to cover its operating costs let alone, build capital (see annex
E). Moreover, like BRK staff, SICR management needs more frequent and ongoing
training. Training is needed in risk analysis, marketing, cost containment, loan
follow-up and recovery.

CLUSA/SICR has a policy of compensating its agents based on loan recovery at a
flat rate that fails to take into consideration, timeliness of repayment, risk exposure
of individual loans and the size distribution of those loans. SICR has high
delinquencies from zero to ninety days. Agents have been quick to expand their
portfolios to make larger loans that increase risk to the overall portfolio. They have
no financial incentive to recover unpaid loans once they achieve a minimum
repayment rate. A multi-tiered incentive system is needed to motivate
performance.

CLUSA/SICR's MIS system enables it to monitor loans, but is ineffective at
tracking costs. This makes it impossible for SICR management to increase
efficiency in controlling costs, or monitoring costs against revenues. CLUSA
management does not have accessible information to calculate what percentage of
their operating costs, administrative costs and total costs are covered by their
fees. There are no periodic balance sheets and income statements, and
consequently th€ management value of these instruments is unexploited.

SICR has several important operational conflicts. First, SICR is operated by a
collective, Kokari, which is designated to manage the Service at the end of USAID
funding. Kokari is effective at managing its loan portfolio and protecting its

79 Information comes from CLUSA internal MIS documents furnished on request.

80 In may areas, Niger and its institutions should not be held to they way things have been. Unique
opportunities exist for the strengthening and expansion of existing financial institutions to support real
economic growth. Devaluation, liberalization and BCEAO reform all support greater opportunities for
improved financial services.
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interests. Its staff, however, have no management expertise. Recently Kokari
members suggested that the SICR drop its performance commission and return to
paying straight salaries without the commission. While there is no indication that
the current technical director would consider such a move, the proposition is
indicative of the types of management-labor-client conflicts typical of
organizations. These conflicts are why there must be a separation between
management and staff. CLUSA/SICR continues to speak as if KOKARI will soon
take over the management functions of the project. This would be a mistake.

Second, there is a conflict about treatment of SICR' clients, who are both banks
supplying funds for lending and cooperative groups that receive SICR's loans.
CLUSA/Niger has always been committed to helping cooperative organizations,
not banks. Historical frustration with bank unwillingness to lend to cooperatives
has reinforced the idea with SICR management that the banks are the "bad guys. IT

Yet the three major commercial banks in Niger\81 have suggested that they need
an intermediary institution to lend to rural and MSE borrowers. The best way to
serve rural and cooperative groups is to make it easier, safer and more reliable for
financial institutions to lend to these groups. By contrast, most SICR credit
agents are indifferent whether a loan is paid off on time or three months late.
Moreover, SICR's policy of setting fees is based the mistaken perception that the
cooperative groups cannot afford to pay sufficient fees to cover operating costs.
Management should institute policies to insure that loans remain current and that
fee structures cover operating costs.

The major advantage of the SICR as a credit matchmaker is that it can exploit its
comparative advantage of assembling, monitoring and collecting on loans without
undertaking the risks and costs of safeguarding funds. A major criticism leveled at
NGO's that are credit matchmakers is the conflicts of interest about whom the
organization should serve.\82 This criticism holds for the SICR.

CLUSA/SICR is currently researching the possibility of either abandoning the
matchmaker idea to become an etablissement financier, that is, a finance company
or combining the functions of both matchmakers and finance companies. This
exploration is largely motivated by frustration at commercial bank reticence to lend
for rural and/or MSE activity. It is not at all clear that the commercial banks will
ever be committed to a serious expansion of financial services outside the urban
and industrial sectors. \83 Considerable enabling environment constraints continue
to limit banks' willingness to lend for rural and MSE activities. The downside of

81 A fourth bank, the Banque Commerciale du Niger, is Libyan owned as noted above.

82 Conflict of interest as a problem in NGO credit matchmakers has been cited by Elisabeth Rhyne,
USAID, Global Bureau, and Matt Gamser, Director of the GEMINI Project.

83 These are excess liquidity, and reduced opportunity to invest in international money markets.
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moving from loan broker to finance company status, however, is illustrated by
BRK.

While the BRK has many weaknesses, its biggest problem is an absence of a
system of financial controls, which SIRC has access to through the banks it
serves. The costs of establishing all of the internal and external controls necessary
to reduce and insure against the risk of loss of funds to disaster, poor loans, poor
follow-up on good loans, loss of funds in transit, theft and embezzlement, are
much higher than SICR management realizes. Christenson (1993) estimated that
the costs to an NGO of safeguarding capital can be as high as 50% of the cost of
funds lent.

If the SICR decides to become an etablissement financier it will need assistance in
designing, costing and putting into place essential safeguards. This assistance
requires both local and expatriate experience. An ideal consulting team would
consist of three individuals:

• an expatriate financial controller with experience in small enterprise
and rural banking services;

• a local insurance representative who could assist SICR in establishing
structures under which a local company would be willing to insure the
new etablissement financier, and;

• a local legal expert.

The above technical assistance should be part of an overall assistance strategy to
CLUSA to:

• Identify financial objectives that can be measured in terms of
outreach, returns to equity and capital, loan volume and IRR;

• Set a fee or interest rate structure that will enable CLUSA to realize
the- above objectives;

• Design and implement a structure and a management information
system (MIS) appropriate to the institution and its objectives, and;

• train management and staff so that they can grow and respond to
market demand.

USAID should be cautious in sanctioning the mobilization of cooperative members'
funds for the creation of finance companies, before the above has been achieved,
or while AID is still an active partner. AID lends credibility to its implementing
organizations, and should not serve as an incentive for borrowers and investors to
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put their funds in an institution that may not have the controls in place to ensure
the safety of those funds.

c. woccu

USAID supports the development of a credit union movement in Niger through the
Niger Credit Union Development Project II carried out by WOCCU. The first phase
of the project began operating in Niger in 1989. One of three rural and MSE
financial service projects financed by USAID, WOCCU has grown at more than
100% per year since 1990.

The current project has four objectives.

• Provide training in credit unions philosophy and operating principles;

• Insure safety and soundness of member deposits through operating
management practices;

• Help build a critical mass of credit unions essential for the development of a
central financial clearing facility for credit unions and a national service
organization and;

• Obtain an appropriate legal and regulatory framework for credit unions in
Niger.

The biggest criticism of the WOCCU approach is the large up-front investments
necessary to accomplish the first three of the above objectives. While the up front
investments in training and human capital development are high, the results in
Niger look promising.

Credit unions charge 2% per month on a declining balance for outstanding loans
and do not pay interest on deposits. Most credit unions are required to be in
existence for one year before they can make any loans. First-time borrowers can
only borrow an amount guaranteed by their own funds or those of a cosigner. As
members establish a credit history, they are slowly able to borrow amounts greater
than those secured by funds.

Total member assets of 50 credit unions in Niger as of June 1995 were more than
210 million FCFA. Member deposits totaled 157 million FCFA, outstanding loans
to credit union members were 73 million FCFA. The average liquidity per member
(excess liquidity + number of credit union members) is 15,000 FCFA. Excess
liquidity stands at 110 million FCFA.

WOCCU has already surpassed most of its end of project indicators for project
success. Number of credit unions organized, number of credit union members,
total assets, and member deposits are all well above project targets [WOCCU
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Progress Report June 1995]. Outstanding loans + deposits are only at 60% of
targeted levels but this is largely due to the large number of new credit unions that
have not yet begun to make loans.

Return on assets (ROA), number of training courses and number of people trained
are only one-third of end of project indicators. Return on capital is low in part
because of assets of new credit unions that earn no return. A crisis of confidence
in the banking sector has resulted in a 67% increase in credit unions deposits. \84

As credit unions move more of these funds into both loans and savings in one or
more of the commercial banks ROA will improve.

Failing to meet training objectives is not a serious problem in the short term.
However, WOCCU should be careful that the movement does not grow faster than
its directors can be adequately trained and its members sensitized to the hows and
whys of sound credit union management.

USAID has financed several studies to learn how appropriate credit unions are as a
tool to finance the development rural and MSE economic activity. Most credit
union movements do very little to track members' economic activity that is clearly
more of a donor concern that it is for credit union managers. Credit unions lend to
members based on their character. Credit unions spend very little time or money
evaluating the capacity of a member's activity to generate funds needed to pay
back a loan. The credit union motto concerning lending is," A good loan is one
paid back. 11

Credit unions could provide a valuable service to their members and valuable
information to the donor by helping members' determine the profitability of
activities financed before granting loans. As loan size and competition increase in
various production and transformation activities, capacity to repay will become a
more important characteristic of borrowers.

Members of the research team for this study noted in a visit to the credit union of
Sae Saboua that WOCCU has higher collateral requirements than SIRC. The village
of Sae Saboua participates in both the CLUSA/SICR and the WOCCU programs.
SICR and WOCCU require loan collateral of 25 and 40 percent, respectively.
Several credit union members interviewed use the credit union to build up savings
to co-finance their loan request, and a number use their credit union account to
collateralize their loans.

84 A recent crisis within the SIAO system in Africa due to a bank failure in Zimbabwe sent shock
waves throughout the Meridian/SIAD system. There was never any indication that the SIAO in Niger was
in difficulty. This crisis of confidence was worsened when the president of Niger encouraged the population
to withdraw their funds from the SIAO. The president of Niger happens to be a significant shareholder in
the competing SONISank. The SIAO is under new management and the temporary crisis appears to be
resolved.
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The big question for the future of the credit union movement in Niger concerns the
establishment of a central lending facility and a national training and monitoring
service facility. Member confidence is high in their individual credit unions is high,
but this confidence may not extend to a central facility, particularly after the
departure of donor support.

The growth in the credit union movement, and its ability to attract deposits,\85
suggests that the credit union is an important tool in financing growth in the rural
and MSE sectors. USAID should continue to support the credit union movement at
least through the initial phases of the central finance facility, and national service
center.

8. Other donor funded Semi-formal Financial institutions

There are about two dozen donor-funded micro or rural financial service activities
managed by half as many donors. None of them stand out as innovative in their
techniques or committed to sustainable delivery of services. Moreover, the group
does not share a common set of operating principals or goals that include
sustainability. Many do not plan to become sustainable. Of those that do, most
are not subject to operating practices that will lead to self-sufficiency. All operate
with significant subsidies. The best experience subsidized capital but not operating
costs.

Donors have budgeted a remarkable sum of funds for semi-formal financial
institution development. Jean Thompson (1994) estimates potential supply of
funds at 35 billion FCFA. She overestimates, however, the level of available credit
funds in the semi-formal sector by counting total budgets and not loanable funds
or outstanding loans. Interviews with AFELEN, and the major donors, which
include the Caisse Francaise du Development, PNUD, GTZ and USAID suggest that
total loanable funds for small, medium and microenterprise activities at closer to 15
million dollars or 7.5 bl. FCFA.

One of the more promising initiatives among the semi-formal financial institutions is
AFELEN (Agence de Financement et d'Encouragement de la Libre Entreprise au
Niger). Its clients are mainly small and medium sized enterprises. It offers loans at
rates that could cover its subsidized cost of capital and operational expenses if
loan volumes were expanded. Their transaction's costs are high. Their dossier
rejection rate is almost 90%. In their first year of operation, AFELEN financed 60
loans for a total of 1.9 billion CFA.

Many NGO projects link financial services to other transactions or desired
behaviors. Projects finance the in-kind sale of motor pumps, carts, and wells.

85 At current growth rates, credit unions deposits in two years will exceed the total amount lent by
both the SICR and the BRK in 1993
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Others give loans for limited activities if the participant agrees to plant trees or
undertake some NRM activity. These systems have high hidden costs and are not
sustainable. In all cases reviewed, in-kind credit cost the borrower more than if
the credit was purchased on the open market [GTZ, Projet Tarka, FED].

Several of the semi-formal financial institutions visited, operate under the
condescending assumption that people in the Sahel have nothing and therefore no
knowledge of how to manage anything. Based on these assumptions, assistance
must be based first on giving people something (cheap credit) and then either
managing it for them, or teaching them how to manage it. The form these
activities takes is to grant low interest loans, generally with no collateral or co
financing required, and then to require that payments to exceed loan amortization
rates in order to create a forced savings account. The practice of forced savings
should be abandoned because evidence from this study suggests that the average
Nigerien saves a higher percentage of her or his income than their European or
American counterpart. The practice of not requiring any investment by the
operator is just bad business.

Semi-formal financial services that lack a commitment to cost recovery and
eventual sustainability are beginning to undermine those that do. Both in the
Rural Financial Institutions study [Creevey et. al. 1995], and in this study,
instances were observed where participants in one credit project declined to join a
credit union or borrow from CLUSA of CARE because they had access to
subsidized loans with another project. \86

Most of the semi-formal financial service projects have no idea what it costs them
to deliver loans. Many claim to charge market interest rates. In reality, there is no
market for financial services for most rural micro and small scale enterprises. In
the absence of a market, the term market interest rate becomes irrelevant. In
order to build sustainable institutions out of the array of semi-formal institutions,
loans will have to be priced at what it costs the institutions to deliver them. The
inefficient will eventually drop out and those that remain will lend at rates that
cover costs.

USAID has two roles in working with other donors' credit projects. First, as a
recognized leader in the field of building durable financial service institutions,
USAID can apply lessons learned worldwide to its credit projects in Niger. While a
number of donors are not yet convinced that sustainable institutional development
is important, many if not most are interested in how they can more effectively
mange their resources.

86 The example cited is of members of a CARE/women's tontine project, who declined interest in the
BRK loan program.
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Second, USAID can ensure with other donors that credit projects whose
objectives are in conflict do not undermine each other. USAID in collaboration
with the CEE, GTZ and the French need to agree to let the serviGes focused on
sustainable delivery of services operate in the most economically viable regions
relegating the high subsidy programs to those areas where an argument can
legitimately be made that people are so destitute that it does not pay to try to build
sustainable institutions there.

9. Conclusions [Babu riba, babu bashe (No profit, no credit) HausaJ

Real per capita economic growth in Niger appears achievable. It is difficult to
imagine, however, real economic growth without substantially improved access to
capital for large numbers of Nigerien rural small and microenterprise operators. The
total of private sector financing is difficult to estimate, but does not exceed 32
billion FCFA or $64 ml. Per capita, this amounts to less than 3,500 FCFA or US$
7.00 per capita. Total loans for micro, small and medium-scale enterprises are less
than 6 billion FCFA or $12 ml. This amounts to less than US$ 2 per capita.
Today, less than 2% of the population of Niger receives financial services from
formal or semi-formal institutions.

While insufficient funds are available to finance economic growth, there is an
extremely large surplus of savings in the economy. Most of this savings is in the
informal sector largely invested in livestock, but close to US$ 200 million is kept in
cash. Without a major increase in access to financial services it is difficult to see
how real economic growth will be financed. The appropriate donor strategy is to
alleviate the constraints to the mobilization of this indigenous liquidity for
productive use.
The following section summarizes conclusions about the status of the financial
sector in Niger in as of September 1995.

a. Likelihood of formal sector bank participation

Likelihood of formal sector bank participation in on-lending to semi and informal
sector enterprises is unknown, but could contribute $66 ml. in loanable funds and
help reform commercial codes in favor of lenders. Large scale commerce (mainly
imports), mining and a very small number of large industrial firms (beverage,
petroleum, and energy) plus government construction contracts made up 77% of
all bank lending in 1993. All of these loans tend to be fully collateralized or
externally guaranteed. Bank liquidity totals $66 ml. as noted above in the
discussion of formal sector financial intermediaries.

The banks are currently unable to assess or manage the risk associated with a
micro, small and medium enterprise portfolio. What is more important, they would
rather not learn. If one or more of the commercial banks decides in the future to
lend to small and rural enterprises, they will need to work through an institutional
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intermediary better suited to evaluate the creditworthiness of proposed loan
projects. \87

b. Plans for self-sufficiency for donor-funded projects

Most donor funded financial service projects lack plans to achieve operational self
sufficiency, and ultimately, profitability and growth. Most of the donor projects
providing financial services to the private sector, are based on a fatigued model of
dependence on subsidized donor funds. The better of them have adopted
procedures that ensure strong recovery rates, and/or fees that cover most
operating costs.

Intermediaries usually have major recovery problems, poor record keeping, fees
insufficient to cover costs, subsidize loans, inadequately trained credit agents, and
no viable plan to expand services or outreach, independent of donor subsidies.

Of the USAID funded projects financial service projects only WOCCU stands out as
having a clear vision of the future, high recovery rates, strong training, positive and
almost exponential growth. WOCCU depends on member savings borrowed at 0%
interest, but reliable and safe depositories are recognized as a valuable alternative
to livestock and other informal stores of value. WOCCU also requires substantially
higher training subsidies than either of the other AID funded projects, but these will
decline as the number of credit unions becomes sufficiently large to finance
centralized training and monitoring services.

CLUSA/SICR has most of the elements of a strong credit program with greatly
reduced risk of loss agency principal because they manage loans for the
commercial banks rather then lend their own assets. CLUSA/SICR is currently
developing a plan for becoming a licensed finance company and operate at a profit
for its owner/members. But it appears to be driven more by ideals than by
financial principles. The CARE/BRK project is currently in the worst shape of the
three and in the absence of donor support and monitoring, it would become
insolvent immediately.

On the other hand CARE/BRK's current technical advisor is aware of the problems,
and has developed a program to address them. If both CLUSA/SICR and
CARE/BRK commit to implementing sound credit management principles, both have
a good chance of becoming operationally self-sufficient in the next two years.
CLUSA/SICR could reach operational self-sufficiency in the next year. AFELEN has
considerable potential to serve the SME sector, but it is growing exceptionally
slowly and its loans are subsidized.

87 Representatives of the BOA, BIAO, and the SONIBank all articulated this position.
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If the donor funded semi-formal financial activities are to have any impact on
overall economic growth in Niger, it is absolutely essential that they become, first,
operationally self-sufficient, and then institutionally independent of limited donor
resources. The only proven way of achieving this is for these institutions to begin
earning returns sufficient to attract savings and or investment capital.

c. Potential in the semi-formal financial sector

Potential exists in the semi-formal financial sector, to improve operations and
achieve outreach.

The only way to realize AID/Niger targets by 2002 is for WOCCU, BRK and SICR
to (a) cover all operating costs out of invested capital and equity, (b) set fees high
enough to attract savings or investment capital sufficient to displace donor
contributions; and (c) expand services to reach 10% of the Nigerien population in
the next decade.

d. Excess liquidity in the informal sector

Excess liquidity is also found in the informal sector. Considerable savings is
occurring at negative rates of interest indicating a positive demand for savings
services. Almost all households save, liquid savings are either kept at home for
emergencies or with gardes-monnei, and tontines. None of these forms offer any
returns to the saver other than the services of accessibility and security. The
willingness to accept a negative return on short term savings indicates provision of
a useful service.

The considerable savings held in the form of livestock and buildings could perhaps
provide higher economic returns invested in light production and transformation
activities. Estimates of cash savings in the economy in the informal sector are
between 90-180 million dollars, and estimates made above suggest that informal
savings in both cash and cattle totals $1.1 bl. WOCCU reports that the demand
for a reliable institution in which to save is very high in rural areas. The WOCCU
project in Niger has six times as many savers as borrowers with an surplus savings
of 15,000 FCFA per member.

e. The informal sector will continue as a major source of finance

The informal sector will continue to be the major source of rural and agricultural
finance. The informal sector is estimated to produce 200% of Niger's measured
GDP. Most of the financial flows in this sector are also from informal sources,
though commercial banks do supply very limited funds to the sector. The highly
personal nature of informal financial services, unfortunately, makes it impossible to
allocate these resources based on the potential returns of a proposed activity.
Most of the informal sector financial services are linked to commerce and trade and
little capital is available for transformation and production.
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f. Informal financial sector decline as semi-formal institutions become viable

The role of the informal financial sector will shrink as the semi-formal institutions in
Niger become viable. Complementarity exists between the informal and the semi
and formal sector institutions The informal sector finances the residual set of
activities thought of as too risky for the formal sector. In Niger this is most
economic activity. As the semi-formal institutions grow both in outreach and
profits in Niger, it is likely that even the banking sector will begin to get more
involved. As semi- and formal sector institutions mobilize investments and savings
out of the informal systems to finance transformation and production, the surplus
in the informal sector will diminish. Until that time the informal sector will
continue to take up most of the slack.

g. Constraints to small and medium enterprise investment

The most significant constraints to increased investment in small and medium
enterprises is the lack of viable economic activities to finance. Much of the lack of
bankable activities is due public sector obstacles to the creation and operation of
formal sector enterprises.

Almost every financial service project contacted, remarked on the "manque
d'esprit initiative", in the context of explaining the lack of bankable dossiers to
finance. At the same time the courageous few who have attempted to operate
small to medium sized enterprises complain of a hostile regulatory environment that
requires authorizations and ceding of control of hiring and firing and other functions
that are the domain of business management. The most outrageous of these
offenders is the Inspection de Travail, and the civil courts that back them. Today
the abuses of the Inspection de Travail make it virtually impossible for a firm to
recruit and fire based on competence or other performance criteria. Required
authorizations from SNE and NIGELEC for the installation of private water sources
and electric generating capacity also serve to discourage the creation of private
firms.

h. Constraints to increased investment in microenterprises

The major constraints to increased investment in microenterprises are the lack of
extensive outreach of financial service projects, and a formal financial sector
disinterest in rural, micro and informal sector enterprises.

A complete disinterest on the part of commercial banks in rural and MSE financial
services coupled with a lack of deposit gathering ability of all semi-formal
institutions except WOCCU has limited loanable funds to MSEs. The challenge for
financial institutional development is (a) to mobilize surplus capital, (b) to find
bankable projects to finance, and (c) to achieve profitability and grow.

i. III effects of subsidized credit
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Subsidized credit has been and continues to undermine the establishment of
sustainable financial institution development in Niger. Subsidized donor credit
activities undermine both the supply and demand for financial ser-vices. Subsidized
interest rates encourage the rural poor to remain in activities that would not be
profitable in the absence of such subsidies, such as cereals marketing, rather than
moving into more profitable activities that enable them to earn profits that can be
used to offset the adverse consequences of future droughts.

The ubiquitous claim that there is a lack of profitable activities to invest in is in
part exacerbated by the provision of subsidized credit. On the same side of the
balance sheet a number of micro~entrepreneurswere identified who were not
interested in borrowing from either a bank or donor project charging real rates of
interest, because they could get subsidized credit from projects that have no
intention of building sustainable financial service institutions.

Since 1992 CLUSA/SICR has not been able to operate in arguably profitable
regions in the arrondissement of Aguie because of a FED funded project providing
cheaper credit in the same area. There appears no indication that the FED program
plans to become sustainable.

Subsidized credit projects also serve to hinder the mobilization of surplus savings
for productive investment. If the current set of formal and semi-formal institutions
providing financial services is to grow to reach large numbers of Niger's rural poor,
they must be able to offer rates of return to their savers and investors high enough
to attract savings. Paying positive real rates of interest to savers and positive real
returns to investors necessitates charging positive real rates to borrowers.
Institutions moving from operational self-sufficiency to institutional independence
cannot compete with subsidized credit programs. Subsidized credit programs serve
rather to slow the growth of sustainable institutions.

j. Lack of coordination among donors

The lack of coordination among donors and lack of access to information about
principles of successful institutions learned elsewhere in the world, are significant
constraints to consensus building about the importance of sustainable institutions
and how to go about developing them.

The development of Nigerien financial service institutions, both formal and semi
formal, suffers from a lack of information regarding the lessons of small and
microenterprise financial service successes worldwide. Banks, and NGOs
dedicated to sustainable financial institutional development need to be aware of
what works elsewhere. Too many semi- formal institutions contacted cited the
observation that what works elsewhere is not important because Niger is different.
While indigenous and environmental constraints should neither be ignored nor
underestimated, they should not be used as an excuse to ignore established
principles.
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Lessons learned from the emerging successes in micro, small and medium
enterprise lending which have become the accepted principles. USAID should take
a leadership role in coordinating with the other principal donors in- the field and the
GON to share experience, develop a consensus on basic operating principles for the
development of sustainable institutional development, and establish ground rules
for operating that facilitate cooperation and minimize competition particularly from
non-sustainable approaches. Efforts should be made to establish a consensus
among major donors to conduct annual financial audits as a diagnostic tool.
Agreements on annual audits will encourage greater financial discipline among
service providers. Moreover, donor collaboration can also help establish standards
to prevent banks from demanding excessive guarantees.

k. Next steps

If commercial banks choose to work with the rural sector through profit making
intermediaries, USAID should negotiate plans with its existing projects, most
notably CARE/BRK and CLUSA/SICR. Negotiations should determine whether
either or both have the capacity and the willingness to intermediate between
commercial banks and rural and micro and small-scale enterprises on a national
level. If these discussions are not favorable USAID/Niger should work through an
institutional contractor to assist in the establishment of a for-profit loan brokerage
service.

10. Validity of the USAID Vision

USAID/Niger's Strategic Objective 2 (S02) is to improve access to markets,
especially through use of improved, decentralized financial services. The objective
is obtainable in its level of generality. The critical question is whether Niger's
financial sector is capable of the level of growth required to support overall GNP
growth of at least 4%. The answer to the latter question is not at all clear.

In the "Proposed Country Strategy Plan 1995-2002" a set of assumption are made
underlying the targets identified for S02. It is not yet clear that one of the
assumptions, ". ;.no further degradation in the banking sector will occur" is valid.
Both the BOA and SONIBANK, which are suffering from excess liquidity, may
downsize and this is "voluntary degradation".

Credit necessary to support a four percent increase in GDP will necessitate greater
levels of capital than donors are able to provide. This implies institutional growth
based on mobilized indigenous capital. If development is the mobilization of
indigenous resources for productive use, existing financial service projects should
evolve into intermediaries capable of mobilizing local capital. Profitability,
however, is a prerequisite for this evolution. There is no mention in the Proposed
Country Strategy Plan 1995-2002 that the USAID funded programs will need to
increase their profitability in order to achieve the projected magnitude of outreach.
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The projected increase in loan demand in the Proposed Country Strategy Plan
1995-2002, is insufficient to support the level of growth needed to have a positive
impact on GOP. To have ten percent annual growth in the rural sector, increased
investments of 50 percent need to be made if return on equity is 20 percent. If
return on equity is 10 percent, investments must increase at 100 percent per year
to achieve 10 percent growth in GOP.

For growth to have a reasonable equity distribution financial services need to be
available to at least 10% of the population of Niger. It is proposed that targets be
expanded to increase the level of financial services to 4.0 billion FCFA or $8 ml.
by 1999, with 350,000 clients by the same time increasing to 8 billion FCFA in
2002 with 500,000 clients. Such growth will only be feasible if existing semi
formal financial institutions earn enough profit to attract these levels of capital. No
new injections of capital should be needed.

USAIO/Niger can do much to strengthen the enabling environment conducive to
financial sector growth, support the existing institutional capacity to meet this
challenge and coordinate with donors to best respond to real demands for savings
and loans. In addition, it can support training of collective groups that can
function as retailers of financial services, strengthen the capacity of its three
projects to achieve operational self-sufficiency and ultimately profitability, and
encourage commercial banks (a) to on-lend through semi-formal intermediaries and
(b) to help pressure for reforms in the enabling environment.

Financial service clients should be free to invest in cereal banks, NRM practices,
technology, and health services as they choose. Through the development of
sustainable financial services the rural peasant, the urban artisan, and the
commercant will be better able to decide her or his own fate. 00 the existing
formal and semi-formal financial institutions have the capacity and will to meet this
challenge? It is not clear.

a. More decentralized viable and transparent financial services Result 2. 1

This result discusses the cross fertilization potential of financial services. Though a
fine principle, management and agents of financial service projects should not be
burdened with multiple objectives. A particular concern is the tying of cereal banks
and NRM training to decentralized financial service projects. Cereal banks may not
increase food security as well as individual savings programs in secure financial
intermediaries. Savings can be used to purchase food during long droughts.

Similarly, it is not clear how linking NRMs projects to financial service activities
supports decentralization. Linking non-financial objectives to financial services
distracts focus, raises costs and diminishes the profitability of financial
intermediaries whose likelihood of self-sufficiency is already problematical.
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In addition, connecting NRM's projects to loans for other purposes adds another
administrative burden to intermediation. The cost of the NRMs components of
loans may not be recoverable through commodity sales in Niger's weak commodity
markets. To the extent that this is the case, loans for NRM's projects are not
affordable and, consequently, add risk of default to loans.

b. Bankers work more with microenterprises and the informal sector. Result 2.2

The targets in this section seem too modest to realize the desired outcome. Banks
today have excess liquidity and a desperate need to learn how to safely lend to the
private sector in the absence of complete guarantees. Two banks are already
working with SICR, and AFELEN is willing to work with the BRK and the SICR.
The BIAG can be expected to offer loanable funds after it straightens out its
internal affairs. USAID will never be in a better position than now to negotiate
greater leverage on its guarantee funds.

USAID should offer to will help train bank staff in the formal sector, not only in
local languages but more importantly in the technologies of managing a micro and
small enterprise lending portfolio. Bank staff can be trained in-country and at third
country sites such as ACEP in Senegal, K-REP in Kenya, and the BRI, and at the
Kupedes system in Indonesia. Continued pressure on the BCEAO to promote
national investment is also a sina qua non of achieving S02 objectives.

Given current performance of the CLUSA/SICR project the guarantee fund could be
leveraged as much as five times without increasing the bank's exposure to risk.

c. Increased number and size of women's enterprises Result 2.3

The targets here are realistic. In Niger and elsewhere women have greater access
to financial services when the interest rate are high enough to eliminate incentives
to ration credit on considerations other than price. When markets rather than
political power ration credit women get more of it. The repayment rates of loans
to women's groups managing individual loans suggest that the returns to
investment in training more groups in the financial management skills needed to be
effective retailers of financial services is worth the cost.

While indicators of women's access to credit need to include numbers or
percentages of total borrowers, particularly for Congress, an important lending
principle should not be forgotten. That is, although it is easier to target women as
beneficiaries of activities than it is to alleviate the constraints on women's access
to loans, elimination of constraints is the only sustainable approach. Once the
constraints to women's access to financial resources are alleviated, women will
access these services when it is profitable for them to do so.

11. Recommendations
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a. Semi-formal Financial Institutions

The faltering CARE/BRK project illustrates the need for USAID to-take a more
active role in monitoring and evaluating its financial service projects. While an
earlier report was heralding the BRK as a likely success, the institution itself was
foundering. If the USAID funded financial service projects, particularly BRK and
CLUSA, are to achieve significant outreach, efficiency and sustainablility, they will
need more guidance and direction.

CLUSA/SICR has been operating for two years with little idea of interest rates
needed for it to become profitable. WOCCU has fared better because it operates
on the basis of an established methodology and MIS. These two features have
enabled it to monitor itself more effectively than either CLUSA or CARE.

CLUSA/SICR is considering becoming a member owned etablissement financier.
BRK is headed toward becoming a mutual savings and lending institution under the
upcoming revised banking law. When these institutions transform themselves, and
no longer receive USAID subsidies, USAID will no longer help control their
objectives.

USAID should actively help its financial service projects to become profitable and
sustainable. Support should not include capitalization. Technical assistance and
training funds, however, could be used to:

• Identify financial objectives that can be measured in terms of outreach,
returns to equity and capital, loan volume and IRR;

• Set a fee or interest rate structure that will enable NGOs to become
profitable;

• Design and implement management information systems (MIS) appropriate
to each institution and its objectives,

• Train management and staff to grow and respond to market demand, and

• Establish clear operating procedures, particularly with regard to employee
performance, compensation and debt recovery.

• Establish regular internal and external audits.

b. Enabling Environment

No major growth in financial services for enterprise finance is possible without
alleviating the enabling environment constraints. Producers need to be free to
export their products without obtaining special permission. The powers of the
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Inspection de Travail need to be greatly curtailed. Licensing of enterprises
including operating permits, needs to be de facto and not just de jure simplified.
This will generate demand for loans. The procedures to seize and liquidate the
assets of defaulted borrowers must favor the lender and not the borrower. This
will increase supply of loanable funds.

A summary of specific actions that USAID could help generate to improve the
enabling environment are:

• Curtail powers of the Service de Main d'Oeuvre and its Inspection de Travail
(as has already happened in Senegal and Mali);

• Liberalize border trade with Nigeria, including elimination of export licenses;

• Eliminate the need for permits to own and operate generators and water
storage facilities.

• Rewrite credit contract law to allow for seizure and liquidation of borrower
assets without court approval requirements;

• Allow any asset usufruct or fee-simple asset to be used as collateral;

• Specify shorter delays between repossession and sale of seized assets;

• Reduce delays in litigation over credit contracts due to inefficiency and
corruption;

• Specify in the upcoming revised banking law that non-mutual financial
service organizations may mobilize borrower savings without obtaining
special authorization.

c. Lending capacity of the formal sector

Action that USAID can take to strengthen the commercial banking sector's
capacity to extend financial services to rural and MSE clients includes:

• support part or all of the costs of employing, equipping and training a rural,
micro and small enterprise lending person who will work for one or more of
the commercial banks. These costs would include training, salaries, a
computer, a printer, and a budget for field follow-up of clients. USAID
would support these costs for a period of two years. After two years the
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income generated from the rural and MSE loan portfolio should cover all of
its associated costs and USAID should be able to withdraw its support.ss

• Conditionalities should be tied to USAID support of commercial bank staff.
Participating banks must agree:

To reduce loan guarantee requirements from current levels of 100
percent or more to 75 to 80 percent now and 50 percent in two years
provided borrowers or on-lenders have an established repayment rate
equal or superior to 95 over the prior three years.

Access guarantee funds only after all collection efforts have been
made and after borrower collateral is liquidated.

d. New financial services activity

• If CLUSA/SICR is unable or unwilling to continue to on-lend funds of formal
sector banks, USAID should support the creation of a new institution whose
function would be to broker loans between commercial banks operating as
credit wholesalers, and associative groups who would receive training and
manage a bank loan parsed out to its members. These small groups would
function as credit retailers.

e. Training in literacy and numeracy

• Identify key transformation activities and train potential borrowers to prepare
business plans and loan applications.

SS The BOA representatives contacted during this study indicated that a two billion CFA rural and SME
loan portfolio would provide cash flow sufficient to justify dedication of a staff person to this portfolio. The
total loan portfolio of the BOA in August 1995 was only 2 billion F CFA.
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Exhibit 1 - B
8. ProduFtion Agriculture

National
Constraints

Program Specific
Recommendations Illustrative USAID

Activities
Unresolved

Issues

...

1. Climate
• Highly variable rainfall

amounts, both spatially
(e.g., independence
within 10s of
kilometers) and
temporally (e.g., 17 to
35% variation in annual
rainfall).

• Unpredictable,
inevitable years of
widespread, relatively
low or high rainfall
places a management
burden for institutions
to accommodate wide
production extremes.

• Dry season 8 months
k)lilg, 5 months of which
is ,very hoi:.

2. Soils:
• Low fertility of most of

the·arable soils is a
bigger constraint to
pnKfuction than rainfall.

• A~ble land is virtually
e>cP.loited (67 to 73% in
cutdvation).

• Significant areas of
land are abandoned or
are no longer
productive (34% of a
milfion hectares near
Niamey).

3. Biological production
systems:
• Dependence on

extensive, low input
practices for
subsistence degrades
range and woodland
resources.

• Present management
of range lands and
fisheries severely limits
production.

•

Decreasing yields per hectare is partly •
caused by the increase use of less
productive land.
labor is the biggest constraint on sowing •
days that following rairlal and during the
weeding period.
Resource tenure insecurity prevents better •
management of the land. For example a
farmer ~II be prevented from growing •
Irees in a borrowed field to protect the
land from wind erosion because Irees
threaten ownership rights.

-

':l:l

~
-l
b.

~
~
:h
1'JJ
t'~

,.."
\)
()
"'t)

""

--

FEVVS relationship
with the newty
engineered
structure of
mission.
Preeictive
capability of mid to
long term weather
Irends.
Institutional function
of SAP

The actual area
and capability of
irrigated and rain
fed, and range
lands.
Amount of
degraded (crusted)
arable land suitable
for water
harvesting.

Integration' of
agriculure and
pastelial systems.
Time and effort
required to
rehabilitate Niger's
range lands.

-

•

•

•

•

•

•

•

-

AGRHYMET
FEWS
DPM

ASDGU's
sma_grants
DPM
interventions
LTC stueies

Micare 
Goure project

----

Institutions should manage for the
production extremes that result from
high climatic variabifity.
Instruments of savings should be
strengthened.
Technologies and organizations that
improve the preservation and storage
of produce should be encouraged.
Water conservation practices and
irrigated agriculture should be
encouraged.
Phosphate fertilization of rainfed
crops should be encouraged.
Exploit exlremes of climate to
introduce techniques and modlry
behavior.

Resource tenl.l'e insecurity needs
resolution.
Soil ;md water conservation should
be introduced along with fertilization
rec:or: mendations.
Ph OS~ lhate fertilization of rainfed
cn'pF should be encouraged.
Ce sh crop production and marketing
ne,~d: support.
Intf.,gl'·:ltion of livestock production with
crop production need promotion to
utilize animal maure.

Better inputs and markets for cash
crops will create a demand for
extension services.
Ret~ource tenure insecurity needs
res :.lIu ion (registering territories,
cor.lre.ing size of fishing nets).
Phosphate fertilization of rainfed
crops should be encouraged
Labor saving techniques are needed,
especially for activities during peak
demand periods (e.g., animal
lraction).
Sma. scale irrigation should be
encouraged to exploit shallow
aquifers.

-----

High amount of manure alone will increase •
a crops risk to drought.
Phosphate fertilizer decreases a crop's •
risk to drought, regardless of use of
animal manure or other nitrogen fertilizer.
Improving soil fertility will increase the •
amount of weeding required; weeding is
drought protection. •
SolAhem agricullural zone is virtually
e><ploited with continuous cultivation. •
Production increases from expansion and
reduced fallow wi. occur in the northem
agricultural zone.

High rainfall areas are in the SWwhere •
arable land is less abundant.
High rainfall variability causes localized
droughts in good rainfa. years and •
localized good rainfall during drought
years. •
Production variation with rainfall years
largely owing to reduction in area planted
during drought years. •
By mid-July farmers and pasrorialists can
start planing for that seasons production of
crops, forage and fodder. •
Crop yields per unit area generally
decrease with higher rainfaD because of •
soil fertility constraints, increasing
incidence of pest and disease.
Rainfall variability and risk of total crop
failure is higher in the northem agriculhnil
zone than the southem zone.

•

•
•

•

•

•

•

•

•

•

•

•

•
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National

Constraints

Exhibit 1 - B
B. Production Agriculture

I

Program Specific
Recommendations Ilustrative USAID

Activities
Unresolved

Issues

~

4. Resource tenure: • In the more intensive agricultural • Provide reinforcement. positive or LTC work in • Use rigtts
• Insecure resoun::e tenure areas farmers have the political negative, for the development of ASDGII • Milf9 lin valeur

inhibits investment and labor wi. to resolve conflicts with the Rural Code, a 10 year process application te><ls.
use that are needed to govem~ntmediation. In areas that should accommodate • Organizations involved
increase production and with potential land to e><pand pastnralist categorical need to and methodology used
reduce risk of financial loss agriculure (the pastorafist's migrate south for market sales to resolve tenure
from climate, insects & lraditionalland) farmers are much and grazing. disputes.
disease. less interested in discussions with • Be patient. • Is the macro economic

• Tenure disputes between the government. importance of the
pastDrialists and farmers livestock and
generally favor farmers and agricu....e sectors
marginalize the pastorialists. going to inltuence
the livestock sector, and wild policy decisions.
life habitat.

5. Research and extension: • Farmer begin practicing intensive • E'xlension elforts should ASDGlland • Form of extension
• R&E has focused on production agriculture in areas of concenirate on govemment DPMgrants sennces,govemrnent

production and commercial high population density where sponsored projects that can programs. or private sector.
agriculture while the majority competition for land is high and rele&lse constraints such as tenure
r:l farmers practice low input e><pansion is not possible. and credit. These model projects
subsistence based • Farmers invest in inp..e and will help guide policy development
agriculture. techniques that reduce risk and research.

• lack 01 credit. markets. • Farmers invest in production • Water harvesting research should
tenure security. infrastructure where the risk is least. be directed toward cash crops.
and return on investments • Techniques 01 improved fallow for
limit farmers to low input hay production has poteriial,
subsistence production. especialy near urban centers.

6. Human resources: • Few opportunities to encourage • Donor projects include ec:b:ation ASDGlland • Hi!IJ rate cI population
• Hierarchical class based the investment in an education. componenls in their activities, OPMgrants growth.

society. • CUtural myths that discourage such as runeracy and literacy programs
• low levels cI education and feeding high protein foods to classes.

management capability. irlants and children. • Increased communiLy and GON
• High levels of malrUrition • Donor ignorance of social involvement in planning and

and intellectual retardation. structures and resulling poor paying for development activities.
development methodologies. • Empowerment should be the

prime indicator of project success. ~v,....
h.
~
t:::
h.
~
l"'J
(")

~
~



Constraints
National

Exhibit 1 - B
B. Production Agrtculure

l

Recommendations
Program Specific

Illustrative USAID
Activities

Unresolved
Issues

Refer to constraints from other Refer to recommendation from
team members other team members.

Refer to constraints from other • Support the organization of
team members cash crop producers by

providing e><tension and
training (support prices may
be needed before markets
:are developed).

Refer to constraints from other Refer 10 recommendation from
team members o1t,ar ~eam members

7. Credit and savings instill.Cions:
• Credit is non-mastentJlmited for time",

purchase d agricuhal inputs (if available).
• High percentage of savings is invested in

livestock concentrated around urban areas
and degrading the resOIXCe base.
Livestock is a poor instrument d savings
for drought year1l.

8. Input markets:
• The poorly developed markets for

fertilizers, seeds and pesticides requires a
high margin of return for businesses to
supp", the resulting limited demand.

9. Pro<iK:e markets:
• Low production, poor quality, and lack of

organization limits access to markets that
require assured quantity and quality.

10. Transportation:
• Tarilfs and fees reduce profit/demand and

raise the cost of production.
• Secondary road network limits rural

access. will qUickly constrain Uptake
Region development.

• Once input and produce markets are
developed or strengthened, increased
production of grains wi. be timited by the
network d secondary roads.

Refer to constraints from other •
team members

1 arget activities that
Encotrage fertilizer use and
i. nproved seed production.

Refer 10
activities from
other team
members

ASDG II and
DPM grants for
NGO(smail
enterprise
development).
ASDGlland
DPM grants for
NGO(smail
enterprise
development

Refer 10
activities from
other team
members

Refer to issues from other
team members

Refer to issues from other
team members

Refer to issues from other
team members

Refer to issues from other
team members

~- - - - - - - - - - - - - - - - - - -



I Exhibit1-e
Agricultural Marketing

I Constraints Recommendations Illustrative USAID Activities

I A. Input Markets

1. Lack of public or private Shortllmmediate term Use Global Bureau

I
seed industry actIVities access U.S. private sector

Commeraalize improved expertise in seed industJy
seed production and development
distribution:

I
• Decentralize seed multi-
plication Use facilitator to initiate
• Contract multiplication public/private sector
with small farmers partnership in commer-

I
• Increase seed production cialization of seeds
and marketing capacity of
INRAN Maradi

2. Lack of a National 5eed Medium term actions Seed commodity subsector

I Policy S02 and 503 committees: recommendation
• To convene donors to
discuss fertilizer demand and

I
supply framework.
• Reestablish national and
regional committees
• Strengthen relations and work-
plans among IRAN. seed multi-

I plicallon centers and extenSIon
seMces
·Wlthdraw progressively from
multiplication of M2 and M3,

I replaced by cooperatives
and pnvate companies.

3. Insufficient working Establish agnbusiness Through MSI, Office of

I
relationship among donors. advisory group to: Sustainable Dev. and G
NGOs and private sector • advise on input. output Bureau resources available

markets and quality control to assist in advisory group
constraints establishment

I
" advise on project direction
"establish links with West
African Enterpnse Network

I
Output Markets

1. Lack of conservation and Immediate/Short term Reinforce technology
storage skills aetMlJes transfer through USDA!

I
S02 should access storage PASA agreement for technical assist
and conservation exper1lse ego Afr. reg.research centers.
for omons, mebe and maize UTA, CIAT, or In the U.S.

PIPS or USDA

I 2. Lack of commercial MedIum term activities Institutional contractor to
commodity subsectors S02 and S03 committes procure and manage commod-

should collaborate to ity subsector promotion
develop mebe. souche, produce process in five departments

I and oman commodity subsectors
Primary ISSues: Coordination between S02 and
• Nabonal Seed Policy S03 committees, agO-
• Fertilizer utilization and bUSIness advisory

I commercialization framwork group, NGOs and public
• Storage and conservallon of sector
commerCial crops
• Market news and information Coordinate with other

I
dissemination donors and Min. of Ag.
• Initiate quality control system
in commodity subsector
• Improve commercialization of

I
crops

. \~q,



ANNEX 1 - D
DEVELOPMENT OF MICRO, SMALL AND MEDIUM ENTERPRISES

Constraints

A/Micro-enterprise level
(Informal sector)

1- Lack of credit

2- Need for appropriate
technologies

3- Lack of technical
competence

Recommendations

Increase short and medium term
loans to micro and SME dealing
with:
- agricultural inputs supply
- agricultural products
processing
- monitoring micro and SME
activities through intermediate
lenders

Development of simple
technologies like:
- groundnut presses
- solar driers
- phosphate grinding equipment
- food preservation and canning
equipment
- improved technology for seed
production
To promote more efficient
technology management

To promote technical training
based upon a fee

Unsolved problems

Loans at market interest rates.
Urban and rural demand for
credit focussed on companies
versus individual credit done
through local authorities

Examples of activities for
USAID

Increase funding for NGO credit
programs which:
- have a sustainable cost in loan
recovery policy
- are focussed on individual
entrepreneurs
- cover urban as well as rural
areas

To monitor technology
programs implemented by other
donors

To disseminate technology
among the private sector at
market costs

To replicate the training
experience of Maradi and Zinder

,~
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4- Low coordination between
donors

Bf At small and medium
enterprises level (formal and
semi-formal sector)

1- Lack of medium-term
financing

2- Lack of managerial capability

To participate fully to the
Government's "Master
program"

To increase fund allocation for
medium term loans.
To increase banks capabilities
for risk analysis

To create a unit for assisting
the set-up of SMEs, responsible
for:
- supplying training in business
management
- preparing the business
development plan
- supplying further assistance
for management

Donors' objectives not
compatible

Lack of cooperation between
banks

AFELEN not sustainable

Management unit for a
collective assistance fund for
micro and SMEs designed under
the "master program" so that
donors can play an important
role in determining the general
trend for projects helping micro
and SMEs

Active participation in the
coordinating committee of
private sector donors set up
under the "master program"

Leave small and medium
financing to AFELEN
Let other donors submit their
needs for training in banking
Use moral persuasion to
encourage banks to guarantee
funds
Give a significant role to
AFELEN
Set up monitoring system in
order to:
- ensure that special attention is
given to the agribusiness sector

- ensure that SME activities are
compatible with the business
development program
- ensure sustainability
- encourage donors to monitor
SMEs' activities



~-

3- Environment
- Employment policies
- Financial sector policies
- Overwhelming government
interference
- Lack of regulation to sustain
free competition

Enforce clear regulations
Link economic research for
developing a "missions" policy
for the private sector

Lack of partners in the civil
society
Lack of Government will

NPA interested in the conditions
to reform the code of labor /
labor supervision.

To build PASPE's capacity to
bring policy studies to an
adequate level for wide
dissemination

~------------------
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Annex B
Insight on Niger's Civil Society

Dagra Mamadou
Niamey, September 1995

Civil society is usually defined according to its contrary stance with respect to
political society. Whereas the latter involves political classes, parties and political
groups for which existence is justified by the vying for power, civil society is
responsible for guarding and championing general interests, specific or corporatist,
and is composed of non-political entities in that they are not motivated by quests
for power.

The expansion of the democratic ideal in today's international society has had, in
some cases, the effect of mobilizing various components of civil society in an
effort to oppose the "political" world.

Thus, the establishment of constitutional governments and democracies in Africa
since the beginning of 1990s has given birth, in many of the countries of the
continent, to a liberal white-collar segment of the population that is favorably
disposed to the further development of civil society.

Niger appears as a perfect illustration of this phenomenon since the establishment
of a multi-party system in November 1990, followed in 1993 by popular elections
resulting in the creation of a republican institution: civil society in that country has
achieved amazing popularity. Since that time, civil society has reinforced its
capacity to influence decisions to such an extent that it would be inconceivable
today for a particular political movement in general or individual rulers specifically,
to ignore its presence and power.

It is for this reason that any analysis of the current situation in Niger must be
preceded by an assessment of the new political realities of the country. They
include the exis~ence of a large "social sector" which is responsible for sparking
the dynamic movements fueling civil society.

I - Political context

Civil society in Niger exerts its influence within the judicial and institutional context
of a pluralist society (A, below). The development of new texts which serve as
the corner stones of this democracy have rapidly led to the evolution of a regime
unique in Africa (B) and whose major strength will always be the protection of civil
liberties (C).



A. The Legal and Institutional Context.

This context is based on the constitution ratified on December 26, 1992 which
established the third Republic. It naturally supplanted the old laws:

Constitution of November 8, 1960: First Republic (1960-1974) characterized by a
single-party system which was replaced by a military regime (1974-1989)

Constitution of September 24, 1989: Second Republic (1989-1991) which saw
the establishment of a constitutional single-party government, followed by a
transitional regime (1 981-1 993).

The most recent constitution established a liberal and pluralistic democracy,
institutionalizing the concept of multi-party by stating in its article 10 that political
parties will be "formed freely". The clause allows for unrestricted political
freedom, not limiting the number of active parties: the only parties that are not
allowed are those established on "ethnic, regional, or religious" grounds. Today,
20 different political parties are legally recognized.

Beyond allowing for a multi-party system - the embodiment of political pluralism 
the constitution provides for a pluralistic society with respect to information, by
recognizing and guaranteeing fundamental liberties and rights of people.

Furthermore, the Constitution proclaims Niger a "Iegal entity" (art. 9), one
governed by, abiding of , and defined by laws.

Finally, from the standpoint of the nature of the political regime, the constitutions
institutes a semi-presidential regime, one where the country is ruled by both a

- parliament and a president: the President of the Republic has important powers
but is politically accountable to the parliament in the sense that he must always
benefit from the confidence of the parliamentary majority. The regime depends
thus on the political configuration of the parliament. It is this fact which serves to
explain the current evolution of Niger's political system.

B. The Evolution of the Current Regime

Although quite recent, the democratic experience of Niger is extremely interesting.
Indeed, over a very brief period of time - less than two years after the first free
elections in the country's history - the regime has already invoked nearly every
recourse available in its constitution: civil disobedience, censorship, dissolution,
constitutionality of laws, "cohabitation". Thus, from one year to the next, the
mechanisms of government have undergone radical changes: from a government
ruled by a "presidential majority", Niger has moved to system of "cohabitation" in
which the government benefits from the support of a parliamentary majority while
the President is allied with the opposition. This system operates within the
parameters provided by the constitution which outlines a "semi-presidential"
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structure and has the odd attribute of being both a parliamentary and a presidential
system: it is parliamentary because the government is politically accountable to
the national assembly; it is presidential because all major decisions are recognized
as being the responsibility of the President. The originality of this regime is that,
depending on the composition of the parliament, the government could be deemed
either parliamentary or presidential (depending upon whether or not the
parliamentary majority is in support or in opposition to the president), following
two possible interpretation of the Constitution, as in France, a country whose code
of law served as a model to Niger.

There is the "presidential interpretation" of the constitution when the parliamentary
majority is in concordance with the president. This was the case during the period
of "1'Alliance des forces de changement" (Alliance for change) (AFC) composed of
nine different parties from April 16, 1993 to September 28, 1994, at which time
the Parti Nigerien pour la Democratie et Ie Socialisme (PNDS) left the alliance.
Over that period, as well as during the minority AFC government which followed
(October 1994-February 1995), the President of the Republic benefited from great
latitude in exercising his powers.

This is no longer the case today, the result of "parliamentary readings" of the
constitution following the result of legislative election of January 12, 1995, which
created a parliamentary majority no longer in concordance with the President. The
new majority consisted of 43 out of 80 deputies and was composed of 5 parties
(MNSD, PNDS, UDFP, UPDP, RDA); the AFC the President's group, was
composed of 8 parties (CDS, ANDP, FDN, PUND, UDPS, PSDN, PRPL, UDP) and
became the opposition. A system of "cohabitation" resulted - as happened in
France twice, between 1986 and 1988 as well as from 1993 to 1995 - in which
the President saw his powers greatly curtailed, as the parliament began to, in

- essence, rule the nation, in accordance with article 62 of the constitution. It is for
this reason that the President had no choice but to a accept the nomination of a
new Prime Minister and other members of the government.

Since that time, the permanent state of discord, the general apprehension in
"cohabitation",' and problems of interpretation of the constitution, has created a
very difficult situation which, at times, has resulted in total paralysis (meetings at
the ministry level have understandably become very infrequent). Despite this
rather troubled evolution of the system in Niger, one advantage emerges: the
system has truly allowed the concept of civil and political liberties to blossom.

C. The Promotion of Civil and Political Liberties

The democratization process has emerged in Niger in reaction to the monolithic
character of the former exclusionary regime and the second Republic which both
suppressed most forms of freedom, including freedom of expression and the right
to dissent.
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Consequently, it is not surprising that the constitution of December 26, 1992, was
first conceived as a charter protecting human rights and civil liberties: indeed, it
recognizes all fundamental rights and civil and political freedom, -both at the
individual and collective levels. It is the first constitution in Niger's history to
devote an entire chapter ("Titre" 2) to the "rights and duties of the individual"
(article 11 through 36).

On the basis of this constitutional guarantee, the country's citizens have been able
to use, even abuse, their rights: thanks to article 24 allowing for the freedom of
expression, all opinions are presented without fear nor pressures; freedom of the
press and information (article 113) has given birth to an amazing number of
independent publications (about 30, 10 of which are printed on a regular basis) and
has even contributed to the creation of two private radio stations. It is however
the right to convene and associate which has been most frequently invoked; its
existence has engendered a very large number of association and groups of all
types. It is such organizations that fuel the development of civil society and their
members constitute the vast "social" sector which is characteristic of the
democratic process in Niger.

II. The Composition of the "Social" Sector.

There are many different types of organizations which compose this sector in
Niger. Classic type of associations are certainly present as are groupings with
have only emerged in more recent times such non-governmental organizations
(NGOs), particularly associations of women.

With respect to the varied types of grouping which make-up the social sector in
Niger, it can be noted that there is a consistently strong tendency to associate (A,

~ below) and that there exists certain particular idiosyncrasies specific to this
tendency (8).

A - Consistencies in the Tendency to Associate.

In Niger, as in other places, the main purpose of associations and other similar
organizations in civil society is the protection of interests and the promotion of
individual rights.

In the area of preserving specific interests, the association movement in Niger is
most preoccupied with:

Defending interest of a general character: promoting education for all, preserving
national unity, protecting cultural identity, etc.

Defending corporatist interests: improving working conditions for all, promoting
the use of women in economic sectors, increasing revenues for local producers,
establishing a better education system, etc.
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Providing specific services: promoting physical education and sports, encouraging
cultural activities, protection the environment, assisting in irrigation matters, etc.

In the area of human rights, the groups forming the "Social" sector are most
interested in safe-guarding general rights and the freedom of individual citizens:

The respect of civil rights is supported through various activities: public
declarations, conferences, dialogues with government representatives.

The protection of individual liberties is further conducted by educating the
populations on the law and their rights using easy texts to follow and other means,
by uncovering any form of abuse of power by government officials, and by calling
upon the justice system.

It is the high priority that civil society accords the protection of rights that is one
of the particularities of the association movement in Niger.

B) Particular Aspects of the Association Movement in Niger.

They are all new elements in Niger which emanate from the recent political context
and were engendered by the democratization process: beyond the defense of
classic interests, the association movement is focused on:

- The primacy of democracy and the legal state.
- The primacy of basic development
- The preservation of the environment
- The necessity to promote women's rights.

Thus, Niger's association movement is singular in that there are groupings that
concerns themselves solely to the promotion of civil rights, democracy, and
individual freedom. In this last category, it important to note that there exist not
one - as in many other countries - but four associations dedicated exclusively to
the protection of human rights.

The second idiosyncratic element of the "social sector" in Niger is the proliferation
of NGOs. There are approximately 200 such organizations, geared mostly to
development issues and characterized by micro-projects directly benefiting local
populations.

The growth of NGOs is paired with another particularity of the ass~ci.ation .
movement: the gradual emergence of village and communal assocIatIons. TheIr
increasing number suggests the common concern of the authorities and individual
citizens to work on improving the quality of life of rural populations.
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Civil society in Niger is also characterized by the diversity and the dynamic nature
of women's groups. Organized only recently in a federation, these groups aim to
improve the standing of women in all tranches of society, in the-home, the work
place, and in the government.

Finally, another trait specific to Niger is - a sign of the times - a growing concern
with the environment. In this country located in the Sahel, in great part desert-like
and threatened by greater desertification, several organizations are working to
restore trees and other lost flora, to improve the management of natural resources,
and to allow for "sustainable" agricultural productions. To this end, an unusual
occurrence in a southern country, there is an ecology party which hopes to one
day turn the Sahel into a luscious haven!

In it with these peculiarities in mind that the different types of groupings operating
in the country's various sectors should be discussed.

C. The Various Types of Groupings.

Niger's civil society is made of groups that are different in their recruitment
practices, their goals, and their stance on certain issues.

Despite this diversity however, there are several common elements which are in
great part a result of their relative infancy as new-borns of the recent
democratization. These similarities can be summarized as follows:

the absence of a large base of adherents, with the exception of the older
associations:
I. the methods of funding and the strong personal nature of their management;

- II. the frequency of conflicts within the groups (resulting in a high turnover
rate);

III. the absence in nearly every case of a viable management entity;
IV. a tendency to politicize activities.

Beyond these similarities, the different structures of the "social sector" are
distinguished by the categories to which each belongs. Although there is cross
over between each category, they can, for the sake of convenience., be classified
as follows:

- associations:
V. - unions.
VI. NGOs;
VII. women's groups;
VIII. communal and village level associations;
IX. mutual groupings.
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1 - The associations.

From a legal perspective, all grouping, even those of a political nature, are
presented as associations, as they are based on the premise of the freedom to
associate listed on article 25 of the constitution and in accordance to ordinance
84-6 of March 1, 1984 regulating associations.

Furthermore, regardless of their different goals, most groups call themselves
association. That is the reason why, should the groups with a very speciaiized
membership or with a very precise objective be excluded (NGOs, women groups,
etc.), the category of association would still count a high number of members.
There are approximately 50 different associations. Many are older associations,
created prior to pluralist democracy such as the National Association for Parents of
Students, the Islamic Association, the National Association for the Blind, the
Association for Village Chiefs, etc.

Often, associations pursue general goals or deal with specific categories.

2 - Unions.

Along with association, unions constitutes the main element of the association
movement in Niger. They play the traditional role of guardians of the moral and
material interests of their adherents. The union movement in Niger however go
beyond this mandate and presents the following particularities:

First, there exists a central entity which includes approximately 40 unions
representing workers in the public and para-public sectors called The Union for

- Workers in Niger (USTN in French). This central entity coexists with about 6 non
affiliated unions representing teachers, researches, lawyers. This non-affiliated
unions assist to conferences organized by USTN.

There is also a yery active and militant union for students called the Union des
Scolaires Nigeriens (USN) which was initially an association and switched to a
union structure following a national conference in 1991.

There is a union representing employers.

Unions are very political and remain active in their efforts to influence the political
process, a role played by USN and USTN during the period in Niger that gave birth
to the current democratic regime.

Finally, there has been a recent tendency by the unions to undermine their efforts
and their importance through internal dissension and strikes (strike of the USTN
over 2 months between June and July 1994 and in-fighting at the USN) ..

7



3 - The NGOs.

It is the most prolific category of organizations active in the country's civil society:
while there were only 8 in 1990, NGOs number today 188 , of which 141 are
national and 47 from outside the country. There are usually NGOs of
"development", in accordance with the official decree 92-292 which defines NGOs
as groups which, by their voluntary nature, support "development through social
and economic activities"-

The majority of NGOs manage operations which impact on all sectors. Others,
fewer, intervene in more specific areas: health, hydrology, education, environment,
rural credit, and women in development issues.

In practice however, few NGOs are credible even when operational. Although
many international NGOs are very active because they usually benefit from sound
financial footing, many NGOs in Niger are afflicted by general lethargy, the result
of a lack of financial resources.

Overall, it would seem that the development of NGOs is due mostly to the
advantageous legal framework provided for their creation (tax-exemption for
example) as well as a the hope of receiving external financing. There reigns a
chaos among such organization which is in need. of being remedied by competent
agencies.

4. Women's groups.

The number is impressive; the CONGAFEN (Coordination of NGOs and Feminine
Nigerien Associations) comprises 33 groups. This high number can be explained in

- part by the emphasis placed on women in development issues by the main
international donor agencies (from the United States, Canada, Denmark, the
European Union, etc.).

These feminine organization are multi-sectoral. They operate within all domains
(education, communication, law, environment, economics, arts, culture, etc.) in
order to assure the true socio-economic, political, and cultural promotion of women
in Niger's economy.

While the first women association (Union des Femmes Nigeriennes (UFN) and the
Association des Femmes du Niger (AFN)) were more concerned with improving the
standing of women from a political standpoint, the second generation of women
groupings are interested in three main issues:

the promotion of women in rural areas:
X. promoting the health and overall life condition of mothers;
XI. integrating women into the economy by encouraging entrepreneurship,

improving market access, and increasing revenue.
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Other associations of note representing women include:

"Association des Femmes Commercantes et Entrepreneures du Niger" (AFCEN);
XII. "Association pour l'lntegration de la Femme dans l'Economie Nigerienne"

(AIFEN);
XIII. the NGO called "Appui aux Activities Socio-Economique des Femmes

Rurales" (ASEFER);
XIV. the "Group Nigerien dAction pour une Maternite sans Risque"

(GNAMASARI);
XV. the NGO called "Promotion Feminine pour Ie Credit Villageois" (PFCV).

5 - Communal and village associations.

For the most part, such associations take the form of grain banks and credit
entities, usually established with the assistance of external capital.

Grain banks exist in nearly all large villages and are targeted for even further
development. Usually perfectly self-sustaining and managing, their goal is to
provide, at a fair price and at all times! products of used for daily sustenance (such
as maize! mil, etc.).

Credit entities have been implanted in a few sites, specifically in the urban area of
Niamey and in the counties of Maradi and Zinder. Operating as decentralized
financial institutions, the result of their operations to date has been deemed
positive; there are plans to increase their number.

6 - Mutualist groupings.

- These refer to rural producers, both in agriculture and dairy products. The groups
are organized following a pyramidal model with, at the top, the Union National des
Cooperative (UNC) and at the base, the Groupement Mutualliste Villageois (GMV).
Their legal status however (governed by ordinance 89-10 of April 7, 1989 dealing

with the establishment of rural cooperatives, as well as decree 89-74 also of April
7) is questionable at best, having been impacted by the adoption of the December
26, 1992 constitution. The new rulings dealing with the freedom of association,
and the General Directive of the Rural Code of March 1993 (which requires the
approval of land commissions in the development of rural groupings) necessitates
new definitions for mutualist groupings.

New legislation is currently being drafted. Furthermore, as cooperatives ultimately
work to increase the revenues of local producers! the government is considering
additional measures:

a study of cooperatives to identify potential impediments to their effective
operation:
XVI. encouraging those activities deemed most viable;

9



XVII. educating members of cooperatives to improve self-management.

Self-management would emerge from the right to freely associate, which
represents a significant break from the rigid guidelines imposed by the Union
Nationale des Cooperatives (UNC).

III The role of Civil Society.

Through the support of its various components, civil society in Niger assumes,
within the political structure, a true public service: it mobilizes the citizens and
assures their active participation in the economic, social, cultural, and at time
political aspects of the country, all within the context of individual sectors of
activity.

The numerous organizations which compose civil society protect the rights of their
members, as well as the interest of consumers, producers, and other economic
participants. It is in this respect that civil society is particularly vigilant in its
monitoring of all action taken by public officials, particularly action taken impacting
on workers or the populations. Thus, all internal policies and external assistance
must take this factor into account.

C~qriS¢quentIYI the implementation of the Strategic Objective #2 (S02) "f I'SAID
in Niger (increased market access of the country's population through the use of
decentralized financial services) must take into account the psychology of civil
society which includes a "culture of distrust" (A, below)) and also suggests that
the "social sector" must be seriously considered in elaborating any operation
impacting on the country's economic and social landscape.

A - A Culture of Distrust.

This culture is born out of the role of civil society in the democratization of Niger.
It is materialized in the mission to preserve the democratic nature of the society, a
role taken on by most structures represented in civil society - in particular the
unions of workers and education, USTN and the USN - who were the chief
architects of the current regime. Civil society courageously challenged the status
quo, the single-party system, and should be considered a leading force in the
eventual transition to a multi-party political system. It was the unions, and the
students, with the help of a few budding political parties and associations, that
demanded and obtained that the "Conference National Souveraine" take place,
which led to the Second Republic in Niger, the necessary precursor to the current
regime.

It is this historical role that has provided civil society with its current mission:
while yesterday, it served as the initiator of the democratization of Niger, it acts
today to preserve the new democracy. Going beyond the apolitical, civil society in
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Niger has erected, in response to established political institutions, a permanent
"counter-power" structure, charged with the preservation and c<?nsolidation of the
democratic process. A perfect example emerged in July and August 1995 during a
severe crisis in the executive branch. At the time, several unions and association
requested that the President and the Prime Minister reach a compromise on several
key matter with a delay of 48 hours. USTN threatened to depose both officials
should they fail to conciliate. It is probably that, with the exception of
revolutions, no other example of such politicization can be found.

In light of this backdrop, it is not surprising that the "Niger Model" of
democratization has fueled a true climate of political distrust. Feeling proud of
having engineered the democratization process, jealous of the new civil liberties
provided by the constitution, Niger's citizens have grown used to exercise their
rights, often unfortunately neglecting their civil duties. Although they are happy
to clamor for the various privileges available under the law, they do not prove
nearly as enthusiastic in fulfilling their civil and professional obligations. The
existence of 6 associations whose goal is to educate the citizens of Niger on their
rights and duties (Association Nigerienne de Defense des Droits de I'Homme",
(ABDDG). "Democratie Liberte Developpement" (DID); "Association des Femmes
Juristes du Niger" (AFJN); "Ligue Nigerienne de Defense des Droits de I'Homme"
(LNDDH), "Mouvement Associatif pur la Defense des Droits de l'Homme"
(MAADALCI); "Reseau pour l'lntegration et la Diffusion du Droit en Milieu Rural"
(RIDD-FUTUKA)) does not seem to have been of great assistance in this matter.

It is in this rather unusual context that expectations of civil society should be
viewed. Awareness of these issues is necessary to effectively operate in Niger.

B- The Expectations of Civil Society.

Although Niger's civil society - or at least many of its components such as the
unions for workers and students, the association for human rights - often shrugs
traditional apolitism in order to express certain concerns or take political stands, it
also manifests qther aspirations, a reflection of its diversity.

Indeed, many of the organizations that operate within civil society act to apply
pressure, either on an economic, social or cultural level, to influence the state:

- Thus, small shop owners, workers in the transport sector, other economic actors
do not welcome economic reforms requiring for example greater fiscal transparency
and stricter financial controls; they work hard at circumventing or defeating
proposed legislation, sometimes invoking the specter of the strike.

- Government workers and those who left in "voluntary departure" from their
posts, as well as women's groups are also teaming to initiate legislation
strengthening private sector initiative, the development of markets; generally
speaking, these groups advocate less government interference.

11



- Islamic associations continue their never ending struggle against the degradation
of morals and the slow eradication of cultural values.

The activities and positions of the other actors in civil society (consumers, rural
producers, parents, etc.) also, to various degrees, contribute to the common goal
of promoting greater influence to promote a more enlightened perspective on the
life of the country and advocating equal and just distribution of the fruits emerging
from economic growth and social and economic progress.

Civil society appears to have become a champion of civil liberties and rights and
the ardent defender of individual interests.

Conclusion and Recommendations.

The general political context of Niger, along with its social dimension, remains
favorable to the implementation of USAID's Strategic Objective #2. The policies of
the government support the idea in the sense that, officially, it aims to promote the
rural sector by encouraging its growth and facilitating its access to markets. The
existence of a number of decentralized financial institutions and the presence in the
field of a multitude of NGOs are likely to facilitate the objective's implementation.

That is why, should the currently unstahfe political sifuation - ca~setj by the
"cohabitation" and other factors - improve, the foilowing recommendations would
apply:

Greater importance to the "social sector" dimension of Niger's society must be
attached to the 502 in order to create the conditions necessary to mobilize local

- participation to help its implementation:

Improving the legal and institutional environment (tax and banking law) in order to
provide more entrepreneurial opportunities,

A continued (and more intensive) policy of encouraging private initiative and
entrepreneurship.
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Annexe I : Carte d'identite de la CONGAFEN

Annexe II : Extrait du 'Sahel-Dimanche" du 25 AoCrt 1995 sur les ONG au Niger

Annexe III : Manifeste de la societe civile sur la crise de I'executif

Annexe IV : Declaration de I'USTN sur la crise de I'executif



SEffi1CE COMMERCIAL

0;:-.73.22.43 ".. . .....

EL
20- Annee· N°S007 du Jeudi 10 Amit 1995· PRIX: 100 Fr.mcs

.- P:3 '

I •• - ••

,
MONTENT AU CRENEAU-

Crise au semmet de l'Executif~ ~
.~ ': .

......

................... .~. ...- ,-. ... ":r •. ' ,-_a-.__
Installation officielle '

:::de la commission de
,soivLde mise en ceuvre

, ,', de's :politiques et
~···mesures'de,'reformes:

I Aji1S1ement strlfcturel

I

BECMLE:
I
I

_____________-"1

"I
I

. I

I
I

···L'lSfN ET LA

0:,,)

'...



•"Enlin. rUroon des s",esa.. lIP<T,_. du Hc1er. _. _
III _ ........ r.I....~1 • aCID

.... aI QU·.u PItrI lard .. _l'dl
11 .061 lilliS, .OUI dOlt ,.n....
_rQftll•.
F.... Cl8 _. rUSTN I!llltlilIM'"____.\!lUI_ mI,·

tant...."..,.aounr.....-.a.re'__..lutIequ·_

!Ii IlluauGft Auocsa11ons de
0*1_ OrOtIl lie I'Homme.
... A._.1ons F'mlnine•. leo
00pn!U_ -. Gouoet_n·
...... lei ClrpMaIlOM P","-.
lei p..,_ .. D*mr>cr.....,n·
C*" lie •• lOne·_lIluI_1lIe lie r••tcutd

It'" "" I. pi..,. pal • no••11.

v-n.
En lOul t .., d. cau... I.
8ENlUSTN. Irani' ,._le• • u•
uns aI .... _ .. _ .. No9'" ..,
un Elat de drc:nt au ..,n dUQ~
pa<...... na" lIr"" at ... lIeU' en
a&lCV" cal .1 d-.ueune ma,,"'.
s"."ov.r I. drOll d'hrpothtQl,le,
ro._ lie ftlllr. pay••• ele son
peupIa QUI ....._ • rUMa HalO-

no... , Ia Dttnocr.lIa ...u P'G
V'''SoaaI.

LEBEIWSTN
• EI'9" clu Pr_ .,. sa Rtou·
lMQUa, aI ceo pour III .....",.,. "".
c:anstc:uh•• Is con...,..on .1 Ia
p,••,d.ne•••n. CI.I>1. d. I>
,_Clu C_ Cle. """'11'.'
coni"'......... _ cloIposo",,", !Ie

r...ce .. Is Con'"Ul","
• EJ008 clu P,.._ ......st,•• at co.
CU'CDfritarnrnenl a cen• ..,.,...ca.
1IOIl. l'.brOllltlon fHllOUO II••et...
prl... eleIlor. "" ceclr. <=nslll..•
_I.
• E.rga Clu Pr_ .,. sa R6ou·
bllQ..,. .' Clu P,.trMer n'htUIUIt ,_

'"""'" acrllllU"ua .,. ' ...",n .1 !Ie
Is lent. lie Ia Con.IIIUllOn du 26_..

"*'"' roy~ ..,4·... dQ Ia ~rm·
Cl31'. aI Clu peuple n<qeI""'.
_ Cons1azan1 avec .m.tlutne .1
1ndlf~n.lICln Q"'. I., ~tlorr' 0.
medlallon lanl ttalionauJ:
q" In,ernaltarQua. n onl pu d~s.1

1T'CIfc.r Ja eft" ~u MIn tIP I f11k'u
tit.
_ s..uo.uo .,. Ia I>IPwrva.on <Ie

I'UMt Na_. cJu ,MlOleen-1
du Cldr. d6mocIalique. 81 Ou ,.,
peer M'li '*'9,-, QU'I~"'I J'alipJ.

nanc» eltmocr311l1U".

En .nel. Indoque M Hama Ama·
cloU. Ie champ lie can. _ •.
SIOn CIDUIIe nan ................. I'K'
1It..- .. Ilfanon _. ma,•
."'SfIGUS .., ....... part~."
.....1U;ipIn*'II Le etDs~
aur ... 1Mf1Ol'lMt. qUI vont Ira·....---..,.. "",.
..nt ........ a c:ourt l~me ~ la
",tpa,_ on _O>OM avo<:

.. F.M.I .. IlIBanquor_en

.... ele iii .......... craccood avo<:
eas .._. pl4Ic.. M ...",.

Arnaclllu
En """'-nt_ Ip PrfltftPf ".,.5tr.. a
",taM _ rElal. en "t:>nl cett.
e:Jtnrnlluon etII 'UlVI. II .u POUI

loud de cMmoftU.' .t ceUI qUl

nous omr..nl. mltl lunOul ~

"""" QUllW on potclo_ ~

"CUI arder da", nos .IIOril CI.
r.dr••sem.nt. Q" nous .yons
frn nos prJDnlts .( "",''' Ut1 pro
9'a""",,-

. . .
~:l<". " ~•• ";".....

L. BENIUSTN. ItUN en Hulon
exuaOrdlnllfe. hler. Mere:edl 9
.oul 111115. ~ ".11.1 CI·•••rn'ne'
rtvoluuon ;rave. cse la Cfl'. au
...... I·fttculll.I..I .. _ ••on

auIYInte .
- NOlanl Ia pe...sta""" du dy.·
~I des .,Sbtu:aonS de

nolr. ClaYI••1 1·.ICllad. CSe 'a
crlH__Ill l'edcUtrl,

- Conalclt,.nl que ceu. V'•••
ema rnnanl 1·...eutiJ lIel>'-"O !ll~.

tal loll mild. _ ... "'IQIne. el
SClI\.-dal1' Ie ,.,... el8h.
bt,t du P,t.ldenl CI. I. Rtpu·
tIIIqua ..~ ., ele ",...ClaI
,••. "union. du Con..,1 d••
mll,l.u... ce Qui du '.11. a
_~ Ie P,.1I1« """,sa••1sen
VOU-....... , ptan<lIe ... dIkl·
lions pour ~ moenl anuc:onltllu
liOflnaIIa..-e- qua _ ._. poItt

pa' In pi... ".Ul•• 'UICl'II.' o.
_ 1'8", n'lto:lnl:nnl '" ... per·
_. III .. NIQer. mil•••_01
dUll ... 1aJt..... Cl'VueiI .t lIur

Crise au sommet de l'Executif
L'USTN EXIGE QUE TOUT RENTRE
DANS L'ORDRE DANS 48 HEURES

Programme d'Ajustement structurel
Creation d'une Commission de suivi de

mise en CEuvre des politiques
et mesures de reformes

o
L'iMl8IIaIa'l «Ie III ccmmtucn ..
IUivl _ flClll·
~ «Ie '.Ier a
... Ill*- '- lln par" Pt.·
__II•. M. Hama Amadou •

e- _lIOII qui ..I un ,no·_ ..~ a

_ bur .. _ un ma..nurn

lie c:fta1lCll. lie ' Sll••u p,o·
II'S- 1I'-'/US1 , Structur.1
qui. '*- .. CI·_.....
• Is lll'pa,.I,Dn de I. ""•••n

_de_"'~""....... ..__J>a'

..~ ......... CI ••*",,·

lion pa, Ie. ""nI•••••• ,••pon.
u" de .. nne en C8uYfe ., de
proctclef , 1· ""'""" lie. polo.
IiQws 1 "" prOPO!'O'............
PIac*. 'OUI l"aurOl'~ "'...... Clu
Premtet minlslr•• ceU. COft1rf11S·
__ S9n III COOflIonaIl"" Clu

"""" F"..- .. du Pilln

or.......""11 qua ......,_ ..
,tglentanl lit_I. Ia ens. par
rC1191"8 CIlI\StIlu...._u .Ie·bI__.

()ptDnt_pourun _ •.
..... e-Supr ....", ...
..-..,_ .-,1
....... ...-""" --.ant
_ pOuvoua publICI QU'''••·.n__ _ar--..__.
It au _DIU·
_81" _ pullIc
~ _ lorce Ieloglqua"lion el cr ~........-- ....-...~ aou---.
La Socielt Ci"ile.... nOnl del
droll. lie ",anini. bolo"',.••
--....... _ nt......__ .
CIa _ ... ....,..,. ItQeua _ loa..... .. Cens._ II elM.... 48
...... CIVI I.UrVlftI auevne acbOn
Itg.1e de ,.olenlon, .. I. ct'••
deyan. la tour S"pr6me Ii'.,.
II1II......1. ""... P........ ele III
~et..Gou*_

~ , ~ ck#monl. d'ln"al
'arion flu butNu de I. nou
"all" A,.mbl. N.I/on.le
·b'nlnol,.. II. profllf dfl
call' occ.,/on pour "n
cont"r I' pmltJ.nt bln/·
no/s SEM Nlclplto,. Saglo
tI' 18 commun.u" nlg'
rlann, "I".nt , Co'onou.
C."a flam"" • 4mll dlls
Inqu"'udtls par r.ppon ,
la crls, qui pr.".u' .u
Nlgllr.
M. Mllh.madou I••oulau
tes • II.sU". qw,~ 8
III r:on'ttf)utlon It • " clair
"oy.nc, dll' un. It d.s
.u,r,•• IH prob»mn qUII

'II"'''' notll 1M'll pour
,at,nI rrouvar un, I••u.
""Urwsll.

(NOW Y IIVI.ndrons)

semame derni~re Ivec la
lenue d'ull Cons.1I des
minis",s .n "absence du
chef de rElal. Le Cons,i' a
TIOtammenl IimllgtI des Oirec·
leurs ~nelaux des ~I'S
el Ollic,s d·Elal. La Presi·
denc, de la Republique a
r"'16 ees d6e1sions Ies ~aH·
113nt de"rll1leS e1 sans ellel-.
La TIOrrination des nouveaux
responullles est II principa'
Ie pomme de discorde entre
Ie OO\IYIrnemelll II Ie Presi.
dent de la R6publique QUi '51
Arorigme de II crrse ~l avaft
ecljll8 11 6 juilJel demi.r.

(ANP)

e-Id*.-.r per qua

.. ,.--putlIcs .
n _, .._~ar..., .._.. ."....... ........

"·lnt...",•••, eva-tn''''•• IftDV.
_ ••1UtIOO. ........ ca ¢ncipe
_uinl .. __ IIiftSl ...
_.QUi__""
CClur ...... ;.e..- qua .. .--_-- ....-_ ......u. cIt_. CIa _ ....
•• -'1cIocIion cIu _ .... _ or.....

I" ,::::::::.~ i
.. • cali doil_"""-'
~ :---...........
I . CcHtaiclt _ Ie ••IlI*-, I

- "" ,",,**1 ,.,..... 81 ..---- ~ ..H;g."..- CI'\IIl_
.......... -... cIl'..
bllClOc I'lOlII1II"-._ ChIl

OtnCllll;lOl\l"'_dlIlI.
-....--..co-. ald_.
_ QU'h ......, 011 ..
wra ... .......".",. _.

.'on·, "lIo". olloc..- qui ,,'onl

cMdarIIion 'avant raboUlisse'
minI de leur mfdialion.l..s
Iroil a••oclilions avaienl
~ IImedi demier croffnr
leurs bOns ollices en vue d!
InlUYet une SOlUIIOlI "'he\Jreu·
II" a II cnse poIlIlCO'IIlSlllu'
lionn.II, ,n cours d,pulS
plus crun mors
Cen, llIiIialIYe nallOnale lail
.ulle • "6ctJ.c d.s nom·
br,ulls IIItI lallons ,nlre·
pities par de; pays amis el
ranaen dleI dt. rElsI mallen.
AmadQu TournaI I Toure.
Mllgr' CIS I.nlallves de
conciIllllon, II ens. a connu
un. nouv.lI. esc alade la

\..I.:========~~L:::::==:./=·::::Xj=a=Z::="Lo=rl-==:::::):'=========...JI~
CrIse poJitique

Bons offices des Associations nationales
Trois AssocIations nalJonaJes
del eIroill de rHomme e1 de
dfmocralle (01.0. rANOOH,
GERDES-NIger) onl .ntrIpris
de m6dIalIons pOUr I.nt.r de
cltnou.r II cns. au $lin dt
r&6<:uI~

Hi.r. MM: lsmaill Y6nlkoye
(01.0). Youba Diallo
(GERDES-Nlg.r) II Ojlbril
AbIrcti (ANDOH) 0lIl IV deS
Intr,",ns IYec II chel de
fEta!. Mallamane Ousrnane.
lIS ont el. dlji~ par Ie
Preml.r mlnislr.. Hama
AmadOu.
III II IOnl lbst'nJI de lOuie

-1iIiIesIe desorpisiDls JeaiiIes des syraici$ des AssociiilrIs de Del!' .se des DIOis.~!I de Pramolal de Ia DemoaaIie

:.. ·:::~~~~:~;Maiiifeste· ~de la societe civile

Le President Oe l'Assemb/8e NaUonale de retQur de Coto;,ou
"Il. FAUT S'ATTAQUER AUX VRAIS PROBLEMES DU
NIGER" declare Mahamadou I~jsoufou, aux ressortis
sa~ts~n~.g,er~ep'~ ~u :~enin

L.·"".Id.ni fI,·"A...",. .
OIH·'N.llon.,., II. Ihh.. ."
1nIfCfl:irr"'-"r~ '..L. Pr,.ld,nt d, ,.A•••m
NI.",., - "1.,. .pr" 'un b"~ N.llon.l, • dlc/arl
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lIoft.fI.·.on nomo/ogu. J#gun trW.".., burtm.-· .~.:: .", -...
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Enquete
Intervention des ONG dans Ie monde rural

LE' GRAND DESORDRE

)

Par S;lIdou D30ura

1Imi#~?::::::::=::::::::::::::::::::~~a~-:~;I;:

Par Abdou SaldQu

M. MUZlJU Ma/Illman. n·. pu .1. an
_. CIa _ cIlInnar .. dlIIfr••IIICI
_ ..........._ CNG.lOUjDutI

..... ""' .. lllI'IldH_Cla~
rl.n. qui .ont r.crut••• I.e ....Jorl"cr_. 1Iur __

11IIIII. EIInI _ ...... cl'adcIl\icln, 1.1

'*-' clu~ r_ CIa IIur pays PD
... par .... AujcuctIU. .... IllI'Il ...
pIUI_ aut" terrain.

Ca. ONG onl ....... ectJI .. prol.t••1
micro-r••Ii•••,o". en ez6cutton d'un
montant Ile 5 milliard. 181 mlUlOn. F
CF4. Cartaln. CIa c•• pro,ett onl un.
......1000••vol.ln."t I. mllhtr". Du
rail•. 'nCllqu.·loOn .u Mlnl.l.r. d..
F-. at clu PI.... c'aat un total CIa 1;7
pn:lf81S at .-o-r.autionI y CIClfI1l'l' Ito
16 proj.ts an .........., cr... monttnt ell
t2.52t milliard. qui .ont ortvu. oar
_. lei ONG IInI~ qu......".
gar... I.e Nlgtr•• __ cliIflCJllt.
1__.. 1M __ ...... rD*",·

.... CIa _ ..... on .. Cllf1NiI
paalt ...... la __ ClaIa_p-.·
tie I1IgMl,,"n••capanctIIIl I............applIltM par 11:11I _ ONG _ r_

rEta!. A 1·...ld_•• 1·ln.taJlaUOn d'unt
ONG .u Niger -/llI_. un manqua t
gIIglW pow Ie ... puIlIIc • _ lin

nomtnu_ .JlllMrUanI: en revanche_ cr" _ ampIclIa. L'apacl _ ell

eel ONO HI _ .... ImpDrlInIClIIlII.I_.IlU.~ Ie chtlmaga. .

De leur COlt. Ies ONG 6lrangtres. tr6s
uptrilll8nlHl al dlspoaant Cl8 gros
moyen. doovent latre quelque dlose
pour aIdIr laurs COIIIOtUl1 nationaIes.
Pour c.ta. II laut Intensifier leS ran·
contrn ptnoClIQ... enlns ONG, organ"
..Cl8S tallies rondIS. Cl8S forums. Il8S
...... Cl8S voyages Cl'illudeI III Mm"
Mires. A travers ce. renconlrlS. les
nssponubles Cl'ONG .1i8l.l8S sans
grande exp.rience "auvent I"er
Cl'tnormn profiT. dans Ie caIlns d'un
partenariat juClic:iellx. cette tormallon
aort couvnr IeS ClllmaI/I8S de II gesllOn.
de ta comptablllt6. lie Ie COllecte de
donnHs 1lall5ticluft, 011 r6labOrallon.
redc:ution lit r6valuatlon del pro)8lS.
C'lIS' aiIlIJ que lONG SollcIarlt6 cana
....8ahel a orgaru6 en /UHlet Cltlrnl8r
une nsncontre i rln*'!iOn de certaines
ONG natlonaIH II ~rangtnss. celie
rencontr8 vtsalt. IIIIon Ie CODrIlOnateur
.,. Itlranlm Cha*' II "acc:rotssemenl
del capac:il6s Cl'inlervenlJO/l des ONG
en rna,*" de coopl\ratlOn el Cl'llduca
lIOn pulllique·. II s'&gll pour SolIelarIt.
canacse-satMl de tormer Ie personnel
des ONG par Ie renforcement des
connalSS8nces en mat... de g8Sbon,
La 10rmallon4U profilll8S ONG nabO
nates est un atoul qu'll laul ,enlorcer
en ce ,ens Qu'elle permel aux UlIma·
leUrs de Ie famlllariSllr avec Ies outils
de planlfcation al ctevaJuabDn Cl8S acti·
vllts 0II1l1ur orgaI1lI&lJon dune part, el
developper feur connat.llnce en
mabt)re de preparalion. crorgalllsat,on
ell'anllllabon des rWRl~l\;J 011 groupe,
malS aUII' al .unout an matiere ese
prise de Cl&csslon at Cle r6s0lullon ese
prolll8mllS. alnsl que I'utiblabon deS
moyens de communIcation soclal8.
Cl'autre parl.8

Itt :>-at-Bi4Pt%1 :j

I.e liger~ de prtdIecIion dH ONG '7
On ••t ,n Clrolt CI••• crofr•. Et pour
cau". I.e. ONG 6Irang••• pr".nl••
,,""""_de£7,_en......-..-.-_........_.
_. Ile ....._. nlgtllenn••.
cen... llD....,•• 4f_.. pa,. afrl.
aaIllI, 11II. c1nquantlllna 4fONG. c·••t
pau.....ca.-..c·....r~.
1M". aI -.- 11II lIcIu _ IeIn
dvI\". TlIlljlIurI aaHI qua 1M popuIa
tlllIIlIInIIIciIaira ....... pIalgrwlt pu.SalDnU-"--clu__

ONG ... OWacllcln clu D...lClpp....m
ltglllnIIau .--... dH ..-.- at clu
....n. K , e de. ONG qui _ 11II 11_
pU1IcuU.r car, a,ant Ile. '.ctlon••
r6lreng.r. DIrIg'" per Ile. Ng6r1.........1llI'Il-.......__ ONG

nIgtrIannaI. co... Ie .. de S.0.s SaIlal
lntamaLlo/IlII. ea- at .. Croll Rouge
n1g_. La If'"__ .Illut.. eel

Org_uttDnl Non GDuwam_tlII•••
C·.lt qu·.tI•• tnt.erYjennenl tout.... ou
pr.'Que Ciani te moneta ,."ar. Leur
ltI_cr....-, L",..auIIqua."
Sa/llt... o.valappamam Inttgrt. I'envl
........"...,t...pr_ I.mI....... br.l.
lOut.. I•• actll,ftt••conomfqua••t
-'....
Una__ lOra. CO_ qu'aujourtt~.

ee. ONG •• .onl. Clen. cerlaln.
dellMIn... prallquarnant IUllatltufta ,.
I·Etst. II ••t m..... apperu qua I••
belll.url CI. Ionel. _clant plu, CI.
llDIlI_ ,. _ qu·...x 1MItUIlon. CIa

oJ

PLUS DE TRANSPARENCE DAN:

Inta",antlon sur Ie terram. Caci
,'upIique ... aouvent par .. IIIIIIlqU8

de Hn8Clx al .. cantonnemsnt Clans
l'infomlal de II part de certaina ONG.
O'.utra. ONG nlg6r1enna. n'ont n,
116ge, nl~. nl bol. poataJe.
Inf, aucunt CllClftbh .
L'E\al, t nv. de IUtIlI8
doll i eon tour ,'elIorcer cl'organiNr s,
reclynamiUr IllS activit6. de. ONG
natIonaIes. nola/lIm8nt par II tormation

Clas responsible•• Plusieurs ••mi·
nair.. ant. certes. 6t6 organi••s II
rlnlenbOn cleS ONG. l'lllIJS il semble que

. lei notions tl*mentai18l de geltlOn at
de~~ sent encore mal rnaJtri·
..... Cana1ormation est plus Qua
n6c:essaire parce qu·.lIe parmet de
maI!rIItlr 18 phlinorMne Iles ONG QUI

devient de plu. en plu. International.

Autr.. comport8ments : at... trallent
dlractemant avac la. ".illeur. CIa
tonds. et ...,._nt leurs requlles de
flnancamen, panent par .. mlnisltns
de tute.... E.... ~ocIenl IIns' avec
cert8lna Organi.lIl8. at AmllUHcl8l
qui 80nt leurs prIl\Clp1ux llallieUrs Cle
fonds. Canalne. ONG prolltanl del
exon6ralions pour 1riCh8r. A C8 propos.
le. ONG natlonale. - tout comma
.lrIng..... - lont souvenl des com·
mandes de rnarchanC\IIes QUI n'ont rien
i avolr avec Ie protocoI8 d·aa:orIl-type.
En a"al. II e.t dil que IllS ONG .ont
ezon6r... de CIrollS 8t talles de CIOUa·
ne danl .. cadre Cl8 laurs aetlvltt•.
cette ex0n6ration COllllllU8 II contra·
par!I8 de rEtat n~rIen ClIna I'extcu
lion de leUrs pI'OJ8tI nsspecliIs. MaIheu
nsuaament, In llemandes Cl'exo"*ra"
lion sont de plus en plusn~
at ponent lur CleI com'¥ncI81 non·
conlelrmal au potOC:OIa-type.

Devant l'ampleur du ph.nom'na, la
Dinscllon g6n6raI8 _ ImpOIl (001) a
tappa" lei ONG l I'ordre et i une
ItrlCl8 IPPliClItIDn del __. Uva IaI- .
Jolt done lnatltuer un mKanllme de
contrOle del uontratiOns aceonIHs
lUX ONG atln cl'tvlIIr II Iraude fiIcaIe.
PR, ..ONG tnngtres llOtIllIrnent.
"occull8tlt de plulleurs dlo... i Ie
toll aIDrI qu'elln dolv8nt circonlCrire
IauII aclM* i une Z_ Cl'inIaI V8IlIIOn
au lin aec:teur pr6c:11 e' lourn" plus
C1'dorts de rnotllliHlion 011 nsssouroes
Internes pour Clavantage gagner la
conlIanc:e .. tlailleurs CI8 Ionell 61ran
gers peu endInI i aicl8r l8S ONG natIO
naJelsouvent Inexpenmenl"S a' de
c:rNlIOlI ran•.
D'''''' DNG~ n'''nt nl
~. til tI1fpID». nI bolle ".,...
IIref.__ COOlODllrlH.

En tout 6tat da caUle, I·.volullon
n~_ONG~n'nl

pal proportionnelle i rllnpact lie I8ur

8II1Cn : plulOt que Cl'cauvr.r &II d6IIe
Iopp8ment i II ba:s8. par un~
men! de II ClIPIICi'* _ papulIIions ..

I"ftlh en d'IaI1I8 leur IIl'OIft cltvaIclP
pement, c:ertaines DNG Ie U_t i
d'autrn actiYIt6I qui n'ont en rUIil6
nen i wW avec leur rniIIIlln .........
du molM cel.. conSlOnH d_ leur
c:a/IIer de dllfOH at IllS eloc:llments
cl''''''''''' En lDut CII, au Niger, on
na peut pas clft que tout man:he.

II Y a ~al8m8nt del ONG na1lOnIIH
sp6daI.... dana Ie CIOIllaln8 de rtelu
cation 8t de II tonnatlon. CO_ .. CII
par exemple de l'AuocIIItJOn HID'
rtanne 11ft Eauc:.t8ln pow Ie 1»_
loppame"t, Oanl Ie domalne du
maralc!\age. eltons fEgll.....~
IIqU8 de II NputIlIque du HIgar dDIlt
lei aclIDnI portltnt 8lllIe IUtr1II lur III
"alilallon de Il8tJII proj8lt de rnaraI·
c:nege.
Dans lDllI let CII. I est clflidll de apt.
cillar Ies dom'lnllS d'lntervention de
I'ensamble des ONG lIatlona'es en
aetMte au NiQer craumnt plus ClUlt IlIur
nombre semble p1tthorique : ,., au
lDlll!. On est rntme _nte de .. c:lllrnan
OIIr ce QU'ell8S tont COIIClttement aur Ie
I.rra," car la pillparl na .onl que
"om_ ctar...·~"'- : IUCUIl8 rNJi."!lOn. IUCUn rtlultat posllJlau profit
<l8s populalions au nom deSQuellea
at... se propoMnl cl'lIGlr. Una e:tlOItl

E1Ia «lilt~ I S ..flOW
..", com_ tlneMmplgnlllJ&S.
.""~ wr r,,1IJdW "" ,.",..
tOlre ".,,011III. U ptDlllMatlon 11ft
ONG COMtttw ..". nul tIoute 11M
noullelle approcIN tI. III poIltlque
'conomlqu. Int.rnatlona/••
AUjoUrtrhUi. ".,rout en AttIqW. c.
p"."",..,. pmJtI ,. r..,..". Au
nom"r. d• • en ,., dana no,,.
pap, .n.. «lilt ,., ,.""".,. at tlO
",.ng.,•• aetu.lI.ment. HI' un
"".,,. 11f.

1UJ d6Part. In ONG natIonalII .. IOnI
conc:entrHs Clans" cNparlemenl lie
DosIo elllanllll Communaut6 IJrbIlne
de Niamey. PrOllressiYemenl eIIeI Ie
IOnl InslallHl un peu parlOUt aur ..
.mtolrs I\IIIOnaJ. TOU1IIOII II 1IlIjOIht.
ont *,rs sl~s i Nlamay !IIK d..
anlen" rtlgionalel. . -
Sur Ie lIIrra.n. Ies ONG nation'" 1n1Ir.
VIllnnant dans diVllrs domalnes. cer
taineS ~nent CleI ac:l1vitH lie ClOve
toppement Integr6. O'autrlll par COntnl
58 IOnt lD6dabs6es ClanS CleS MdlUrs
bien delermin's, Oa, DNG comme
Am8n-lman QUI Slgn,lie 'I'eau c'BSI III
vie' en I8l1luneq. I·"..ocletlon CI8
Brigade HyelreuPque de lIIylhl ont
fail de III mahrise 011 reau leur caneau.
Elles sont cl8ciclMs i aIeler ... p0pula
tions i maltnHr leurs points Cl'aau et
sallslaire de man~ra rstiOnnalle leur
b8Iloln en consommallon. Cecl i Ira·
__ Ie I:l~oe del pul1l ¥lIIaQeOIs au
maralchllfS.
Dans .. ClomaJne de l'uuJnllll8lft8nt
81 de rtlygiilne. TAPIa (ulubrlll6) Ec0
logiC•• "g.gl et E"SD (Energla,
AssalnlSssment SIn. et DeveIoppe
menl) Interv.ennent i traver. Ile.
.clions encourag..ntn. "al. C'SIl
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C'esl raxemple 011 Goy Kondo (Asso
caatlon pour Ie OtVllfoppement Rural),
Alliance Ven. Envlronnelll8llt PIUI.
Ora8nlaetlon Natlone'e de Volon
t"a pow II PnMrvatlon de t'Envl
ronnemant au Sahel. VIlire pour
prolp're, a\l Sahel entra autres.
Dans ce elom&Jne.Ies.:llona des ONG
se rHurnent i III proteCtion de ranvl
ronnement par la prolluction de.
plants. III fixalion ClU CluMI, ale.
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La mise en oeuvre du Code Rural

- et I'elaboration des textes complementaires a l'Ordonnance 93-015
fiY?!1 t les principes tj'orientations du Code Rural.

- la mise en oeuvre progressive des instruments juridiques adoptes et
promulgues ;

CODE RURAL
Elaboration de textes comph~mentaires du Code Rural
Poursuite de popularisation et installation des commissions foncieres 
Mise en place des Secretaires Permanents Departementaux
Elaboration de schemas d'amena2ements fonders.

Ceci d'une part a travers la maitrise du foncier avec la generalisation de
l'ecrit comme moyen de preuve et d'autre part l'affectation des differentes
ressources naturelles aux activites rurales avec I'elaboration des schemas
d'amenagements fonciers regionaux.

En effet, les commISSIons foncieres et les Secretaires Permanents
Departementaux permettront d'atteindre deux objectifs indispensables pour une
meilleure gestion de nos ressources naturelles avec pour corollaire un
developpement harmonieux du monde rural.

Apres la large diffusion de ces instruments juridiques aupres des
differentes couches socio-professionnelles, ses activites tourr.ent aujourd 'hui
autour de deux poles notamment :

Le Comite National charge de l'elaboration du Code Rural a franchi un
pas important dans l'accomplissement de sa mission. Et ceci avec l'adoption et I
la promulgation, en Mars 1993, des Ordonnances 93-014fportant respectivement Qr '33-0

regime de I'eau et principes d'orientation du Code Rural.

A ce niveau iI s'agit de mettre en place de maniere progressive les
_ structures de gestion fonciere prevues par la Loi d'orientation du niveau sous

regional et regional.

•

•

•

•

•

•
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Ces objectifs justifient amplernent Ie choix prioritaire du Comite National
quant a l'installation de ses structures.

Etant donne la complexite et la sensibilite des questions foncieres dans
notre pays, une demarche prudente a ete adoptee pour Ia mise en place de ces
structures.

Dans un premier temps, i1 a ete preconise une phase test ou pour chaque
departement un arrondissement choisi sur des criteres precis sera dote d'une
commission fonciere.

Installation des commissions foncieres et des Secretariats Permanents
Departementaux

Les commissions foncieres constituent Ia cheville ouvriere de la mise en
place du Code Rural.

A cet effet, il a ete prevu leurs installations au ruveau de chaque
arrondissement et commune.

Depuis I'adoption par Ie Haut Conseil de la Republique (H.C.R.) de
l'Ordonnance 93-015 du 02 Mars 1993, il a ete instalIe deux (2) commissions
dans les departements de Diffa et Zinder avec Ie concours financier de Ia
Cooperation Dan8ise en 1994().'t;::t·~o'\~- 5?f~~ ::;.. \h~ ,.x 'rf,~rf;~'" ~ ~(r..dw).

Pour l'annee en cours, iI est prevu I'installation de cinq (5) commissions
foncieres avec Ie concours financier de I'Agence Americaine pour Ie
Developpement International (USAID). D'ici fin 1997, il sera installe 32
commissions foncieres et 7 Secretariats Permanents Departementaux.

D'ores et deja, Ie Secretariat Permanent du Code Rural est a pied
d'oeuvre pour elaborer un document de projet qui sera presente a tous nos
partenaires au developpement. Aussi, i1 sera demande a tous les projets de
developpement et aux Organisations Non Gouvernementales (DNG) d'inserer
dans leurs programmes d'activites, la mise en place des commission foncieres.
Le Niger prendra toutes les dispositions necessaires pour Ia perennisation de ces
structures.
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Elaboration des textes d'application des Ordonnances 93-014
et 93-015 du 02 Mars 1993.

Plusieurs textes complementaires ont ete identifies et retemlS par I'Atelier
Bilan sur Ie Code Rural tenu aDosso en Septembre 1994. Des Avant-Projets
de textes sur la propriete rurale et les contrats d'exploitation, la mise en valeur.
les terroirs d'attache, l'administration rurales ont ete elabores. Ils feront l'objet
d'examen lors d'un atelier regroupant les cadres techniques, les representants
des populativns, I'administration judiciaire, les chefs coutumiers, les autorites
administratives, les ONG et les Bailleurs de Fonds.

Les textes seront ensuite transmis au Gouvernement pour examen et
adoption. Avant fin 1997, iI sera elabore et adopte 17 textes d'application$ aux
Ordonnances 93-014 et 93-015 du 02 Mars 1993.

Elaboration des schemas d'amenagements fonciers

II est institue au niveau de chaque departement I'elaboration d'un schema
d'arnenagement foncier par l'Ordonnance 93-015 du 02 Mars 1993 en son
article 127. Le ~chema d'amenagement foncit:f a lJUUl uiJjet de preciser les
espaces affectes aux diverses activites rurales ainsi que les droits qui s 'y
exercent. Pour la periode 1995-1997, il sera elabore et soumis au
Gouvernement cinq (5) schemas d'amenagement fancier pour examen et
adoption.

Les textes d'application, les Schemas d'amenagement fancier, Ie con~enu

des Ordonnances 93-014 et 93-015 du 02 Mars 1993 feront l'objet d'une intense
campagne de popularisation pour toucher Ie maximum de Nigeriens. .

Le COllt global de la mise en oeuvre effective du Code Rural necessite une
enveloppe qui avoisine les DEUX MILLIARDS (2 000 000 000) de FRANCS
CFA.
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Annex C
The Rural Code and Natural Resource Management
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Annex C
The Rural Code and Natural Resources Management

The idea of framing a rural code in Niger dates from 1985. The idea became a
reality in 1993 with the adoption of statute 93-015 on March 2, which established
the main themes of the rural code.

The primary objective set by the legal instrument is to assure better management
of natural resources (soil, water, forests, fauna, etc.) through regulation. In the
context of this overall theme, the new law deals specifically with guaranteeing:

- the rights of rural producers
- sound resource conservation and management methods
- appropriate administrative and institutional support for the rural areas
- a fair, appropriate land allocation

While it is true that the adoption of this law constitutes a considerable
achievement, as of two years later, practical application has been impeded by
several obstacles, the more important being:

- the drafting of enabling legislation
- the creation of land commissions
- land tenure assessments

I - The Drafting of Further Enabling Legislation.

The adoption of enabling legislation is a necessity for effective implementation of
"Ordinance" (edict) 93-015, particularly as the texts outlining the regulations

- constitute, in concert with the General Directive ("Loi d'Orientation"), form the
main precepts of the newly developed rural code.

1. Regulatory texts that have been identified:

Those are relative to the aggregate of problems associated with the management
of natural resources and the governing of the rural sector.

In more precise terms, the texts must regulate the following issues:

land use optimization;
land tenure;
land improvements provided by the public sector;
expropriation;
conflict resolution;
rural records;
status of cooperatives;
fauna;
fishing and fish-farming;



rural ownership;
rural land concessions;
land use;
decentralization and the status of the forests;
land use planning;
protected areas;
reform of the forest code.

All of these texts must be drafted and adopted prior to the end of 1997.

2. Projects of the texts that have already been initiated.

There are at the pre-feasibility stage, and have to do with:

promotion of resource management practices;
land ownership assessments (with respect to grazing rights);
the state and the administration of the land tenure commissions;
the state of cooperatives and groups;
associations.

These feasibility studies are scheduled to soon be closely examined during a
conference that will include all interested parties.

3. Priorities

It has been determined in the implementation program of complementary legislation
that two projects in particular should be given top priority: the texts dealing with
rural records and those dealing with the resolution of conflicts involving natural
resources.

The feasibility studies should be completed before the end of 1996.

The means by which conflicts will be resolved will include conciliation attempts at
the local level or will, this failing, be handled through a court of law. The current
forms of conflict resolution (conducted by the administration) will be abandoned
because rulings have been constantly appealed, following the frequent
reassignment of public mediators.

Rural records must also be given priority as they will serve to support the work of
land commissions once they are created.

II Development of Land Commissions.

Land commissions constitute a key component of the implementation of the rural
code. It is their function to ensure proper management of natural resources in
general and land use specifically. Consequently, for the latter their role is key.
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Therefore, these commissions will be created in an incremental and methodical
fashion. Obstacles to their effectiveness will however need to be eradicated.

1. The role of land commissions.

A commission must be created in each county and each village. Composition of
the commissions has been established in article 118 of the General Directive. They
will operate under the auspices of a district attorney ("Sous-Prefet") or the mayor;
the commissions will also require a permanent secretary of the rural code,
professionals from municipal or county services departments, the usual "Iocal"
authorities, and representatives from rural groups.

Land commissions have, as a general rule, the mission of conducting a resource
inventory, to be followed by the appropriate distribution of rights of exploitation in
a manner assuring optimal land use. In more specific terms, they are in charge of
all land use management issues which implies that the commissions will be
responsible for all transactions involving land (buying, selling); proof of ownership
will be provided in written form and will be validated by local authorities (village
chiefs).

In order to fulfill such objectives, the General Directive includes language clarifying
the responsibilities of the commissions: the text provides for a consultative role
but also, in some cases, empowers the commissions to make decisions:

On one hand, the commissions must always provide advice on all issues
pertaining to land valuation and land use, as well as land distribution (article
120).

On the other hand, the commissions are empowered to assess land use and
establish land rights. They can also transform the rights of rural
concessionaires to rights of ownership. Furthermore, the commissions can
transfer one third of unused land, in that they are mandated to optimize land
use for the community.

2. Timetable for the creation of land commissions

Fifty-seven land commissions will be required to ensure the effective
implementation of the rural code (this will entail one commission per county).

Due to the inherent difficulties in financing and establishing these commissions, the
their establishment entities will be gradual. That is the reason why, to date, only
two commissions have been established with the financial assistance of the Danish
development agency (DANIDA); they are located in Maine-Soroa in the county of
Ditta and in Mirriah, in the county of Zinder.
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Of the seven commissions planned for 1994, those are the only two currently in
operation. The other five are scheduled to be created under the auspices of
USAID. They will be located in:

- Tchrozerine in the Agadez county;
- Birni-N'sgaoure in the Dosso county;
- Guidan-Roumdji in the Maradi county;
- Konni in the Tahoua county;
- Tillabery in the Kollo county.

In all, by the end of 1997, thirty-two commissions will be established.

3. Obstacle to the Efficient Operation of the Land Commissions.

Establishment of the land commissions in Maine-Soroa and Mirriah was not
sufficiently planned; it was in fact improvised. Consequently, it is not surprising
that the commission in Maine did not function as hoped, particularly as it lacked a
legal framework within which to operate. The Commission in Mirriah was more
successful, though more for informal reasons (initiative of local professionals and
enthusiasm of the community) than better preparation.

In concrete fashion however, both commissions initiated pre-registrations in order
to establish a rural record (there were about 1000 pre-inscription~in Mirri::lh t7nd
200 in Maine). The pre-registration process served to familiarize local authorities
with written contracts as means of documenting land transactions.

Finally, the twelve-month operation has also served to identify the issues that must
be resolved in order to ensure more efficient operation of the commissions. There

- were 3 types of difficulties.

- the absence of any texts providing a legal context for the commission activities.
- an inadequate composition of the commission themselves.
- a lack of preparation prior to the establishment of the entities.

A conference held to discuss the results of this first year of operation, held in
Dosso on August 30 and September 3, 1994, provided some recommendations to
remedy these problems including:

- avoiding the "improvisation" (sic.) in setting up the commissions;
- accelerating the rate at which supplementary legal texts are drafted;
- assuring the commissions benefit from a more representative composition as well
as true autonomy in their decision-making.

Since then, a project to institute new guidelines governing the status and mode of
operation of the land commissions has been prepared. Also, the size of the
commissions will be increased with the addition of a representative for each rural
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group. Furthermore, it has been agreed that future commission will benefit from"
sound financial, technical, and methodological planning".

It is only under such conditions that the commissions will be able to successfully
conduct their mission of conducting land tenure assessments, one of their primary
tasks.

III. Rural Land Assessments.

The effective implementation of land evaiuations will satisfy the major concerns
surrounding the general concept of the rural code: providing a reliable and safe
method of coping with land issues in the rural areas, developing sound methods of
managing local natural resources, and establishing a more efficient land use
management pattern.

This will take place with the help of land use management plans developed at the
county level, as well as land ownership records at the next communal level.
Several issues, however, need to be resolved in order to facilitate this process.

1. The development of a land management plan.

Resource inventories are currently being conducted by the land commissions in
order to support the elaboration of a Land Management Plan (LMP) for each
county. The expected result is a It document intended to identify the areas
appropriate to certain type of land use as well as clarifying the different 'rights'
interest involved" (art. 127 of Ordinance 93-015).

The LMPs are being developed through the participation of the land commissions
- and draw on studies assessing the concerns of local rural populations. The goal of

each plan is to streamline land use practices and to provide directives ensuring
sound management of local resources, in strict accordance to regulations as
outlined in article 129 of the General Directive.

There are currently no final land management plan since, to date, the institutions
responsible for the implementation of the rural code are not operational. Between
1995 and 1997 however, five LMPs are scheduled to be submitted to the
government for review and approval: the LMPs will come from the counties of
Diffa, Dosso, Maradi, Tahoua, and Zinder.

2. The establishment of a record keeping procedure for rural areas.

A key component of the LMP at the local level involves a "rural record" which, per
the guideline of article 130 of the General Directive, is composed of two specific
documents:
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a graphic (visual) representation of the space used by the commune or the
local areas,
a complete record of land ownership and concessions.

These records are to be kept by the land commissions and will be the direct
responsibility of the local permanent rural code secretaries.

These rural records provide the backbone to the sound management of natural
resources, particularly in the area of land use. Correct record keeping will
guarantee secured rights of ownership (art. 117 of the General Directive) with the
help of the various procedures instituted: assessment and legal acknowledgment
of land rights, the establishment of individual records, and the issuance of official
documents.

3. Obstacle to land right assessments.

The primary obstacles related to land tenure assessments are related to the lack of
qualified legal and other trained professionals. Since the adoption of the General
Directive, local institutions in charge of supporting the directive's implementation
(local permanent secretariats, both at the local and the county levels) are far from
being operational. This problem is exacerbated by the general absence of land
commissions. Furthermore, the sparse complimentary (and thus supporting)
legislation accentuates the difficulties. Finally, once the larllJ commissions are
actually up and running, they will need more that a written mandate to take certain
types of actions; they will also need to be able to handle the technical issues
germane to effective land use management.

Conclusion and recommendations

In light of recent - and frequent - conflicts between crop farmers, dairy farmers,
and cattle owners in various regions of Niger, the effective implementation of the
rural code has become a serious and urgent matter.

The rapid approval of texts outlining means of implementation is consequently the
first priority, since these provide support for the creation of the land commissions
and would strengthen land use and ownership assessments. For the
supplementary written documentation, two specific projects should be mentioned,
which would serve to further integrate cooperatives by more clearly defining their
role in the implementation of the Rural Code:

- a law project which would modify the composition of associations, by including
local structures in the management of natural resources;

- a law project for cooperatives, assuring total freedom of association with respect
of various interest groups.
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As to other issues, it is appropriate to refer to the recommendations which
emerged from the conference organized in Dosso on August 31 and September 3,
1994, and which were scheduled to be further discussed in Maradi between
September 11 and 15, 1995, by representatives of the administration, village
chiefs, judges, technical services providers, and financial backers.

Recommendations

To ensure the rapid implementation of the Rural Code, the following steps should
be taken:

1 - The restructuring and strengthening of the Permanent Secretary's office
for the rural code;

2 - The establishment of local institutions supporting the rural code;

3 - The ratifying of complementary enabling legislation and guidelines to
ordinance 93-105. In particular, those pertaining to:

- The status and operational guidelines for the land commissions.
- Rural record procedures and mandates;
- Conflict resolution with respect to use of natural resources;
- Optimization of natural resources,
- Farming community lands (ownership, land use, etc.);

4 - The establishment of land commissions in areas where they are most urgently
needed, following appropriate operational planning.
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INTRODUCTION

Du 31 AoOt au 03 Septembre 1994, s'est tenu, dans la Salle de reunion de
la Prefecture de Dosso I'Atelier-bilan du Code Rural.

La ceremonie d'ouverture a ete presidee par Monsieur Ie Ministre de
I'Agriculture et de l'Elevage, President du Comite National du Code Rural en
presence du Pretet de Dosso, du Directeur de I'USAID au Niger et de la
Representante de DANIDA.

Avant Ie demarrage des travaux il a ete procede a la mise en place d'un
bureau de seance compose de :

President: Mr Ali AKILOU, Secretaire General du MAG/EL

Vice-president: Mr ISSA Aboubacar, C/GRN

3 Rapporteurs generaux :

- Aboubacar Sidi, SDSA II/DEP/MAG/EL
- Hamadou Bourahima, USAID/Niamey
- Mamoudou Hassane, ('nr1Q C,lr~1

Monsieur Sadou SAWA, Conseiller en developpement rural au Secretariat
Permanent du Code Rural et Monsieur PETER Block de LTC ont ete designes pour
presider respectivement, la deuxieme et la troisieme session prevues Ie 1er
Septembre, 26 jour de I'atelier.

Apres la mise en place du bureau, I'ordre du jour fut adopte tel que propose
(Voir annexe). II prevoit 4 journees de travail, les deux premiers jours ont ete
consacres aux travaux de la pleniere, Ie 3e jour aux travaux de commissions et Ie
4e jour a I'adoption en pleniere des travaux des commissions et cloture de l'atelier.

I. COMMENTAIRES SUR LES ALLOCUTIONS OFFICIELLES

Apres I"allocution de bienvenue de Monsieur Ie Pretet de Dosso, deux
allocutions' particulierement importantes ont marque I'ouverture de cet atelier.
Intervenant peu avant Ie Ministre de I'Agriculture et de l'Elevage, Ie Directeur de
l'USAtD, apres avoir rappele les grandes caracteristiques geo-climatiques et
humaines du Niger, a salue I'avenement du Code Rural nigerien qui devra pouvoir

l'
"assurer un acces equitable des populations aux ressources naturel/es et asecuriser
les agro-pasteurs dans leurs droits". " a ensuite fait remarquer qu'au Niger, "La

[

situation fonciere est caracterisee par une grande complexite des regles et
coutumes regissant les terres et les points d'eau. II a en outre souhaite que I'atelier
de Dosso puisse s'inscrire dans un processus long et methodique de sensibilisation,
de concertation et d'analyse des situations toncieres. Face aux aleas climatiques
qui constituent une contrainte majeure au Niger, la quietude dans la gestion
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rationnelle et equitable des ressources naturelles, exige un <cadre juridique
dynamique et evolu.vf devant amorcer un processus maitrisable de transformations
quantitatives et qualitatives, des conditions de production et d'existence des
populations a declare Ie Directeur de I'USAID. Et qu'a ce titre I'aide des USA dans
ce processus totalise deja 282 millions de francs CFA que I'USA/D a mis a la
disposition du SPCR entre 1986et 1993. " a en outre souligne que "cette aide
pourra se poursuivre, voire s'intensifier si necessaire au regard de I'interet tout
particulier que son pays et lui meme attachent a tout ce qui concourt au
geve/oppement durable et harmonieux du Niger, plus precisement aU Qjen etre de_
ses populations rurales et pastorales".

Pour Ie Ministre de I'Agriculture et de l'Elevage, qui a sa/ue I'heureuse
initiative d'organiser une tel/e rencontre, I'atelier de Dosso lui donne I'occasion
d'exprimer un double reconfort ; d'abord la situation generale de la campagne
agricole au 31 AoOt 1994 qui est tres satisfaisante et prometteuse, ensuite,
I'opportunite qui lui est ainsi offerte de pouvoir constater et apprecier I'etat
d'avancement de I'important dossier relatif a I'elaboration dans toutes ses
dimensions d'un Code Rural nigerien.

Apres avoir rappele a son tour, les graves problemes de .degradation continue
de nos ressources naturelles renouvelables et souligne les frequences de plus en
plus elevees des conflits sociaux relatifs aux modes d'acces aces ressources
naturel/es, Ie Ministre de /'Agriculture efde l'Elevage dec/are qu'i1s sont a ['origine
meme, de nombreuses retlexions et debats nationaux ayant amene les Autorites
nigeriens a decider d'entreprendre I'elaboration d'un Code Rural. II rappelle a ce
sujet que la premiere etape du travail du Comite National du Code Rural (CNCR) a
abouti a /'adoption de deux ordonnances 93-015 et 93-014 du 2 Mars 1993, fixant
respectivement les Principes d'Orientation du
Code Rural et Ie regime de I'eau.

A terme, Ie Code Rural prendra progressivement la place de I'ensemble desl
regles juridiques pre-existantes, ainsi que les principa/es tendances qui se degagent
en matiere de gestian et d'exploitation des ressources naturel/es en milieu rural, a
declare Ie Ministre de I'Agriculture et de /'E/evage.

II. PRESENTATION DU RAPPORT INTRODUCTIF PAR LE SECRETARIAT
PERMANENT DU CODE RURAL

Ce rapport est axe sur six points principaux ci-apres :

1°) Le processus d'elaboration du Code Rural: II a demarre en 1985 par la
constitution d'un Comite Informel de Retlexion sur l'Elaboration du Code Rural suivi
par la creation en 1986 d'un Comite ad'hoc charge de l'Elaboration du Code Rural.
Ce camite a ete erige en Juillet 1989 en Comite National du Code Rural avant pour
objectif de conduire une Retlexion devant aboutir a la mise en place d'un cadre_
juridique reglementant la gestion des ressources naturelle~



Les premiers textes de loi portant sur les Principes d'Orientation du Code
Rural et Ie Regime de l'Eau ont ete adoptes Ie 2 Mars 1993 par ordonnances N°93
015 et 93-014.

Dans Ie cadre d'une ,large information des differentes couches socio
professionnelles, if a ete cree une Commission Nationale de Reflexion du Code Rural
en Octobre 1993. C'est ainsi que 11 ateliers regionaux et plusieurs debats en
fran<;:ais et en langues nationales ont ete organises.

Dans Ie cadre de la mise en oeuvre des instruments juridiques qui ant ete
elabores, il a ete prevu la creation et I'installation de maniare progressive, de 57
commissions fonciares, dont 7 en 1994 ainsi que I'elaboration de schemas
'd'amenagements fonciers. Ces schemas seront elabores en relation avec les
collectivites atravers les secretariats permanents municipaux ou d'arrondissements
du Code Rural qui sont les organes permanents des commissions foncieres, charges
notamment de la gestion des dossiers ruraux.

2°) Le contenu de la loi fixant les Principes d'Orientation du Code Rural: II
prend en compte a la fois Ie droit coutumier nigerien, Ie droit islamique, les lois et
reglements fonciers coloniaux et actuels, auxquels il doit progressivement se
substituer.

Pour ce faire, iI renfc:"~:; .::.j";J~;~ :hemes majt:>urs :

,( . . d ,( p.)VI{ jScCUrisatlon es opcratJ.GR-B ruraux,
conservation et gestion des ressources naturelles,
organisation et administration du monde rural,
amenagement du territoire.

3 0
) Strategies de mise en oeuvre du Code Rural :

necessite d'une decentralisation veritable de pouvoirs et de ressources
afin de pouvoir rendre effective la mise en oeuvre du Code Rural.
C'est pourquoi iI est prevu au niveau du terrain, des structures locales
(SP/D, SP/A, SP/C, CF) pour la gestion fonciere;

Au niveau du Departement, Ie SP est charge de I'elaboration du
schema_ d'amenagements fonciers qui visera I'affectation des
espaces ruraux aux differentes activites rurales ainsi que les droits qui
s'y exercent;

Le travail du SP/D se fera en etraite collaboration avec les differents
SP/A et SP/Municipaux, qui sont des organes permanents des
commissions foncieres (CF), chargees quant a elles, de \a gestion du
Code au niveau des dossiers ruraux ;

Les dossiers ruraux se composent de deux documents :
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_ un document graphique d' ensemble de I'espace rural sur lequel
figure I'assiette des droits fanciers,
_ un fichier, constitue de fiches individuelles ouvertes chacune au
nom des titulaires des droits fonciers.

(
La mise en place des ~ommissions Fonciere..s (CF), chevilles ouvrieres
de la mise en oeuvre du Code Rural, elles disposent des competences
consultatives et d'un pouvoir de decision.
Dans Ie premier cas, leur avis est imperatif, sous peine de nuilite pour
toutes les questions relatives a la determination du contenu de la
"mise en valeur" des terres et la procedure d'elaboration des
concessions rurales pouvant conduire a I'acquisition d'un droit de
propriete sur les terres concedees.
Dans Ie 2e cas, elles ont compEHences pour proceder a la
reconnaissance et a "etablissement du contenu des droits fonciers.
Elles ont un pouvoir general de controle de la mise en valeur des
terres de I'Arrondissement ou de la Commune. elles peuvent
transferer a un tiers, ['usage de terre non mise en valeur.

4°) Les contraintes : Les plus importantes sont au nombre de 5 :

- delicatesse et complexite du sujet, compte tenu de la rarete de ressources
foncieres, devenant de facto convoitees par tous les acteurs ;

- Absence d'une veritable orientation politique nationale pendant la periode
d'elaboration des textes ;

- Nombre plethorique des membres du comite consultatif rendant difficile leur
mobilisation rE3guliere ;

- lnsuffisance des ressources humaines au niveau du Secretariat Permanent

- Difficultes de mobilisation des fonds ce qui engendre des ecarts dans la
realisation des activites programmees.

5°) Le programme d'action pour les 3 prochaines annees :

- renforcement des structures du Comite national du Code Rural par
I'actualisation des textes (un projet de decret et un projet d'arrete sont
actuellement dans Ie circuit) ;

- Officialiser la creation du Secretariat Permanent du Code Rural en tant que
structure d'execution du CNCR chargee de !'elaboration du Code Rural.
Celle-ci devant se faire par arrete, en precisant sa nature (etablissement
public, service public au projet) ;



- Consecutivement ~ cette disposition, prendre un autre arrete fixant la
composition des membres de I'equipe devant constitu~r Ie Secretariat
permanent du Code Rural en precisant les fonctions ;

- De merne, pour les SP/D, SPIA, et CF ces structures doivent etre creees
officiellement par textes reglementaires, determinant aussi leur composition;

- Elaboration des textes complementaires qui conditionnent d'ailleurs la mise
en oeuvre effective du Code Rural. Douze textes complementaires vont etre
elabores, dont 4 avant fin 1994 ;

- Installation des Commissions Foncieres ;

- Elaboration de Schemas d'Amenagement Foncier ;

- Creation d'un centre de documentation fonciere conformement a une
recommandation du seminaire de Guidiguir.

6°} Les acquis :

- La capitalisation des etudes de gestion des ressources naturelles ;

- Une plus grande prise en compte du foncier dans la conception des projets;

- Abandon de la pratique d'une reglementation au coup par coup avec Ie
cadre mis en place, la loi d'orientation.

L'expose du Secretariat Permanent a pris fin avec la presentation sommaire
de I'ebauche de l'Evaluation interne de la campagne de popularisation.

Les actions principales suivantes ant ete menees par la commission speciale
creee a cet effet :

- edition et diffusion massive de la loi d'orientation en franc;ais et dans toutes
les I~ngues nationales,

- Formation des principaux acteurs,

- tenue de 11 ateliers regionaux,

- tenue d'atpliers specifiques s'adressant a certaines associations
professionnelles d'eleveurs et d'agriculteurs.

La popularisation a debouche sur 33 principales suggestions et quatre axes
de recommandation emis ~ I'occasion des differents seminaires regionaux.
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Les documents presentes ont par la suite fait I'objet d'un debat avec en
preliminaire des questions pratiques et d'eclaircissement, notamment I'objectif du
seminaire. Les discussions de fond, ont souleve des questions jmportantes sur
lesquelles les reflexions doivent continuer au cours des travaux en commissions.
II s' agit principalement de :

- les questions institutionnelles dont Ie statut actuel du Secretariat
permanent du Code Rural ;

- La strategie amettre en place pour la recherche d'un financement durable;

- La possibilite de prise en compte des grandes interrogations soulevees lors
de la campagne de popularisation par les 12 textes complementaires qui
doivent etre elabores ; -

- La coherence entre l'Ordonnance 93-015 et la loi sur la decentralisation;

- La mise en place de mecanisme devant permettre une meilleure
coordination entre Ie Secretariat permanent du Code Rural et les autres
Projets et Programmes de developpement ;

- La formation des personnes impliquees a tous les niveaux.

III. DISPOSfTIF DU SUIVI-EVALUATION DU CODE RURAL PRESENTE PAR LE
LAND TENURE CENTER

Dans Ie cadre de I'appui qu'apporte Ie Land Tenure Center au Secretariat
E'ermanent a travers la SDSA II, un programme de suivi-evaluation est en cours
d'installation.
L'approche repose sur trois axes: I'identification des indicateurs, Ie mecanisme de
suivi des indicateurs et les niveaux d'intervention.

Par rapport-au foncier, certaines questions se posent : Quel dispositif mettre
en place? Quels sont les indicateurs qualitatifs et quantitatifs disponibles pouvant
aider a la comprehension de la problematique fonciere ? Comment utiliser ces
indicateurs pour appuyer Ie processus d'elaboration des textes complementaires du

.;.......--~

Code Rural?

Dans Ie cadre du Code Rural, nous observons deux formes de suivi
l'evaluation!suivi et Ie suivi!evaluation.

Le premier fait I'etat des lieux et permet de s'assurer entre autres que les
textes complementaires sont conformes aux problemes majeurs rencontres.

Le second suit la performance des institutions et la reaction des operateurs
ruraux. Ainsi, Ie dispositif s'appuie sur quatre themes principaux du Code Rural:
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- securisation des operateurs ruraux. A ce niveau la loi stipule qu'il n'y a pas
de hierarchie entre Ie droit ecrit et Ie droit coutumier ;

- Organisation du Monde rural. II s'agit I~ de I'evaluation du travail des
commissions foncieres ;

- Conservation et gestion des ressources naturelles. Ce suivi doit s'appuyer
sur Ie PNGRN et son dispositif de suivi/evaluation ;

- Amenagement du territoire ;

Les debats suscites par I'intervention, en plus des discussions ayant trait a
certains details sur les dispositions traditionnelles par rapport au foncier, ant porte
sur Ie choix d'un systeme de suivi approprie pour Ie Secretariat Permanent du Code
Rural a travers notamment I'identification :

_ d'indicateurs d'impact

des niveaux d'intervention

des mecanismes de suivi.

IV. ATTENTES ET CONTRAINTES DU CODE RURAL PAR lE LAND TENURE
CENTER

Le Land Tenure Center a ete associe au processus du Code Rural depuis
1986 et cela, de mani$re ponctuelle.

La demarche adoptee pour I'elaboration associe une approche juridique et
une approche socio-economique, tout en insistant sur une demarche participative
et decentralisee.

II peut, etre deduit qu'il est attendu du Code Rural, des mesures
reglementaires :

de portee nationale et d'applicabilite locale,

securisantes et incitatrices d'efforts productifs,

equitables et prometteuses d'une utilisation optimale des ressources
naturelles,

durables et souples pour fepondre aux differentes tendances socio
economiques.
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Apres Ie developpement qui a ete fait sur I'historique et I'avenir du Code
Rural a travers ses grandes options et les constats qui en decoulent il parait
judicieux d'orienter a court terme les retlexions sur les points suivants :

la propriete rurale,

la mise en valeur,

les contrats d'exploitation,

la hierarchie des droits.

V. PRESENTATION DES TRAVAUX DE RECHERCHE ET RECOMMANDATJON DES
ETUDES DE LTC

Depuis son implication au processus de mise en place du Code Rural, LTC
a eu a faire plusieurs contributions, et compte les poursuivre dans I'avenir. Au titre
de sa collaboration, I'institution a eu a formuler certaines recommandations qu'elle
juge utiles dans Ie cadre de I'elaboration des textes complementaires.

L'intervention a essentiellement porte sur des suggestions et des
recommandations :

- Les textes h~gl'slatifs (prrn.cipes..d'Orientation atJ..~·Code Rural et textes
complementaires devant suivre) doivent etre souples pour s'adapter a la
nature dynamique de la gestion du foncier. II doivent egalement etre
sensibles aux particularites locales;

- Les textes complementaires devront d'abord clairement detinir Ie role des
differentes hierarchies administratives et institutionnelles : Commissions
Foncieres, justice, Chefferie traditionnelle, administration;

- Le Secretariat Permanent du Code Rural a besoin d'stre plus etoffe compte
tenu des taches qui lui sont devalues;

- La representation de la population locale doit etre plus importante au niveau
des commissions toncieres ;

- L'elaboration des textes complementaires doit tenir compte de certaines
priorites pour repondre aux urgences, dont :

_ la definition des roles et de la composition des commissions
toncieres,
_ la definition du droit de propriete et du mode d'acquisition dans Ie
contexte nigerien,
- une reglementation de la resolution des conflits et de la
classification des niveaux de competences ;



_ une definition claire de ['integration de I'agriculture et de I'elevage
par rapport a I'utilisation des terres.

Les debats sur les deux exposes, ont permis de relever beaucoup de
preoccupations, notamment la prise en compte des lieux d'implantation des autres
programmes de gestion des ressources naturelles, pour la mise en place des
commissions foncieres pour une meilleures harmonisation des interventions.

VI. PERCEPTIONS ET ATTENTES DU MONDE RURAL NIGERIEN r LTC

Ce theme decoule des travaux de recherche entrepris au niveau des
structures et autorites traitant des conflits fonciers, notamment les tribunaux, les
sous-prefectures et les chefs de cantons.

La majorite des conflits observes gravitent autour des sujets suivants :.
- revendication de propriete ;

- Morcellemen~ des terres ;

- Limite des champs;

- Remise en cause des jugements et des conciliations.

La suite dc :';lllCI vCllliun a porte sur certains themes dont Ie contrale des
aires de paturage, Ie statut des terres amenagees et la gestion des terres des
cuvettes qui ont permis de mettre en relief, au cours de debats, Ie caractere
specifique de chaque region par rapport aux us et coutumes. De meme, Ie contenu
.de la propriete rurale a retenu I'attention des participants.

VII. EXPERIENCE DES fNTERVENANTS EN MILIEU RURAL: RAPPORT ENTRE LA
GESTION DES RESSOURCES NATURELLES ET LE CODE RURAL, PERSPECTIVES
D'AVENIR

Par rapport aux experiences qu'ils ont vecues sur Ie terrain, certains projets
ont eu a presenter des formes d'organisation et de gestion devant permettre une
exploitation rationnelle des ressources naturelles et pour lesquel/es les textes sont
insuffisants ou inexistants. La prise en compte immediate de ces preoccupations
par Ie Code Rural est tres sollicitee pour un meilleur accomplissement des actions
de developpement.

Les differents projets concernes sont :

Le Projet de Oeveloppement de )' Agro-foresterie et d'Amenagement
des Terroirs {PDAAT) de Oosso ;

L'Union Internationale pour la Conservation de la Nature (UICN) 
Amenagement de la roneraie de gaya ;
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Le Projet Energie II - Volet offre ;

Les attentes generales de ces differents projets se resument comme suit:

,,~...,.. ~.. -

Le Projet Integre Keita.

- Les textes regissant I'organisation du monde rural en associations, en \
Cooperatives ou en Groupements d'interets Economiques, ne donnent pas
toute la latitude aux populations locales pour s'organiser a des fins
lucratives.
Ces textes sont limitatifs pour permettre une gestion rationnelle des
ressources. C'est Ie cas de la roneraie de Gaya qui a une valeur potentielle
de plusieurs milliards de francs CFA. II est donc necessaire voire
indispensable de proceder desormais a de changements importants et
innovateurs dans I'elaboration des textes reglementant I' organisation et la
gestion du Monde rural ;

- Les communautes rurales doivent avoir une part de responsabilite de plus
en plus significative dans !'organisation de la police rurale. En fait, elles
doivent avoir la possibilite de sauvegarder elles-memes le:Jr patrimoine
commun et de pouvoir decider de son utilisation ou de ses differents usages.

.........: ................ ~ ..-.....- '. , : .." ,

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I



REPUBUQUE DU NIGER

MINISTERE DE L'AGRICULTURE ET DE L'ELEVAGE
Comite National du Code Rural

Secretariat Permanent

COMMISSION lit

TEXTES COMPLEMENTAIRES

Atelier Silan du Code Rural du 31 au 3 Septembre 1994

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

~,I£J,;).



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

2

INTRODUCTION

-
La Commission N°li composee de 11 membres dont la Iiste en annexe,

reunie danr la Salle de reunion du PDAAT, s'est penchee sur I'identification des
principes d'orientation du Code Rural, et I'elaboration d'un ordre de priorite de ces
textes.

Apres la mise en place de son bureau de seance compose de:

President: Salaou BARMOU

Rapporteurs: Aboubacar KASSOUKOYE

La Commission a procede a I'examen de la liste des textes complementaires
proposes par Ie Secretariat Permanent du Code Rural dans son rapport introductif
atelier bilan Oosso.
Ces textes complementaires proposes par Ie SIP du code Rural ont ete completes
par un autre texte portant sur Ie statut des groupements ruraux.

II. USTE DES TEXTES COMPLEMENTAIRES

- La mise en valeur

- Les terroirs d'attaches des espaces pastoraux

- Les amenagements realises par la puissance publique et les servitudes s'y
rattachant et Ie statut des terres de culture de contre-saison

- L'expropriation pour cause d'utilite publique

- Le dossier rural

- La faune '

- La peche et la pisciculture

- La propriete

- Les concessions rurales

- Les contrats d'exploitation

- La decentralisation et Ie statut des forets

- Les schemas d'amenagement fonciers
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- Les aires protegees

- La revision du Code Forestier (PM)

Apres avoir discute de tous ces points la commission a degage trois groupes
de priorite dans I'elaboration de ces textes.

Groupe I: "s'agit des textes deja mis en chantier par Ie Secretariat
Permanent du Code Rural.

- la mise en valeur,

- les terroirs d'attaches.

Groupe II: "s'agit la des textes specifiquement controles par I'equipe du
Code Rural.

- la propriete,

- Ie reglement des conflits sur les ressources naturelles,

- les amenagement realises par la puissance publique,

- I'expropriation pour cause d'utilite publique,

- les contrats d'exploitation,

- les concessions rurales.

Groupe III: C'est sont des textes qui ont vu un debut d'etude par d'autres
institutions de l'Etat:

- 1a faune,

- la peche et la pisciculture,

- la decentralisation et Ie statut des fOrE~ts,

- les aires protegees,

- la revision du Code Forestier,

- statut des groupements ruraux,

- dossier rural,

- schema d'amenagement foncier.
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CONCLUSION

Les textes complementaires doivent resoudre les questions posees et les
interrogations faites lors de la campagne de popularisation des principes
d'orientation du Code Rural.

La commission a egalement aborde et discute les questions lacunes des
principes d'orientation.
Elle n/a pas juge opportun de s'engager dans un processus de revision de cette loi.

Mais demande au Comite national du Code Rural de prendre en compte les
observations faites de la campagne de popularisation.

LA COMMISSION
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5. PROPOSITION DE PROJET DE DECRET PORTANT ORGANISATION~

AITRmurIoNs ET FONCfIONNEMENTS DES INSTITUTIONS CHARGEES DE
L~APPLICATION DES PRINClPES D~ORIENTATIONDU CODE RURAL

RAPPORT DE PRESJiNTATION DU PROJET DE DECRET PORTANT
ORGANISATION, A1TRlBUTIONS ET FONCTIONNEMENT DES INSTITUTIONS
CHARGEES DE L'APPLICATION DES PRINCIPES D'ORIENTATION DU CODE
RURAL

Le projet de texte ci-apres propose un cadre juridique destine a favoriser Ie
foncionnement des institutions chargees de l'application des principes d'orientation du Code
Rural.

En eifet, Ie livre II de l'ordonnance 93-015 du 02 mars 1993, cree un certain nombre
d'institutions.

Ces institutions ont pour objet l'administration et l'organisarion du monde ruraL Panni
ces institutions, nous reriendrons Ie comite national, les secretariats pennanents et les
commissions foncieres.

L'article 126 de l'ordonnance precite prevoit la reglementation de ees institutions quant
aleur organisation, fonetionnement et attributions par deeret.

Actuellement deux commissions foncieres tests et deux secretariats permanents
d'arrondissement sont installes aMaine Soroa et Mirriah. Apres un an de fonctionnement, leur
evaluation fait ressonir des difficultes d'organisation et de fonctionnement. Ces difficultes
sonr dues essentiellement au defaur de reglementation en la matiere. La generalisation de ces
institutions necessite prealablement que Ie comite national, les secretariats pennanents et les
commissions foncieres soient dotes d'un rexte les regissant.

Le present projet soumis traite du comite national, des secretariats permanents et des
commissions foncieres. En regroupant dans un meme texte ces trois institutions, nous faisons
ressonir leur interdependance d'une pan et la necessaire hierarachie devant exister entre eUes
d'autre part. '

Le Comite National charge de I'application des orientations

L'anicle 122 de I'ordonnance precitee l'a juste institue et Ie definit comme un service
public qui sera aide dans sa mission par les secretaires pennanents. Ses attributions sont
d'ordre general et relatives aI'application des principes d'orientation du Code Rwal.

Comme orga~e hierarchiquement superieur, c'est Ie Ministre de I'Agriculture qui en
assure l'autorite.

Les orientations d'ordre general donnees par la loi propose ceci dans Ie decret :

Composition:

Neuf (9) membres sont proposes dont six nommes par les ministres impliques dans
I'application de la Loi d'orientation. Les trois autres membres, c'est a dire Ie Secretaire
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General de l'Agriculture, Ie Secretaire General de I'Association des Chefs Traditionnels et Ie
Secretaire Permanent National sont membres d'office compte tenu du role qu'il doiventjouer.

On constate ace niveau que les groupes ruraux ne sont pas impliques compte lenu du
caractere administratif de I'organe. Cet organe fonctionne comme un conseil d'administration
qui controle et se prononce sur les activites, les orientations et Ie respect des principes
d'orientation degages par la loi et que les secretaires permanents sont obliges de respecter par
l'intermediaire des commissions foncieres. Le Secretaire General de I'Agriculture supplee Ie
Ministre de l'Agriculture pour presider la commision. Ce choix est fait en raison des
observations firites par les tecbniciens lors de I'evaluation des deux commissions tests. En
effet, Ie Ministere doit etre implique dans l'application du Code Rural. En associant Ie
Secretaire General., nous pensons que I'objectif sera aneint. Pour renforcer cette presence et
pour une concertation reelle, des reunions periodiques sont prevues avec les cadres
departementaux de I'Agriculture, de l'Environnement, les secretaires permanents et les
bailleurs de fonds.

Enfin, Ie comite se doit d'informer sous fonne de rencontres periodiques les Ministres
de I'Agriculture et de I'Environnemeot.

Les secretariats permanents

ns sont consideres comme I'organe administratif ades degres differents soit du comite
national., soit des commissions foncieres.

Ainsi, ~1)!1~ :!vc~s ~~~s degres de ~r.~cc des secretariats permanents.

Le premier degre est Ie niveau national. nest denomme Secretariat Permanent National.
Les principes d'orientation du Code ne I'oot pas prew, mais nous estimons qu'iJ est
oecessaire sinon indispensable car les membres du comite national ne sont pas permanents. Le
Secretariat Permanent National va servir de support administratifau Comite National.

Enfin, ce niveau national sera charge de coordonner les activites du nIvcau
departemeotal et constituera W1 observatoire national de la reforme fonciere.

Les attributions du secretariat pennanent national sont clairement definies e! permettent
de degager des objeetifs precis aatteindre.

De ces attributions sont tirees les justifications des services acreer. Auss~ pour ne pas
avoir une pletbore de cadres atemps plein, possibilite est donnee au secretaire pertrulnent de
prendre des consultants pour une mission precise.

Le second degre des secretariats est Ie niveau depanementaL Les secretariats
permanents departementlux sont prevus par la loi Leur attribution d'ordre general est Ia
confection du schema d'amenagement foncier et Ie suivi des orientations du depanement en
matiere de developpement rural. Le fait de creer cette structure aupres du Prefet, permet de
percevoir direetement Ie lien hierarchique qui doit exister. Aussi, c'est dans I'organisation du
travail et du traitement des donnees et surtout dans Ie mode de designation du Secrctaire
Permanent que Ie lien organique entre Ie niveau national et Ie niveau depanemental se penj:oit.
C'est de la mise en oeuvre de cette proposition qu'on verra !'efficacite et corriger Ies
insuffisances. Les difficultes rencontrees pour creer un mecanisme de fonctionnement viennent
du fait que Ia Ioi n'a pas ete precise. 11 a ete tenu compte des observations des cadres
techniques lors de revaluation pour faire une proposition de profil et de duree pour assurer Ia
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stabilite du secretaire permanent. Vne combinaison d'interventions dans la nomination du
secretaire permanent pennettra 8 ce demier de cemer les relations d'ordre hierarchique Ie liant
aux trois personnalites associees 8 son choix.

Le troisieme degre est Ie niveau de J'arrondissement.

Le secretariat pennanent d'arrondissement est ]'organe technique et administratif de Ia
commission fonciere. De sa bonne organisation et de son bon fonetionnement dependra Ie
travail de la commision fonciere.

Les criteres et Ie mode de designation du secretaire sont les memes que ceux du
departemental.

US commissions foncieres

Bien que la loi ait prevo la composition des commissions foncieres, ]es observations de
ceux charges de les faire fonctionner nous obligent 8 proposer un reajustement. C'est ainsi
qu'un juriste non magistrat et relargissement de la representation des groupes ruraux adeux
membres sont proposes. Aussi, la nomination personneUe des chefs de service n'el;( pas
detenninante pour la commission fonciere.

Pour Ie fonctionnement des commissions foncieres, beaucoup de details ont ete donnes.
En effet, certains aetes accomplis par ]a commisssion peuvent constituer Ie point de depart de
Ia preuve d'un droit sur ]e foncier. C'est pour cela, sans pour autant avoir la pretention
d'organiser a traver:; les presentes dispositions Ie regime du droit foncier ruraL nons
annon~ons que nous n'avons pas trouve de meiJIeur mecanisme juridique d'enregistrement des
terres que ce]ui prevo par Ie decret du 26 juilJet ]932 portant reorganisation du regime de la
propriete fonciere en Afiique Occidentale Fran~aise (A.O.F.). Ce mecanisme est bon et nous
I'avons adapte .3U fonctionnement que ]es commissions foncieres sont supposees avoir en
tenant bien siir compte des donnees de revaluation de ceIJes qui fonctionnent.

Vous trouverez de maniere detaillee :

- ]a procedure d'enregistement des teTTes, c'est a dire qui peut enregistrer, comment
declarer un fonds de terre. que] fonds de terre peut-on declarer, comment ]a commission va
proceder a I'enregistrement, en cas de contestation comment faire, enfin qui va trancher ]cs
Iitiges ;

-les formalites proprement dites de J'enregistrement, c'est 8 dire que doit-on ecrire dans
Ie registre, comment tenir ce registre et les dossiers ruraux, ]e nombre de registres aouvrir.

En adoptant une procedure simplifiee, nous pensons securiser Ie monde rural.

Telles sont les grandes lignes et ]es justifications du present projet de texte.
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PROJET DE DECRlT PORTANT
ORGANISATION, ATIRIBUTIONS
E:T FONCfIONNEMENT DES
INSTITUTIONS CHARGEES DE
L·APPLlCATJ9N DES PRJNCIPES
D·ORIENTATION.

CHAPITRE I. : DU COl\IITE NATIONAL

Article] : Le comite national institue par rordonnance 93.015 du 2 mars 1993 est compose
de 9 membres :

- 6 membres nommes par:

Ie Ministre charge de l'agriculture et de I'elevage

Ie Ministre charge de l'hydraulique et de I'environnement

Ie Ministre charge des Finances et du Plan

Ie Ministre charge de I'amenagement du territoire

Ie Ministre charge du genie TUral

Ie Ministre de la Justice (legislation civile)

• sont membres d'office: Ie secretaire general du Ministere de l'agriculture, Ie
secretaire permanent national et Ie secretaire general de rAssociation des chefs traditionnels.

Le secretaire general du ministere charge de l'agriculture supplee son ministre pour
presider Ie comite national.

Article 2 : Le comite national est un sen;ce public. II est charge de la vulgarisation et du SUM
de l'application de l'ordonnance nO 93-0]5 du 2 mars 1993 fixant les principes d'orientation
du code TUral. n est appuye dans sa mission par Ie secretariat permanent national

Article 3 : Le ~omite national se reunit periodiquement sur convocation du president pour:

- fixer annuellement les objectifs du secretariat permanent national et son budget de
fonctionnement

- statuer sur Ie programme annuel d'acth,;tes du secretaire pennanent national

- se prononcer sur Ie rapport aonuel d'activites du secretariat permanent national

- examiner tout projet de texte portant application de la loi d'orientation

- se prononcer obligatoirernent sur les schemas d'amenagement foncier departementaux
avant leur soumission pour adoption

- se prononcer sur toute question d'importance certaine pour la mise en application de
la loi d'orientation
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- se pronoDcer sur tout projet d'envergure nationale relatif ades amenagements agro
sylvo pastoraux au bydrauliques.

Article 4 : Le comite national se reunit a la fin de chaque annee avec les cadres
dcpartementaux de l'agriculture, de l'environnement, les secretaires pennanents
dcpartcmcntaux et d'arrondissement et eventuellement les bailleurs de fonds.

Cette reunion tient lieu de concertation en vue de la fixation de nouveaux objectifs pour
rannee aveniT.

Article 5 : Le comite national tient les Ministres charges de J'agriculture et de
l'environnement informes de ses activites sous forme de rencontres periodiques.

Chapitre II. :.DES SECRETARIATS PERMANENTS DU CODE RURAL

Du Secretariat Permanent National

Article 6 : n est cree aupres du Ministre de J'agriculture et de J'elevage un Secretariat
Permanent National.

Article 7 : Le Secretariat Pennanent National a pour mission:

- la preparation des reunions du comite national et la redaction de ses rapports ~

- la coordination des activites des secretariats permanents departementaux et ceux
d'arrondissement ;

- la gestion administrative et financiere du secretariat permanent national ~

- la preparation du budget du Secretariat Permanent;

- de faire des propositions de recherches de financement a soumettre au Ministre de
J'agriculture et de J'elevage ;

- l'claboration des projets de tex1es complementaires du code rural;

- la conservation nationale des fichiers du foncier rural;

- la creation d'un centre de documentation et d'une banque de donnees sur Ie foncier
rural ~

- Ie suivi et revaluation des commissions foncieres.

Article 8 : Le Secretariat Permanent National comprend les servtces centraux et les
secretariats pennanents departementaux et d'arrondissements.
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Section J. Des sen,,'ces centrall.--= du Secretariat P~rmanentNational

Article 9: Le secretariat pennanent national comprend les services centraux suivants :

- Ie secretariat

- Ie service de la legislation

- Ie service administratif et financier

- Ie service suivi et evaluation des commissions foncieres

- Ie service de la conservation nationale du fichier du foncier rural

- Ie service de la documentation et de banque de donnees sur Ie foncier rural.

Article 10 : Le secretariat pennanent national est dirige par un secretaire permanent national
nomme pour 3ans par decret pris en conseil des Ministres sur proposition du Ministre de
l'agricuJture et de l'elevage.

Article 1I : Le Secretaire Pennanent peut se faire assister de consultants temporaires ou d'un
bureau d'etudes specialises.

Article 12 : L'organisation et les attributions de chaque service seront fixees par arrete du
ministre de tuteUc.

Section :!, p!.' S~,."';''!rl:1t Permanent l'ipartemental

Article 13 : 11 est cree aupres de chaque prefet un secretariat pennanent depanemental.

Article 14 : Le secretariat pennanent est dirige par un secretaire pennanent departemental
nomme pour 3 ans par Ie Ministre de ragriculture sur proposition du prefet en conccrtation
avec Ie secretaire permanent national.

Le secretaire permanent departemental doit etre un haut cadre experimentc ayant des
connaissances en developpement rural.

Le salaire, les indemnites et autres a\'antages seront pris en charge soit par rEtat, soit
par la coUectivite" dont if releve.

Article 15: Le secretariat pennanent departementaJ a pour mission:

- Ie contrale et la coordination de la gestion des ressources naturel1es du dcpartemcnt ~

- )a realisation des etudes d'impact pour l'elaboration du schema d'amcuagement
foncier du departement ;

- I'enquete puhlique prealable aI'elaboration du schema d'amenagement foncier ;

- l'elaboration du Schema d'Amenagemcnt Foncier ;

- la coordination et la synthese des activites des secretariats permanents d'arrondisscment
ou de commune et la transmission des rapports au secretaire permanent national;
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• la coordination au niveau departemental des aetivites des commlsSJons foncieres
d'arrondissement en collaboration avec les secretaires permanents d'arrondissement ;

• la gestion administrative et financiere du secretariat permanent departemental ;

• la convocation de reunions periodiques de concertation sous la presidcncc du prefet
avec l'ensembJe des cadres techniques du departement impliques dans la gestion des
ressources naturelJes ;

• l'archivage au Dlveau departemental des fichiers du foncier rural de chaque
arrondissement .

Le secretaire pennanent propose au prefet I'ordre du jour des reunions de concertation.

Article 16 : Le secretariat permanent departemental comprend les services ci-apres :

- Ie secretariat

• Ie service d'amenagement foncier et d'enquete publique

• Ie service d'archivage des fichiers fonciers du departement

• Ie service d'informatisation des donnees foncieres du d6partement.

Article 17 : Toute demande d'autorisation administrative d'utilisation de l'espace rural et
d'acces aux richesses agricoles, sylvicoles et pastorales, est prealabJement traitee par Ie
secretaire permanent.

-
Les autorisations doivent etre confonnes au schema d'amenagement foncier du

departement.

Section 3. Du Secretariat Permanent d'An-ondissement

Article J8 : n est cree aupres de chaque sous-prefet un secretariat permanent
d' arrondissement ou de commWle.

Article 19 : Le secretariat est dirige par Wl secretaire pennanent Derome pour 3 ans par Ie
Ministre de ragriculture sur proposition du sous-prefet en concertation avec Ie secretaire
permanent national.

Le secretaire pennanent d'arrondissement doit etre un cadre e"..perimente ayant des
connaissances en developpement rural.

Article 20 : Le salaire, indemnites et autTes 8\'antages seront payes soit par l'Etat, soit par la
coHectivite dont il reh~ve.

Article 21 : Le secretaire permanent d'arrondissement a pour mission:

• la gestion administrative et financiere du secretariat permanent;

- l'etablissement et la conservation des dossiers ruraux de J'arrondissement ;
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- de contn1>uer 8 I'elaboration du schema d'amenagement foncier au mveau
departemental ;

- d'apporter I'appui necessaire 8 l'accomplissement et 8 I'execution des taches de la
commission fonciere ;

- la redaction des rapports d'8ctivites et de reunions de la commission fonciere et leur
transmission au secretariat pennanent departemental.

Article 22 : Le secretariat permanent d'arrondissement est l'organe administratif et technique
de la commission fonciere. II comprend les services ci-apres :

- secretariat

- service de l'amenagement foncier

- service de l'enregistrement des fonds de terre et de la tenue du dossier rural
d'arrondissement.

Chapitre III. : DES COMMISSIONS FONCIERES

Section J. Attributions et Composition

Article 23 : n est cree aupres de chaque sous-prefet une commission fonciere chargee:

- d'assurer Ie contTi)l~ et la mise en valeur des ressources natureUes de J'arrondlsscrr.cr.t ~ .

- de proceder ala delimitation et aI~nregistrement des fonds de terre ruraux ;

- de I'etablissement d'un document graphique de l'ensemble de respace rural de
rarrondissement ;

- de participer aJ'elaboration du schema d'amenagement foncier du departcment ;

- de determiner l'assiette de chaque droit et de fixer Ie montant des indemnites en cas
d'e>.:propriation pour cause d'utilite publique ;

- de fixer Ie prix d'acquisition des teITes amenagees qui font I'objet d'une procedure de
preemption; .

- de donner son avis sur toute question relative aI'orientation de la politique fonciere de
la colleetivite territoriale teUes que Ie contenu de la mise en valeur, les procedures de
concessions TUrales, les contrats d'ex-ploitation ;

- de decider du caractere definitifdes concessions TUrales ;

- de decider du transfert i un tiers de I'usage des terres non mises en valeur.

Article 24 : Les commissions foncieres seront instaJlees dans chaque arrondissement en
fonction des possibilites financieres de rEtat et des collectivites.
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Article 25 : Les commissions foncieres sont composees teIJes que prevues par l'articIe 118 de
I'ordonnance 93-015 du 2 mars J993.

Toutefois:

- )es chefs de services pouo-ont se faire representer par leurs collaboratcurs ;

- Ie service de I'alphabetisation et de Ia formation professionneJle sera represente ;

- un juriste non magistrat composera la commission;

- la representation des agriculteurs et des eleveurs peut etre elargie adeux par groupe
rural.

L'autorite administrative determinera les conditions d'election des representants de
chaque groupe rural.

Section 2. Du fonctionnement des commissionsfoncieres

Paragraphe J. De Is procedure d'enregistrement des terres.

Article 26 : Les droits fonciers ruraux sont constates par J'enregistrement des fonds de terre
ruraux non batis au registre tenu a cet effet au secretariat permanent d'arrondissement.

Chaque fonds de terre enregistre doit etre materialise sur Ie document graphique de
l'arrondissement.

Article 27 : Peuvent enregistrer leurs droits :

1°) Ie proprietaire, alors meme que sa capacite est restreinte aux seuis actcs
d'administration

2°} Ie coproprietaire charge de I'administration des biens indivis

)0) Ie titulaire d'un des droits reels enumeres ainsi qu'j) suit et avec Ie cautionnement du
proprieuire : I'usufiuit, les droits d'usage, les contrals de longue duree (a partir de lOans), Ie
droit de superficie, les servitudes, les contrats par lequel Ie debiteur donne au creancier la
possession de son bien avec faculte d'en percevoir les fruits jusqu'a paiement total de la
creance

4°) Ie tuteur, administrateur ou curateur d'un incapable ayant rune des qualites ci
dessus.

Article 28 : Sont seuls susceptibJes d'enregistrement, Jes fonds de terres ruraux non batis.

Article 29 : Tout enregistrement doit eIre precede d'une declaration au registre prc\'u a cel
effet.

La declaration porte sur les mentions suivantes :

- I'origine de Ia propriete ou du droit

- les nom el prenoms, qualite et domicile, etat civil
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- description du fonds de terre ainsi que des constructions et des plantations qui s'y
trouvent, avec indication de sa situation

- tout renseignement juge utile par Ie declarant.

Le declarant signe ou appose son empreinte conformement aux usages. La declaration
est une simple forma]ite administrative de recensement des terres supposees mises en valeur ;
acet eifet, elle n'a aucune force probante.

Article 30 : Le domaine public restant imprescriptible, tout enregistrement qui aurait pu etre
fait au nom d'un particulier est nul de plein droit.

Article 31 : Avant de proceder it l'enregistrement, ]a commission fonciere s'assure :

1°) de l'identite des parties; l'identite est garantie par t'autorite coutumiere presente, les
temoins presents ou par ]a production des actes publics ou de decisions judiciaires ;

2°) de ]a capacite ;

3°) de ]a disponibi]ite du champ ~

4°) du droit du disposant.

Article 32 : Si la verification r~'e]e I'absence ou l'insuffisance de run des elements
mentionnes ci-dessus, la commission refuse ]a delimitation du fonds de terre et
renregistrement. Proces-verbal est dresse dans leque] le ~,.~~,;, .. ir,. :,~rmanent fait conndtre ]es
causes du refus de ]a commission.

Article 33 : Pendant ]e delai de 30 jours prevu pour l'information du public et des parties,
toutes personnes interessees peuvent intervenir pour refuser l'enregistrement asavoir :

]0) par opposition, en cas de contestation sur l'existence ou l'etendue du droit de
propriete du requerant ou sur les limites du fonds de terre;

2°) par demande d'inscription, en cas de pretentions elevees a I'exercice d'un droit recl
susceptible de figurer dans Ie dossier rural.

Ces oppositions ou demandes d'ins~ription sont faites soit par voie de declarations
orales. recrues par ]e secretaire permanent d'arrondissement, soit par ]cttres adressees au dit
secretaire et transcrites par ses soins sur ]c mcme registre.

Les declarations et lettres ci-dessus ~ecifiees doivent contenir l'indication des noms,
prenoms, domicile des intervenants, ]es causes de )'intervention.

Article 34 : Sont admis it intervenir par voie d'opposition ou de demandc d'inscription :

]0) en leur nom propre, toutes ]es pcrsonnes declarees aptes aenregistrer leurs fonds de
terre;

2°) au nom de ces memes personnes, leurs creanciers ;

3°) au nom des incapables, outre leurs representants ]egaux., leurs parents, allies ou
creanciers et Ie Procureur de la Republiquc ;
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4°) au nom des absents, leurs mandataires, ou, a defaut, leurs parents, aUies ou
creanciers, Ie Procureur de la Republique pour les biens vacants.

Article 35: Aucune opposition ou demande d'inscription n'est recevsble apres J'expiration du
delai de 30 jours.

Toutefois, lorsque la delimitation D'aura pu etre faite dans Ie delai fixe a I'article ci
apres, les personnes interessees et qui auront ete reguIierement cODvoquees conserveront Ie
droit de fonner opposition i J'enregistrement jusqu'i la cloture des operations de dlHimitation
qui doit etre porte aleur connaissance.

Article 36 : L'operation de delimitation des fonds de terre a lieu chaque trois mois.

Article 37 : A chaque operation, la commission fonciere fait proceder, par I'un des geometres
assermentes rattaches au secretariat pennanent ou ala commission fonciere, i la dlHimitation
des fonds de terre aenregistrer.

Article 38 : Les dates fixees pour les delimitations doivent etre portees i la connaissance du
public I mois al'avance au moyen :

]0) de trois avis transmis aux fins de publication dans les points d'eau pastoraux
importants, dans les marches de 1a region ou se trouve situe Ie fonds de terre, et d'affichage a
la sous-prefecture ;

2°) d'une invitation adressee au sous-prefet d'avoir aassister ou ase faire representer
pour defendre ]es interets·de I'administration ; .

-
3°) d'nne invitation adressee par J'intennediaire de ]'administration aux chefs

coutumiers concernes d'avoir i assister i Is delimitation;

4°) d'invitations personnelJes transmises directement ou par voie administrative:

a) au declarant du fonds de terre;

b) au proprietaire du fonds de terre si]a declaration n'est pas faite par lui;

c) achacun des proprietaires limitrophes nommes de s'y trouver presents ou de
s'y faire representer par un mandataire reguJier.

Les pieces justificatives de I'accomplissement de ces diverses formalites restent
annexees au dossier de la procedure

Article 39 : La delimitation est effectuee ala date fixee par Ie geometre designe aeet effet, en
la presence de deux ou trois membres de la commission fonciere, du declarant ou son
representant, si ce D'est pas lui qui a requis I'enregistrement, du representant de
l'administration, du chef coutumier et, autant que possible, des proprietaires riverains darnent
convoques.

Cette operation comporte ex-pressernent la reconnaissance des limites par bornes ou
clotures et 13 constatation de racquiescement donne par les interesses a la consecration
definitive des dites Jimites.
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Si des contestations s'e]event entre ]e declarant et run des proprietaires riverains, et si
elles ne peuvent etre reglees par ]e representant de l'administration et ]e chef coutumier, au
moyen d'une entente amiable entre les parties, la parcelle litigieuse est dlmmitee et bomee sur
Ie terrain et indiquee sur Ie plan, a toutes fins uti]es.

Article 40 : Seance tenante, ]e geometre dresse un proces-verbal faisant connaitre :

1°) les jour et heure de I'operation ;

2°) les noms et prenoms et qualites, avec rappel de sa prestation de serment ;

3°) Les noms, prenoms et qualites des assistants, avec indication des motifs de leur
presence;

4°) ]a declaration que ]es mesures prescrites en vue de la publicite ont ete regulierement
prises~

5°) ]a description des limites reconnues avec mention de la longueur des cotes, chacun
des sommets du polyg('lne fonne par ]e terrain etant designe par un numero d'ordre ;

6°) l'enonciation sommaire de la nature et de la consistance du fonds de terre;

7°) la description des parcelles specialement delimitees a raison d'une contestation;

8°) ]a mention relative a ]a signature du proces-verbal par les assistants ou leur
incapacite de signer.

Ce proces-verbal, apres cloture, est signe par ]e geometre redacteur et par tous les
assistants ]ettres.

Article 41 : Le proces-verbal de delimitation, aussitot apres cloture est remis par ]e geometre
au secretaire pennanent qui re]eve au registre des oppositions, pour valoir comrnc telles, ]es
mentions relatives aux contestations ele\'ees sur Ie terrain.

Article 42 : Des reception du proces-verbal de delimitation, Ie secretaire permanent procede,
si tout est regu]ier, arenregistrement du fonds de terre sur ]e registre prb.'u acet eifel.

Article 43 : Dans ]e cas contraire et si I'examen du registre special fait ressonir I'ex;stence
d'opposition ou de demande d'inscription, I'enregistrement n'est fait qu'autant que ]e
declarant rapporte mainlevee de toutes les dites oppositions et demandes ou declare y
acqulescer.

A cet eifet, une copie de chacwle des mentions inscrites au registre des oppositions lui
est notifiee par les soins du secretaire pennanent au fur et a mesure de leur inscription.

Article 44 : La main]evee consiste en une renonciation formelle emanant des auteurs des
oppositions aux pretentions par eux emises.

L'acquiescement etablit I'accord complet des parties sur I'etendue et Ie mod~ d'exercice
du droit ainscrire. Cet accord ne met fin au litige qU'a ]a condition de ne porter atteinte ou
prejudice aaucun droit reconnu ades tiers dans la declaration.
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Article 45 : Des que Ie declarant a fait connaitre au secretaire permanent son refus
d'acquiescer aux pretentions des intervenants et J'impossibilite d'obtenir la mainlevee amiable
de leurs oppositions ou demandes d'inscription et, au plus tard, un mois apres l'achevement
de la procedure, Ie dossier constitue est transmis soit i J'sutorite coutumiere soit i 18
juridiction administrative du lieu de la situation du terrain pour etre traite conformement aux
articles 149 et )50 du titre III de I'ordonnance 93-015 du 2 mars 1993 portant principes
d'orientation du code rural.

Article 46 : Apres reglement des litiges souleves par Ies interventions au moyen d'une
conciliation de t'autorite coutumiere ou d'un jugement ou arret devenu definitif, Ie dossier de
I'affaire est retourne au secretaire permanent soit avec Ie proces-verba) de conciliation dont
modele est defini par la commission fonciere soit avec une e>:pedition de la decision judiciaire
et, s'il y a lieu, d'un certificat negatifde recours delivre par Ie greffier en chef de la juridiction
competente.

Article 47 : Des reception des pieces, Ie secretaire pennanent procede al'enregistrement du
fonds de terre sur Ie registre prevu a cet effet apres rectification du bomage et du plan s'il ya
lieu.

Toutefois, l'enregistrement ne peut etre accorde qu'autant que les droits du declarant
n'ont re~u, du fait de la sentence, aucune modification de nature a rendre la declaration
inacceptable dans les termes ou eUe a ete conlj:ue.

Paragraphe 2. De la formalite d'enregistrement des terres. Des registres et dossiers•

•:"-, -"'~.' '"':~",:!. \.:'l~.·

: Article 48 : 'L'enregistrement sur les registres du foncier rural comporte :' . ._ __.. _-,'

1°) I'inscription au registre des depots d'une mention constatant I'achevement de la
procedure;

2°) I'inscription au dossier rural;

3°) la redaction des bordereaux anal)1iques ;

4°) la mention sommaire des divers droits au fichier du dossier rural;

5°) retabIisscment d'une attestation adeli\Ter au declarant;

Article 49 : L'attestation d'enregistrement constitue devant les juridictions nigeriennes Ie
point de depart unique de tous les droits reels existant sur Ie terrain au moment de
r enregistrement.

Article 50 : Toute action tendant it la revendication dOUD droit reel non n&vele en cours de
procedure est irrecevahJe.

Article 51 : Les personnes dont les droits auraient ete leses par suite d'un enregistrement ne
peuvent se pourvoir par voie d'action reelle mais seulement en cas de dol, par voie d'action
pcrsonnelle en indemnite.

Le domaine public restant toutefois imprescriptible, tout enregistrement qui aurait pu
en ctre faite au nom d'Wl particulicr est nunc de plcin droit.

. .
'.
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Article 52 : n est institue dans chaque commune ou arrondissement un dossier rural
comprenant deux documents distinets :

• un document graphique d'ensemble de I'espace rural sur lequel figure I'assiette des
drcits fonders ou la nature de chaque droit

- un fichicr constitue par les fiches individueUes ouvertes chacune au nom du titulaire
des droits. L'identite complete du titulaire doit etre portee sur la fiche.

Le secretaire permanent est charge de la conservation des dossiers ruraux.

Article 53 : Le secretaire permanent etablit pour les archives, W1 dossier comprenant :

1°) les pieces de la procedure d'enregistrement ;

2°) Ie plan definitifdu fonds de terre;

3°) la sene des bordereaux analytiques successivement etablis ;

4°) les actes et pieces analyses.

Article 54 : Les seeretaires permanents d'arrondissement tiennent les registres ci-apres :

1°) Ie registre de declaration des fonds de terre;

2°) Ie registre d'enregistrement ;

3°) Ie re:;::!re des oppositions;

4°) Ie registre des depots d'aetes aenregistrer ;

5°) Ie repertoire des titulaires de droits reels et la table, par fiches individuelles mobiles
dudit repertoire.

Article ~~ : Le registre des oppositions et Ie registre des depots des actes a enregistrcr sont
arrctcs chaquc jour, par Ie secretaire pcmlancnt d'arrondisscmcnt, a I'hcurc de la fcmlcturc
des bureaux.

Le registre d'enregistrement est tenu en double exemplaire et, des achcvement, run
d'eux est transmis"au depot des archives nationales aNiamey.

Article ~6 : Les registres enumeres ararticle 54 sont cotes et paraphcs, avant tout usage, par
Ie juge de paix de J'arrondissement.

Article 57 : Les prefets, les sous-prefets, les inspecteurs d'Etat, les inspecteurs des finances,
les Procureurs Generaux pres les cours d'Appel, Ies Procureurs de la Republique pres les
tribunaux, les juges de paix peuvent, chacun dans leur ressort, demander personnellemcnt Ia
communication, sans deplacemcnt, des registres des secretariats permanents d'arrondisscmcnt.

Ces fonetionnaires et magistrats pcuYcnt, en outre, obtenir par cent et gratuitemcnt,
communication des renseigncmcnts consigncs aux differents registres et dossiers ruraux.
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Paragrapbe 3. Des regles geoerales de maDutention des registres.

Article 58 : Les divers registres enumeres al'artic1e 54 sont tenus sans grattage, surcharge ni
interJigne : toute rature, s'jJ y a lieu, est faite au moyen d'un trait fin, avec approbation en
marge ou ala fin du texte.

Toutes Jes ecritures necessitees pour I'execution des formalites requises sont faites aIa
main, al'encre noire; exceptionne)]ement les copies des pieces et attestations peuvent etre
etablies aIa machine aecrire.

Article 59 : Tout document delivre par Ie secretariat permanent doit porter Ia signature du
secretaire permanent accompagnee du sceau officiel de son service.

Article 60 : Sont abrogees toutes dispositions contraires au present decret.

Article 61 : Les Ministres charges de l'agrlculture et de l'elevage, de l'amenagement du
tenitoire, des Finances et du Plan sont charges chacun en ce qui Ie concerne de I'application
du present decret qui sera publie au journal officiel de la R6publique du Niger.
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1. INTRODUCTION

1.1 Overview

1.1.1 Background

In the context of reviewing the proposed strategy for USAID's assistance to Niger,
concerns were raised regarding the approach to stimulating economic growth. Specifically,
A. I.D./W expressed reservations about the potential sustainability of promoting economic growth
in the rural sector by targeting the informal rural producers.

The basic questions raised by A.I.D./W was two-fold: first, is there reason to believe that
the rural sector in Niger can grow at a rapid pace in the near term, and second, if growth can
take place, is enough being done to remove real supply constraints on growth in the agricultural
sector, such as arable land, access to affordable technologies, and adoption of improved land use
and natural resource management (NRM) practices?

A TDY assignment was carried out in Niamey in early June, 1995, by Ms. Elena Shirley
(of the MSI PRISM Project for USAID/PPC/CDIE). As part of her terms-of-reference (TOR),
she was charged with assisting the Program Office in providing cursory analysis of issues
regarding Strategic Objective 2 (S02: increase market access for rural people, mainly by their
use of local financial services), which were expressed by A.I.D./W during the CPSP program
review. One of the recommendations from this TDY was that the assessment to appraise the
growth potential of the rural sector in Niger will need to take into account not only the efforts
currently underway under S02, but also those constraints on growth addressed under Strategic
Objective 3 (S03: increase adoption of practices for conservation and productive use of natural
resources). The consultant also suggested and USAID/Niger agreed that another assessment
team member be added to look at the relationships between land tenure and land use
management strategies and increased access to investment capital and agricultural inputs and
technologies in the rural sector.

This report, jointly prepared Dr. K. Christophersen (lRG) and the assessment agricultural
production specialist team member, Joe Tabor (U of Arizona), addresses the linkages between
S02 and S03. The report is both fully integrated as Annex B in the overall assessment report
and submitted to USAID/Niger separately through ASDG II. It addresses key issues related to
S03, such as tenurial security, increased investments in NRM practices, intensification of
agriculture, crop diversification, and their linkages to S02. It also includes analyses of how
these factors need to interact to generate a healthy and sustainable rate of growth in Niger's rural
sector.
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Dr. Christophersen, funded under USAIDlNiger's Agricultufal Sector Development
Grant, 2nd phase (ASDG II), worked with the assessment team in Niger during the August 10
- September 2, 1995 period to collect information and prepare the draft report. Mr. Tabor was
funded through KPMG-Pete Marwick. An additional two person-weeks was provided in the
U.S. for both consultants to complete the analysis and integrate the results into the overall
assessment report..

1.1.2 Improved Use and Conservation of Agricultural Resources

Niger's capacity to increase crop production is technically very high. Whereas millet and
sorghum yields now typically reach 300 - 400 kilos per hectare, research results at ICRISAT,
INRAN, and elsewhere have demonstrated repeatedly that crop yields can be increased 10
fold-up to three tons per hectare with proper management and the addition of critical inputs
such as organic and chemical fertilizer, pesticides, and natural resource management (NRM)
interventions. The problems are rooted in a myriad constraints (discussed in detail elsewhere
in this report) that are less related to the biological and physical capacity of the natural resource
base to produce food than they are to the cultural/social and economic obstacles.

The GON and the donors are all well aware of these constraints and have been addressing
.. tb.~ i"sues at differlf"T'.t levels. Over the past several years, GON efforts and JVilor-;lUiued
pr~grams in the ab~-iculture and natural resources (ANR) sectors have cuiminated In the
development ofa policy framework for rural development in Niger (Sous-Comite Developpement
Rural, no date). This framework focuses on the development of appropriate policies and
legislative action in five broad areas:

1. Natural resources management (gestion des ressources naturelles-GRN),
2. food security
3. decentralization
4. availability of credit
5. intensification and diversification of agricultural and livestock production.

Donors currently active in the ANR sectors are all focusing on these major areas of
priority as clearly evidenced in the similarities of their objectives, goals and purposes (see also
Table 1.1 for a summary overview of other donor activities). USAID's S03 portfolio, for
example, clearly reflects adherence to the overall policy framework through the Agriculture
Sector Development Grant II Project (ASDG II), Disaster Preparedness and Mitigation Program
(DPM), the Africa-wide Famine Early Warning Systems Project (FEWS-a Washington-based
project), AGRHYMET (regional data collection and research center for agricultural hydrology
and meteorology) and support of US and Niger-based non-governmental organizations (NGO).
USAID's support of the Africare project in Goure and the Peace Corps African Farming Systems
Initiatives project also promotes NRM interventions at the micro level.

2

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

\\\\ DRAFT \\\\

ASDG II is working closely and effectively with the Rural Code seeking to promote the
establishment of additional Commission Foncieres (land tenure offices) in each arrondissement.
The project is also continuing to work on decentralization, improved access to information, NGO
support through small grants and training, increased access to credit, and is working closely with
the Cellule de Gestion des Ressources Naturelles (CGRN)-all highly prioritized issues by both
the GON and USAID/Niger (see Strategy Paper-1995 and the efforts of the recent Results
Package teams-1995). The project has focused on policy reforms that affect natural resource
management through support of the Land Tenure Center work with the Rural Code. DPM is
providing support to the GON's Systeme d'Alene Precoce who is developing its relationship
with the numerous ministries and agencies. USAID's support of AGRHYMET helps provide
valuable information for researchers (for example, data upon which to develop climate prediction
models, and GIS-based information upon which to design sociological and NRM surveys).
USAID's support of NGOs and the Peace Corps (e.g., Care, CLUSA, Africare, ASDG II's and
DPM's grants program) directly improves the lives of Nigeriens. It also provides field level
monitoring of economic growth, NRM, and changes that are affected by national policy.

Whereas concrete results from all of these ongoing efforts may sometimes be difficult to
discern or measure, it must be recognized that the issues are very complex and time consuming
to resolve. There are no quick technical fixes, instead all proposed solutions must be subjected
to lengthy and detailed negotiations betv"een different stakeholders. The process of needed
policy reform and legislative action is wen underway, however, and the GON has made
substantial progress in consolidating the issues, setting the priorities, and mobilizing their own
and donor resources to address them as effectively as possible. The results attributable to the
investments made by one donor, therefore, often cannot be clearly distinguished from those
attributable to others. All donors now address basically the same issues through slightly
different approaches and with more or less generous budgets.

Progress on policy reforms last year was excellent when compared to progress made in
the past. The GON satisfied conditions for disbursement for ASDG II Tranches IA and IB, and
the Tranche IIA Conditions Precedent are nearly satisfied. Specific policy achievements in 1994
include (Mission API Report, 1994):

• The Rural Code drafted two (and began work on a 3rd) of the 17 specific laws
needed to fully implement the Code (which was passed in March, 1993). Two
pilot Commission Foncieres (Land Tenure Commissions) were established in two
arrondissements with funding from DANIDA. The Rural Code was translated
into four local languages and a broad campaign was conducted to inform rural
communities about the content of the Code.

• Donors (particularly USAID, the French, DANIDA, and The World Bank) are
coodinating their efforts with respect to implementing the Rural Code.
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• GON's Sub-Committee for Rural development will act on the recommendations
made by a USAID study on decentralization by undertaking the necessary reforms
to provide a legal basis for community NRM committees.

• The Celulle de Gestion des Ressources Naturelles (CGRN) has been accepted by
the GON and the donor community as the focal point for strategic NRM planning,
coordination, and implementation in Niger. Efforts are currently underway to
develop a national NRM plan, in coordination with the National Environmental
Action Plan (NEAP).

Given these encouraging developments, albeit too slow in coming in the minds of some,
USAID's stated strategy with respect to S03 is clearly on the mark, at least with respect to
recent policy reform efforts. S02 and S03 will not be achieved, however, unless there is a
substantial increase in agricultural production, as will be demonstrated in the analysis below.
In its present form, S03 focuses more on conservation than on production, as reflected in the
emphasis on NRM technologies that primarily affect degraded lands (e.g., soil and water
conservation techniques, agroforestry, etc.). The S03 language refers primarily to forestry 3
to lover agriculture, in sharp contrast to the titles of USAID's activities (7 references to
agriculture and 1 to forestry). Range and livestock are hardly mentioned at all. The shrub lands
of Niger are important, indeed, especially fOi ;ud au~ ;v';~e!, but they wiii 110t drive Niger's
economy. For these reasons S02 and S03 are not as strongly linked as needed.

The challenge at this point is to considerably speed up the process by which Niger can
begin to show solid production and economic growth in the agricultural sector. The most
important priority in this context is to link key S02 and S03 elements to unleash: (i) the
capacity to increase food production to at least keep pace with a rapidly expanding population
(S03), and (ii) promote the development of micro-enterprises in association with the increases
in food (staple and cash crop) production (S02). With respect to S03, the mandates of ongoing
projects can and should be adjusted to reflect a stronger emphasis on agricultural production on
active farm land. This, in turn, also means that the process of policy reforms and legislative
actions flagged iI). the Sous Comite Developpement Rural Report (Principes Directeurs d'une
Politique de Developpement Rural Pour Ie Niger) must gather a much stronger momentum.

USAID, of course, is not alone in its NRM focus as indicated in Table 1.1 listing the
activities of other donors. The World Bank's proposed NRM Project (PNGRN) will certainly
affect agricultural policy and economic growth in Niger. During the first phase (5 years) it will
work in 380 communities in five districts and affect approximately 270,000 people. It will
address many of the constraints on agricultural production and economic growth. DANIDA's
support of the first two test Tenure Commissions (Commission Foncieres) has raised important
issues that USAID should consider in its upcoming support for additional test commissions.

4
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Table 1.1: NRM-Related Activities and Donor Involvement

Activity Direct Donor Involvement

Agricultural extension World Bank, IFAD (FIDA); Netherlands
Agriculture FED
Agriculture markets Canada; Norway; Netherlands
Animal husbandry FAC;FED
Apiculture France (AFVP)
Cereal banks Norway; PAM
Cotton Norway
Decentralization FED
Environmental education Netherlands
Fisheries FED;GTZ
Forest management FAO;GTZ;UNDP(PNUD)
Forestry SOS Sahel; Norway
Fuelwood conservation World Bank; DANIDA
Integrated pest management GTZ
Irrigation management WB (in preparation); FAC; FED; BAD
Natural resource management World Bank (in preparation); Switzerland
Peppers Canada
Rural Code DANIDA
Rural development Italy
Rural infrastructure PAM
Soil and water conservation IFAD(FIDA); FED; GTZ
Village territory management FAC; SNV
Water management SNV; UNDP (PNUD); Switzerland
Well management France (AFVP); DANIDA; FED; GTZ; Japan
Wildlife management FED
Women in development Norway

Source: SDSA II, 1995

1.1.3 Approach

This study attempts to provide rough orders-of-magnitude estimates of the extent to which
crop yields for millet, cow peas, and peanuts could increase as major production constraints are
gradually removed over time. These constraints (discussed in detail in Section 2.3 below)
include: (i) land tenure, (ii) access to credit, (iii) physical access to chemical fertilizer
(phosphates and urea), (iv) access to markets, and (v) access to extension services!. Since
production increases are largely a function of: (i) the interventions successfully extended to the

1 Many other related and non-related constraints are discussed in detail in the main assessment report.
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farm population, and (ii) the physical availability of inputs needed for the technical packages
extended, the study is limited to the analysis of the most promising iriterventions generically
applicable in widely different ecological zones. These include water harvesting techniques, the
application of organic and chemical fertilizer, animal traction, integrating trees into the farm
landscape, and shifting from traditional fallow to managed fallow.

A necessary condition, of course, is that the interventions must make fmancial sense to
the farmers, otherwise participation will not likely be enthusiastic. The first task, therefore, is
to carry out farmer perspective financial analysis of the interventions on a per hectare basis. If
the interventions are financially feasible, the second task is to aggregate the resulting crop yield
increases over an area sufficiently large to produce the quantities of food needed to accommodate
an estimated 3.3 percent increase in population. Both production extensification (gradually
bringing traditional fallow areas back into production if needed) and intensification (intensifying
production on currently active farm fields) are considered in the analytical framework. The
latter solution is favored so as to avoid the seemingly endless land use conflicts between
livestock herders and farmers. Extensification, however, will certainly be needed in the long
run to keep pace with the rapidly growing population.

An analytical spreadsheet model (Lotus 123r4) was developed for purposes of this study.
The model is sufficiently generic to be applicable to many different agricultural development
scenarios ranr;jn~ f",.,., ..... ,,!~w to rapid intr:.iuction of (up to six different) natural resource
management ~~m.~.~~ :li~":l vc;l1tions. All iupul assumptions and results are presented in tabular
format. The model has three dimensions: (i) farmer perspective financial analysis-whether the
proposed interventions make financial sense to the participating farmers; (ii) aggregation of per
hectare results over the area needed to meet the demands over time for millet, cowpeas, and
peanuts; and (iii) estimation of the Government of Niger's (GON) and donor investments needed
to accommodate the aggregation process. All per hectare and aggregate financial results are
expressed in net present value (NPV) and internal rates of return (IRR) terms2

• The model only
intends to provide rough orders-of-magnitude estimates of crop yield increases on typical farm
areas in the northern and southern regions of the country. There was not sufficient time nor
budget to develop the analytical framework in sufficient detail to accommodate a much finer
breakdown of different land categories and farming systems in Niger.

To the extent possible, the assumptions pertaining to: (i) crop yield increases, and the
synergetic effects of combining interventions, (ii) total crop production, (iii) arable and actively
farmed land, and (iv) crop prices and production costs, are based on documented information.
Other key assumptions are introduced as input variables rather than as documented information,

2 The criteria for feasibility are that the NPV is equal to or is greater than 0 and that the IRR is equal to or
greater than the opportunity cost of capital. The opportunity cost of capital can be defined as the rate of return
investors can reasonably expect from a composite of similar investment opportunities associated with the same risk
level.
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such as the price elasticity of demand for the different crops and the rate at which traditional
fallow land is brought back into production in response to increases in demand. The yield
increases assumed in the base case of the study are relatively modest compared to those
attainable under research conditions.

The model projects crop production increases over time as if the major inputs are made
available when needed. This assumes that the major tenure problems are being gradually
resolved, credit is available, new markets are developed, physical inputs (fertilizer and
insecticides) are available, and the extension service is growing to accommodate an increasing
number of participants. All of these constraints are currently being addressed in a major way
by several donors as discussed above (including USAID through ASDG II and other S03
activities) and there is substantial reason for long-term optimism. The analytical framework is
also designed to demonstrate what will likely happen over time if the proposed development
scenarios analyzed here do not take place. The differences between doing nothing (continued
degradation of the resource base and declining yields) and implementing the improved
interventions are very large indeed, as will be demonstrated in later chapters.

1.2 Climate

The word sahel, Arabic for shore, implies a dynamic environment. With each wave of
annual rainfall, climatic data shows longer cycles of change (e.g., every 10-20 years; Todorov,
1985), much like changes of the sea level with periodic tides. There are even much more
extreme cycles that are on a geologic time scale, evidence of this is old sand dunes in Nigeria
and giraffe petroglyphs in the Sahara desert. This climatic variability resonates throughout the
annual cycles of biological and human systems in Niger.

Inadequate rainfall most often gets the major blame for the variability of Niger's
agricultural production. 3 Small surpluses are produced during high rainfall years (particularly
when the rains come early) and deficits appear during low rainfall years. Donors have provided
Niger with grain to cover the deficit years (Table 1.2). This practice, of course, reduces the
incentive to invest in agriculture since it distorts grain prices and hurts producers with a surplus.

Table 1.2: Food Aid for Niger

~,--Y_e_ar .....I_F_o_od_(_T_on_s_) ~

3 Production may be more dependent on early rains (more fields planted)
than the total amount of rain during a year.
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1990 30,258
1991 65,060
1992 9,678
1993 31,198

Source: Systeme d'alerte precoce et de gestion des catastrophe

Temporal and spatial rainfall variability are also high in Niger and each requires different
coping mechanisms. Farmers have adapted to temporal variability through storage and savings.
They address spatial variability by planting widely spaced fields (to increase the probability of
getting enough rainfall on at least some of their fields) to hedge their investments (McCorkle et
at., 1988). The GON must also accommodate spatial variability on a regional scale. For
example, 29 percent of Niger receives 250-600 mm of annual rainfall while only nine percent
of the country receives above 600 mm (World Bank, 1994a). The 600 mm and above falls on
the less productive areas of the Dosso and Tillabery Departments. Table 1.3 shows temporal
rainfall variability statistics for major towns in Niger. The minimums, maximums, and
coefficients of variation4 are more important for developing management strategies than are the
means.

Table 1.3: Rainfall Statistics of Major Towns in Niger for the period 1931-1990..
n:oeffjd'~nt OfMaximum Minimum

Station (mm) Mean (mm) (mm) Variation (%)

Agadez 216 115 40 35
Filingue 609 348 135 32
Tahoua 582 369 206 27
Tillabery 698 393 197 31
Zinder 659 404 220 26
Bimi N'Konni 642 477 289 21
Maradi 730 491 283 29
Niamey 813 545 319 22
Dosso 710 549 230 24
Gaya 1041 797 476 17

Source: Slvakumar et at., 1993

4 Coefficient of variation (CV) is a measure of relative variation, defined as: standard deviation divided by
the mean. It is often presented as a percent.
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2. MANAGEMENT TO INCREASE PRODUCTION AND REDUCE VARlABn..ITY

2.1 Agriculture

According to Batiano (1995), fertility, not rainfall, is the major constraint on Nigerien
agriculture. Low soil fertility causes a plant (crop, forage plant, or tree) to use water
inefficiently. Fertilizer significantly increases yields without increasing the plant risk to drought
if the proper amounts of nutrients (primarily nitrogen, phosphorus, and potassium) are applied
(Payne, 1995). Nigerien farmers, however, use an average of 23,000 tons of fertilizer annually
(van der Linde et al., 1994) or only 3.2 kg/ha of cultivated land (western European farmers use
around 300 kg/ha). The big consumption areas for fertilizer are the southern parts of Maradi
and Zinder Departments, irrigated perimeters, and dry season, irrigated gardens in Diffa, Dosso
and Tahoua Departments (van der Linde, et al., 1994).

Several studies evaluating the profitability of applying chemical fertilizers conducted
before the 1994 devaluation of the CFA franc showed discouraging results (Eid, 1989; SOMEA,
1992). Because of the devaluation, however, the economics of fertilizer application has
improved (as will also be demonstrated in the analysis below). The value of additional grain
produced from fertilization and the relatively low cost of Taboua rock phosphate compared to
imported fertilizer have made fertilizer application feasible for Nigerien farmers.

Based on data from the FAO fertilizer trials (Eid, 1989) Niger should expect at least a
30 percent increase in millet yields by applying 100 kg of triple super phosphate per hectare (20
kg of phosphorus/ha or 241 kg of simple superphosphate/haS) if annual rainfall6 is greater than
250 mm. The high variability of the data (19-152 percent yield increase) shows that there are
significant factors other than phosphate fertility levels that also need consideration. ICRISAT
data also confirms these results (Bationo, 1995). Phosphate fertilizer has a long residual effect,
up to five years in Nigerien soils (Bationo et at., 1990) which means that subsequent
maintenance fertilization will require smaller amounts to achieve similar yields. Also phosphate
fertilizer is safe to apply and there is no risk of "burning" the crop.

Bationo et al. (1990) found that finely ground rock phosphate from Taboua gives the
same yield response as Nigerian single superphosphate (comparison by unit weight of material)
when they were applied on acid soils (Chien, 1995)-the condition of most soils used for millet
cultivation in Niger. Despite this finding, however, farmers generally do not prefer it because:

5 Conversions based on Bationo et at. (1990) and are presented to give a general idea of amounts needed.
Phosphate equivalency between materials and yield responsiveness are much more complicated than presented in this
report.

6 Annual rainfall is a crude but convenient method to represent water stress on crops.
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(i) the powdered rock is more difficult to apply than imponed granulated forms, and (ii) the
Taboua phosphate is not readily available in local markets. The extent of Taboua rock
phosphate reserves has not been studied nor has the range in quality of harvested phosphate
nodules. The Taboua samples that were studied have high content of iron and aluminum oxides
that prevents the usual increase in availability that acidulation7 offers. Soil surveys by Gavaud,
1965 through 1975, and other scientists at ORSTOM show that there is a wide distribution of
soils high in phosphate in the Taboua region. This suggests that further prospecting in the area
is needed. Also, the present price of Taboua phosphate (25 FCFA/kg) is set by Centrale
d'Approvisionnement and may not reflect what the price would be from a functioning mine.
The phosphate reserves in Park W near Tapoa do not provide as large of a crop response as the
Taboua rock unless acidulated (Bationo et at., 1990). In addition, a soon to be signed
international program for wildlife habitat conservation will discourage exploitation of the Park
W phosphate reserves (Price, 1995).

2.2 Livestock

Livestock8 production is a major economic aCtiVIty providing significant economic
benefit9 to Nigerien farmers, herders and the GON. The livestock population estimate for 1994
was 3.1 million Tropical Livestock Units (> 10% margin of error), or roughly equivalent to 2
million heads of cattle, 3.75 million sheep, 6 million goats, 375,000 camels, and 500,000 horses
and donkeys. The World Banle (~~~~) ':;;;6b.::ts that expk,it.it;.:m of the rangelands in the
northern pastoral zone exceeds the edIfying l:apaclty of the land due to insufficient herd mobility
caused by a gradual change of herd ownership (from pastoralists to investors or traders) and
security problems in the north. Studies of plant populations in the pastoral zone over the past
10 years confirm the overstocking by showing the disappearance of valuable forage species (e.g.,
cram cram, Cenchris biflorus) (Maidaji, 1995).

Approximately 10 to 20 percent of the Nigerien cattle is still owned by nomadic pastoral
communities of the Fulani and Tuareg lO who spend the entire year in the pastoral and agro
pastoral zones. Forage quality is low from March to July but its limited availability becomes
a major problem after February. Water is also a problem. In a dry year, total biomass
production is on!y 60 percent of that of a normal year. In 1984 when half the cattle died,
biomass production was not more that 30 percent of normal (World Bank, 1994a).

7 Phosphate rock is treated with acid, usually sulfuric acid, which usually make the phosphorus more
available to the plant. This simple process is a potential Nigerien industry.

8 Cattle, sheep, goats, donkeys, horses, camels, chickens, guinea fowl, ducks, rabbits, and swine.

9 Food, skins & hides, savings instrument, traction, and social sta::Us.

10 No reliable data exists (World Bank, 1994a).
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Extension of technologies to encourage destocking (e.g., meat drying and salt curing),
especially after poor rainfall years will encourage better market development. Pastoralists and
farmers also need alternatives to livestock as instruments of savings to encourage them to
destock, especially after poor rainfall years.

Pastoralists need access to Nigeria and southern pastures during the cropping season.
Agricultural expansion is cutting off passageways to southern rangelands. Farmers receive little
discouragement from expanding onto traditional range lands. In some areas farmers cultivate
"trap fields"l1 to reap a portion of heavy fmes levied against pastoralists by local authorities
(Maidaji, 1995).

2.3 Constraints

Many agricultural practices have been developed to improve Nigerien food production
and conserve the resource base. However most of these practices have failed to override social,
institutional, market, and labor constraints-most of them related to risk. The high level of risk
requires a high return on investment. Risk haunts nearly every management decision of a
Nigerien: highly variable rainfall; one of the highest infant mortality rates in the world; insecure
land tenure and usufruct for many; use of livestock as one of the more secure instruments of
savings; poorly developed markets; and high unemployment. Left unsupported, progress made
in resolving one constraint will be offset by lack of progress in the others.

Agricultural research and extension in the past have largely concentrated on production
agriculture that would require more purchased inputs than used in traditional agriculture. Most
farmers, however, continue to practice low investment agriculture-minimizing the use of
purchased inputs-by opting to expand onto pasture lands or decrease their fallow periods. If
good rains continue farmers will likely continue to expand further into the agro-pastoral zones
as they did north of Zinder during the first half of this century when rainfall was abundant,
unless credit is made available to allow farmers to increase the use of purchased inputs
(Delehanty, 1985).

Competition for resources will also increase conflicts between farmers and pastoralists
unless land tenure concerns are resolved. When higher authorities address conflicts between
farmers and pastoralists, the decisions usually favor the farmer (Lund, 1993). Project personnel
working with Rural Code issues notice that farmers have the political will to resolve resource
tenure conflicts with other farmers (i.e., in regions composed of just farmers). However, they
also notice that farmers lack political will to resolve conflicts in agro-pastoral regions (i. e. ,

11 A fanner cultivates a small, isolated field in traditional rangelands in the hope he can catch a
pastoralist's livestock damaging the crop. Fines imposed by authorities on the pastoralist can be costly.
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where agricultural expansion is a coping strategy) (Moestrup, 1995; Wild, 1995).

Although Niger is praised for having one of the best primary networks of paved roads
in West Africa, the majority of farmers lack adequate access to markets because secondary roads
are not in any condition to facilitate the marketing process for production in excess of
subsistence. Transportation may soon become a critical constraint to sustainable economic
growth.

With respect to S03, the major "umbrella" constraints briefly discussed here include
tenure, the availability of credit, extension services, and physical inputs such as organic and
chemical fertilizer and pesticides, adequate access to markets, and availability of labor. Each
are briefly discussed below in the context of the analytical framework developed for this study.

2.3.1 Tenure

Security of tenure is the sine qua non of successful NRM investments, and is critical to
the success of the proposed interventions12

• Without it, people will have little incentive to
participate in the proposed schemes. Farmers may want to apply fertilizer and other physical
inputs, reclaim unproductive land through water harvesting, plant trees etc., but will be reluctant
to do so if their tenure is insecure. Local communities and farmers clearly recognize the risk
of fIJt1.!~~ rl~~;'f)ssessionof the~r !"ented or borrowed farm fields as was clearly demonstrated by
Hopkir.5, B("t'Jj and Gruhn (~995). The less secure the farmers are with respect to their land
holdings, the less prone they will be to practice any kind of improved NRM.

Substantial progress is currently being made in Niger with respect to the tenure issue.
The principal text of the Rural Code (1993) has been drafted and is currently being field tested
in the rural areas by way of workshops and dialogues between stakeholders (ASDG II is very
much a part of this process). The next step is to tighten the basic principles of the Rural Code
into legislative texts to be passed into law by the GON. Once passed, conflict resolution within
the context of the legal framework will be the major responsibility of the Commission Foncieres
(land tenure offices) to be established in all 36 arrondissements and 21 communes. Progress in
this area has been painfully slow-only two such offices have been established to date with
support from DANIDA. It is anticipated, however, that USAID will help establish another five
or six Commissions Foncieres with support through ASDG II, and that Belgian Aid will fund
the establishment of yet another five or six in the near future. It is fully anticipated that all 57

12 Secure tenure does not have to be in the form of private property ownership, as in the West, or through the registry of
formal titles to the land or trees. Attempts to inpose patterns of resource use different from local tradition based upon the criteria
developed at "the top" rather than at the village or regional level, may trigger a misallocation of resources. Historically, African
households have cooperated in systems to manage both private and common property resources (forests, rivers, pasturesl in ways not
based on the principles of Western prcperty o'o\,'nership. Competition for the shrinking resources is closely correlated with a rapid
increase in population and persistent economic stagnation. The "tragedy of the convnons" (Hardin 1968) is very much in evidence on
the pasture land and in the natural forests where common property resource rules are disputed and resources are overused.
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land tenure offices will be staffed and functioning within the next five -years.

For purposes of the analyses below the areas targeted for agricultural production
increases should be those where the land tenure problems are least evident. This will include
areas with relatively high proportion of land in traditional fallow where land use conflicts are
less severe than in the areas where the reverse is the case.

2.3.2 Credit

The availability of credit is another important "umbrella" constraint addressed in much
greater detail elsewhere in th~ overall assessment report. Farmers will certainly need access to
credit in order to procure the physical inputs they need (chemical fertilizer and insecticides) to
buy in local markets, to pay herders for tethering animals on their farm fields and for renting
animal traction for plowing and/or weeding. The analysis assumes that credit will become
increasingly available over the next 10 years. Areas currently well endowed with credit
availability should be targeted first to be followed by other areas as new credit institutions are
being established.

2.3.3 Extension

The availability of extension services is critical. Farmers are not easily convinced to
change from traditional farming methods unless they are clearly shown the how-to's and the
benefits they are likely to receive from doing things differently. Subsistence-level farmers are
typically risk averters and will be prone to continue with the traditional farming methods unless
the promise of substantially higher yields by changing their ways is clearly demonstrated. The
analytical framework developed for this study will gradually increase the number of farm
household participants over time in accordance with some prespecified targets. As the number
of participants increases it is assumed that extension services will also be made available to
accommodate the participants.

2.3.4 Availability of Physical Inputs

The availability of physical inputs such as chemical fertilizer (phosphates and urea) and
insecticides is perhaps the least problematic in the future of the constraints discussed here. In
the present, however, the constraint is real-fertilizer is very scarce and costly. The major
prerequisite to making such inputs available is access to credit. Farmers are well aware of the
potential crop yield increases attributable to the application of fertilizer and insecticides and
would buy the inputs if they had the fmancial means. Until credit is made increasingly
available, the markets for bought agricultural inputs will remain too small to attract the traders.

2.3.5 Market Access

13
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The vast majority of donor-funded activities in the ANR sectors have, in the past, focused
mostly on the production side-increasing the production of crops, trees and improving the
quality of livestock in the country. Less emphasis has been placed on what happens to the
commodities once they have been produced-the markets. The most recurrent theme among
farmers after several years of asking the same questions in different contexts and for different
reasons is the difficulties farmers have in marketing their products. First, they are price takers
rather than price makers-they must accept the prevailing market price, usually low since
harvests occur roughly at the same time and markets are quickly saturated. Second, farm fields
located relatively far away from the paved roads or from local weekly markets often lack the
means to transport their products either to pickup points for the trader trucks or to the local
markets.

On the first point, an important addition to donor funded project should be the provision
of appropriate training in marketing, management, and accounting. The challenge is to transfer
some of the control over prices from the buyers to the sellers by way of arranging meetings
between them for the purpose of negotiating contracts on product quality, quantities to be
transacted, prices, and when deliveries will occur. Management and accounting expertise will
be needed to ensure that the contract stipulations are respected. On the second point, the
availability of credit to invest in charettes or other means of transportation is, again, a critical
factor.

2.3.6 Availability of Labor

The success of any NRM intervention will always be limited to the availability of labor.
Even if all the other constraints are successfully resolved, the labor constraint will continue as
a major limiting factor. Under traditional farming systems, the entire farm household is fully
occupied on their fields during the farming season. Extending activities that require additional
labor during this busy time period, therefore, will be difficult. Over time, however, the labor
constraint will be gradually relieved somewhat as the population grows, yet not to the full extent
of the overall population growth since the urban growth rate far exceeds the rural. Activities
requiring additional labor input during the off season will certainly be easier to extend. In the
analysis presented below, all interventions are introduced slowly and incrementally, particularly
those that require additional labor input during the farming season.

Specific examples of individuals farmers or entire villages that have overcome these (and
other) constraints are best discussed in the context of donor-funded projects. When a project
is present, farmers will typically cooperate, largely because of the incentives offered. The
German-funded Projet Agro-Sylvo Pastoral (PASP), for example, has a high rate of farmer
participation because: (i) extension workers are provided to give technical advice, (ii) the project
provides a tractor to build water harvesting dikes and small ditches in the pasture areas to
promote fodder production, (iii) the project provides a truck to transport rocks to the farm fields
to build contour dikes, etc. Average crop yields are substantially higher than they were before

14
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as a result. It remains to be seen what will happen after the project has ended. USAID's Forest
and Land Use Project at Guesselbodi also provided incentives: (i) technical assistance and
training, (li) salaries for workers (considerably higher than salaries Nigerien institutions would
pay), etc. Workers hired included guards to keep livestock out of the recently harvested areas
for a period of at least three years, and workers to carry out silvicultural treatments in the
degraded areas to restore the vegetation. The management plan was followed during the project
period and farmers, woodcutters, and herders appeared to cooperate. After the project,
however, the situation quickly reverted back to the way it was before-little has changed. The
farmer/herder conflicts re-emerged, the management plan is not followed, and guarding the
cutover areas has been suspended for lack of funds (Christophersen et al, 1993).

Most projects will have similar incentives that will attract participation. Agreements are
reached between farmers and herders and other stakeholders through village level dialogues and
local conflict resolution sessions, all under the auspices of projects which may be well designed
and carried out by highly competent professionals. Technical assistance and training are
provided, farmers participate and the economic well-being of the target region increases. All
of the characteristics of a successful project may be present. The missing ingredients, however,
are the policies and clearly defmed legal statutes that should ideally accompany the
implementation of field projects. Farmers and herders may agree to cooperate and temporarily
suspend their conflicts if the project provides the incentives for them to do so. Farmers will also
invest in and improve their farm fields despite insecure tenure if they are temporarily protected
by the presence of a project. Unless such agreements are established through policy
accompanied by clear legal statutes, however, pre-project situations will soon re-emerge after
the project has ended.

It is precisely for these reasons that the GON's current efforts to promote the
- establishment of the Rural Code through legal channels and the efforts on the other policy axes

discussed above are so important. Projects implemented after these major policy issues have
been resolved should be much less complex because tenure problems will largely have been
resolved, credit will be available, and farmers will be able to purchase all inputs needed without
subsidies. In this respect again, USAID's SO 3 is on the mark in its support through ASDG II
of the GON policy agenda, particularly the Rural Code and the establishment of the
Commissions Foncieres.
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3. EVALUATION OF SELECTED NRM PRACTICES

3.1 Land Area and Farm Household Targets for Improved NRM Practices

This chapter specifies the key economic and biophysical assumptions associated with
selected NRM practices: (i) water harvesting, (ii) organic fertilizer, (ii) chemical fertilizer, (iii)
animal traction, (iv) managed fallow, and (v) field trees. Beginning with the land area and farm
households targeted for land improvement schemes, the assumptions are summarized in Table
3.1.

Table 3.1: Target Land Area and No. of Participating Households

Land Elig. % Ha's Hal HHs # HHs
for NRM Total Target HH Tar- Receive
Improv. 's Ha's Ha/HH # HHs for Imp. Imp. get Exten.

North 9,270,000 23.1 400,500 75% 17.4 85% 340,425
South 5,730,000 13.6 422,750 75% 10.2 85% 359,338

Note: HH denotes households. Each HH consISts of eIght mdividuals on the average (for both
north and south).

3.1.1 North

The north zone of this analysis is the agro-pastoral zone that occurs in the Sahelian
bioclimatic zone. Annual rainfall ranges between 250 and 400 mm on average and is highly
variable (often by as much as 30 percent). Agricultural expansion onto traditional fallow land
is the most rapid in this zone causing persistent and long-lasting conflicts between farmers and

- pastoralists. The area is bordered by the pastoral zone to the north and agricultural zone to the
south.

3.1.2 South

The south zone is the agricultural area located in the Sahelo-Sudanian bioclimatic zone.
Annual rainfall ranges between 400 and 900 mm and is moderately variable (up to 20 percent).
Agricultural expansion onto traditional fallow in this area is nearly impossible because there is
little traditional fallow left. The only realistic option left to increase production is through
intensification which is beginning to happen to some extent. Farmers are beginning to apply
some chemical fertilizer and pesticides, although not yet in significant amounts to affect
arrondissement level production statistics (Le., yield decreases from continued extensive farming
onto the remaining traditional fallow area offset the yield increases associated with increased
yields from intensive farming).
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3.1.3 Farm Households

The third column shows the average number hectares owned per household which is the
basis for the estimate of the total number of farm households in both regions as indicated in
column four. The fifth column shows the percentage of the average land holding per household
targeted for improvement. If 75 percent of the average holding of 23.1 million hectares in the
north is the target, this means that 17.4 hectares will be improved per farm household as
indicated in column six. The target number of farm households (85 percent) is set in column
seven, translating into the total number of households to receive extension services over the 10
year period. These variables are used in the model as calibrating mechanisms to equate supply
and demand in response to population increases. A high population growth means higher
targets.

3.2 Economic Assumptions

The economic assumptions relating to the discount rate and the extent to which prices and
costs are likely to change (increase and/or decrease in real terms in the future) are summarized
in Table 3.2.

Table 3.2: Economic Assumptions
I

Assumptions Farmer Perspective Aggregate' ..".. '"

Discount rate 30 % 15 %
Price appreciation rate 0% 0%
Cost appreciation rate 0% 0%

3.2.1 Discount Rate

Two discount rates are used in the analysis-one to reflect the perspective of the
individual farmers, and the second to reflect the perspective of the GON. The relatively high,
farmer perspecti~e discount rate of 30 percent is assumed to reflect the su~sistence-Ievel farmer's
natural aversion to risk. As stated by French (1979): "For an impoverished villager, a year
from now is very far away. Consciousness must be focused on a present in which the margins
for survival are extremely narrow." Farmers know that their present farming system produces
enough to feed their families under normal conditions, but rarely any surplus to sell. The
implicit discount rate that a peasant places on making changes is therefore high. A lower (15
percent) rate for the aggregate analysis is assumed because the perspective shifts from the
farmers to the GON. The aggregate analysis includes the investments made by the GON and
the donors in the enabling conditions needed to make the aggregation scenarios possible. Since
the investment portfolios for a government are more diversified than for a farmer, risks can be
spread and a lower discount rate is warranted.

17
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3.2.2 Costs and Price Appreciation Rates

Although the analytical framework developed for the study can accommodate real cost
and price appreciation (depreciation) rates, none are assumed for the base case analysis. Since
there are no reliable statistics on which to project any real price and cost changes over time,
however, it is been assumed that prices and costs will remain constant in real terms over the 10
year analytical period.

3.2.3 Costs and Prices

The assumptions concerning generic costs for labor and physical inputs and commodity
prices are summarized in Table 3.3. The crops are assumed to be price elastic (see Table 3.8
and Section 3.4 below). For the three crops analyzed, prices are assumed to decline by 1.1
percent per year to reflect the substantial increases in supply brought about as a result of the land
improvement schemes. For the increasing cowpea and peanut fodder harvests, prices are
assumed to decline by 1.3 percent per year to reflect the fact that increasingly larger quantities
of such fodder will enter the market each year causing prices to decrease.

• Labor costs

A realistir l~bor cost assumption is difficult to estimate because loc~ ;CUlli~l5 w'i~~ not
toe salaried work..:... s for a project. Participants will, instead, be asked to invest melr time (and
cash) to work on the recommended interventions. For example, farmers participating in a water
harvesting scheme will spend time preparing the site, mining the rocks, hauling them to the site,
finding the contours, building the dikes, and then maintaining them. Since there are no salaries
involved, however, the time investments made by the farmers are measured by the opportunity
costs-the incomes they would have earned elsewhere had they not worked on the project
interventions. For purposes of the analysis, this opportunity cost during the off season is based
on the gathering and selling fuelwood roadside.

Based on responses received during field interviews, a 600 FCFA per day is the assumed
opportunity cost ,during the farming season decreasing to 425 FCFA per day during the off
season. The latter is based on the estimate that one fuelwood cutter can cut and prepare up one
stere of fuelwood per day, for which he is paid 850 FCFA at the rural market (Christophersen
et aI, 1993). If the wood takes two days to sell on the average, the estimated opportunity cost
of time during the off season is 425 FCFA per day.
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Table 3.3: Labor Costs, Physical Input Costs, and Product Prices

Labor Costs FCFA/Person Day

May - October 600
November - April 425

Physical and Other Input Costs FCFA

Rem animal traction 5,000 FCFA/day
Tethering animals 2,000 FCFA/yr
Phosphates 3,750 FCFA/sack @ 50 kg
Urea 7,500 FCFA/sack @ 50 kg
Insecticides 3,000 FCFA/liter
Improved millet seeds 80 FCFA/kg
Improved cowpea seeds 200 FCFA/kg
Tree seedlings 50 FCFA ea

Crops/Forage/Fuelwood FCFA/Kg at Farm Gate, FCFA/Stere FW

Millet 50 FCFA/kg
Cowpeas

-~ .. ~ "~"" .: .......... ~ ~. ~

__ 90 FCFA/kg. ~. _
Peanuts •• ,..- •• ~ ... t:r .. .o; .... ~ •.IOO FCFA/kg -"'~'-

Cowpea fodder 50 FCFA/kg
Peanut fodder 40 FCFA/kg
Leguminous forage 15 FCFA/kg
Fuelwood 850 FCFA/stere

Sources:
1. Labor costs: mission field interviews and adapted from Christophersen et al (1993)
2. Physical inputs: mission field interviews
3. Crop farm gate prices: adapted from MAGEL annual statistics
4. Fuelwood prices: Christophersen et al (1993)
5. Leguminous forage: mission field interviews

• Physical input costs

Physical input costs for chemical fertilizer and insecticides were obtained from interviews
conducted at ICRISAT, but adapted to real field conditions. Renting animal traction costs
approximately 5,000 FCFA for a full day. Tethering animals on the farm field is a different
matter, often subject to some bartering arrangement between the farmers and the herders. The
farmers may let the livestock feed off the crop residues in exchange for depositing manure on
the fields, or other in-kind pay arrangements may be made. For the sake of simplicity, it is
assumed that the farmer will have to give up some minimal value (2,000 FCFA per year) either
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in the form of cash or some in-kind payment (equivalent in cash to the assumption made) in
order to receive the organic fertilizer deposited directly in his field.

• Prices

Reliable information on farm gate producer prices are also difficult to document because
they vary widely throughout the year and with the size of the harvest. Between 1980 and 1985,
the average (GON set) prices for millet, cowpeas and peanuts were 68, 83, and 102 FCFA per
kilo. respectively (MAGEL Annual Statistics). Since then, free market prices have been
fluctuating and reliable statistics are not readily available. The assumed prices in Table 3.3 are
probably conservative estimates, particularly in view of the recent devaluation of the FCFA.

The use of price subsidies and incentives is an important policy question for both the
GON and the donors. Sustainable increases in crop production can be easily be bought with
subsidies and incentives designed to attract participation. If the success of projects and programs
is largely attributable to direct incentives by the donors, the activities will not be sustainable and,
therefore, not replicable unless the GON accepts the fiscal commitment to maintain the system.
It is important to determine options of in(erest based on the merits of the intervention itself, not
on the direct and indirect benefits the donor is willing to offer to attract participation. If this
is not done and projects succeed only if padded with direct incentives, the result is that the
country will not be weaned from outside :::~r::-:' C"nce direct in:;{,:...:ives are adopted, a
precedent is set which will be difficult to Ull~U ~C1LCl, even if no longer warranted. All results
generated in the analyses below, therefore, assume no subsidies or direct incentives.

3.3 Biophysical Assumptions

The field interventions assumed to be extended to farmers and the assumed crop yield
increases in response to implementing them are summarized in Tables 3.4 - 3.7. They include
water harvesting, the application of organic and chemical fertilizer, managed fallow, animal
traction, and the introduction of field trees on the farm fields.
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Table 3.4: Interventions

Interventions Days Season TC

Water harvesting
Construction, 300 meters/ha 0.1 days/m Off 12,750
Maintenance (all years) 5 days/yr During 3,000

Organic fertilizer
Field collection 8 Off 3,400
Tethering of animals 1 Off 425
Spreading 1 Off 425
3rd weeding 2 During 1,200
Renting livestock to tether NA NA 2,000

Chemical fertilizer
Field application, phosphates 1 During 600
Field application, urea 1 During 600
Field application, pesticides 3 During 1,800
50 kg sacks phosphate,4 sacks needed NA NA 15,000
50 kg sacks of urea, 2 sacks needed NA NA 15,000
I liter pesticides NA NA 3,000
Improved millet seeds, 10 kg needed NA NA 800
Improved cowpea seeds, 70 kg needed NA NA 14,000

Managed fallow
Cut for desired spacing 4 During 1,275
Weed around desired trees 3 During 850
Collect/broadcast forage seeds 3 During 850

Animal traction
Rent animals for site prep. NA NA 5,000
Rent animals for weeding NA NA 5,000

Field trees (up -to 50 trees.ha)
Plant/protect 3 During 1,800
Maintain (prune, weed) 3 Off 1,275
Seedlings NA NA 2,500

Sources:
1. Labor and maintenance assumptions are mission estimates based on field interviews.
2. Physical input costs were obtained at ICRISAT and adapted to field conditions.

21



\\\\ DRAFT \\\\

3.3.1 Water Harvesting

DfHerbes and Valentin (in press) measured the amount of crusty soils in a very large
area near Niamey as part of the HAPLEX-Sahel study. They show that 34.2 percent of the
study area is severely degraded. Water harvesting for agricultural production can be applied to
nearly 16 percent of the total area. Water harvesting techniques for range and shrub-land
improvement can be applied to 18 percent of the total area.

Water harvesting interventions require supervision by extension agents. If they are not
done right, farmers may actually be worse off with the structures than without them. The
techniques can assume different forms ranging from planting grasses along the contours to slow
down the flow of water and increase the rate of inflltration, to labor intensive efforts involving
mining rocks, carrying them to the site, building the dikes, and backfIlling the dirt. Water
harvesting is typically adopted by land poor farmers in areas where agriculture land is limited.

3.3.2 Organic and Chemical Fertilizer

Phosphate is the most limiting nutrient for agriculture in Niger. Research (ICRISAT and
INRAN) has shown that the application of phosphates will increase millet yields by at least 30
percent. When combined with urea, millet yields will increase by another 40 percent or more
on the average. Once these- :np,,:.; <:.1';;; .laded, additional ~nvestments in animal traction and
organic fertilizer will pay of1 ill l~rnlS of yet higher crop yIelds.

3.3.3 Animal Traction

Animal traction will, as mentioned above, become increasingly attractive as fertilizer
inputs are increased and weeding becomes more important. Also, with increased soil fertility
and peanut and cowpea fodder will be become increasingly available, it will be possible to own
and feed traction animals. One day of animal traction can accomplish as much work as one man
can do in five days (mission estimate on the basis of field interviews conducted). Animal
traction, therefore, is a significant labor saving technique which will free up workers to do other
things.

3.3.4 Managed Fallow

Improved crop management and increased application of purchased inputs will save labor
as well as preserve the area currently in traditional fallow. Managed fallow for grass and
legume hay production on the traditional fallow area will then be possible. This will also
support the integration of agriculture with livestock and help resolve the conflicts between
pastoralists and agriculturalists. Seeds for growing high forage value grass and legumes will
need to be made available if local collection is not economical.
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3.3.5 Field Trees

Natural regeneration and/or tree planting in farm fields will help protect soils from
erosive winds and reduce the time spent by women collecting fuelwood. Although this practice
protects the land from degradation, windbreak studies suggest that it may even cause a slight
crop yield increase because of the improved micro-environment and the additional accumulation
of livestock manure encouraged by the shade under the trees during the hot season. For
purposes of the analysis, field trees are a soil conservation intervention that provides some
fuelwood and minimal crop yield benefits.

3.3.6 Crop Yield Responses

The initial crop yields (without interventions) and the estimated crop yield responses per
hectare to the proposed interventions are summarized in Tables 3.5 and 3.6. In Table 3.5, the
initial crop yields are based on an overall average for the country (1980 - 1994) of 398 kg for
millet, 143 kg for cowpeas, and 369 kg for peanuts (MAGEL, 1992 and 1995). Yields in the
south are assumed to be approximately 20 percent higher than the north yields on the average.
Hence, an initial yield of 350 kg of millet is assumed for the north and 420 kg for the south to
bracket the crop yields on both sides of the overall average. The assumptions for the cowpeas
and peanuts bracket the overall average yield assumptions in a similar fashion.

The amounts of cowpea and peanut hay are a function of the quantities of grains and/or
peanuts produced. Based on the crop yield statistics (MAGEL, 1992 and 1995) the ratio
between cowpeas and peanuts and cowpea and peanut fodder is estimated to be approximately
2 i.e., 125 kg of cowpea grains harvested will produce approximately 250 kg of dry cowpea
fodder. A ratio of 1.8 is applied for the peanut fodder (personal communication with Amadou
Seydou, UTA). Actual yields harvested will depend on the area per hectare allocated to the
different crops. If peanuts are grown on only 10 percent of the hectare analyzed, for example,
peanut and peanut hay yields will be adjusted in the modeling framework accordingly.

In the absence of any interventions, it is assumed that crop yields. will decline at an
average rate of 2.66 percent per year which is consistent with the MAGEL annual statistics
(1992 and 1994).13

13 M~let, cowpeas, and peanut yields declined at average rates of 0,74 4.42 and 2.81 percent between 1980 and 1994
(MAGEL 1992 and 1994). An average decline of 2.66 percent is asslml!d since millet and cowpeas are nearly always grown in
association and peanuts as a monoculture.
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Table 3.5: Initial Crop Yields

Crops North South

Millet 350 kg/ha 438 kg/ha
Cowpeas 125 kg/ha 156 kg/ha
Peanuts 325 kg/ha 406 kg/ha
Cowpea fodder 250 kglha dry 312 kg/ha dry
Peanut fodder 585 kg/ha dry 731 kglha dry

Sources:
1. Annuaire des Statistiques de l'Agriculture, 1992, Ministere de l'Agriculture et de

l'Elevage
2. Resultats Defmitifs de la Campagne Agricole d'Hivernage, 1994/1995, Mai 1995,

Ministere de l'Agriculture et de I'Elevage

Estimated crop yield increases in response to the interventions are presented in Table 3.6
for the two regions. These are adapted from ICRISAT and INRAN research data and from
interviews conducted in the field. The estimates are intended to reflect field realities, not
controlled research conditions. For example, research carried out at ICRISAT has clearly
demonstrated the benefits of rotational cropping rather than growing crops in Jt~soc!2.tion" -
FOarmers·: on the ot.\].er hand, consistently insist on growing millet and cowpeas in association for
food security reasons to spread the risk. They need to harvest the millet crop to feed the family
until the next harvest and hope to harvest some cowpeas for home consumption or to sell in the
local markets. It is, therefore, assumed that millet and cowpeas will always be grown in
association replaced only by a much higher proportion of peanuts during early rainfall years.
Compared to the estimated ecological limit on production of nearly three tons of millet per
hectare, the assumed discrete crop yield increases in Table 3.6 are much lower to reflect field
realities (research yields cannot be expected to be fully replicated on farm fields). In addition,
a variable was added in the analytical framework to reflect the synergetic effect on crop yields
as interventions are combined; i.e., the crop yields will increase beyond the additive total of the
individual interventions by the value given to the variable. 14

14 Crop yields will increase exponentially over tine as this variable is activated. Perhaps a more accurate presentation would
be for the variable to reflect a quadratic function to indicate the limit of the synergetic effects of combining interventions. Since the
analytical period is only 10 years in this study, however, there would be little difference between the two ways of expressing the
impacts.
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Table 3.6: Net Crop Yield Increases in Response to Interventions-

Cowpea Peanut
Crops Millet Cowpeas Peanuts fodder fodder

NORTH
Water harvesting 50 18 0 36 0

Organic fertilizer 210 75 185 150 333

Chemical fertilizer 300 107 260 214 468

Managed fallow 0 0 0 0 0

Animal traction 165 59 135 118 243

Field trees 30 11 30 21 54

SOUTH
Water harvesting 60 21 0 43 0

Organic fertilizer 252 90 222 180 400

Chemical fertilizer 360 129 312 43 562

Managed fallow 0 0 0 0 0

Animal traction 198 71 162 141 292

Field trees 36 13 36 26 65

The impacts on crop yields as a result of the interventions are discrete estimates based
on an assumed breakdown of the hectare analyzed. In the north, the representative hectare
analyzed is broken down as follows: 52 percent is in traditional fallow, 48 percent is actively
cropped (as reflected in MAGEL statistics). Of the 48 percent cropped land, 90 percent is taken
up by millet in association with cowpeas, the remainder is allocated to the production of peanuts.
Cowpea yields en the 90-percent millet/cowpea area are a function of the millet yield in the
analytical framework. If 125 kilos of cowpeas and 350 kg of millet are harvested from a full
hectare (Table 3.5), the approximate ratio of cowpeas harvested to millet is 125/350, or 36
percent. On the much smaller area (48 percent), therefore, the increase in cowpea yield in the
north is 36 percent of the millet yield, or 18 kg. The same procedure applies for all
interventions.

Crop yield increases in the south in response to the interventions are an average of 20
percent higher than in the north. In the south, however, land is much less abundant and the
breakdown between traditional fallow and actively cropped area is reduced to 10/90 (10 percent
in traditional fallow and 90 percent cropped). Since crop yields are typically higher in the south,
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it is assumed that farmers there are more apt to grow cash crops (peanuts) more frequently and
more extensively than in the north. The allocation of the hectare analyzed., therefore, is assumed
to change from the 90/10 millet/cowpeas and peanuts in the north to an 85/15 split in the south.

• Water harvesting

It is assumed for purposes of the analysis that a net increase of 50 kg of additional millet
will be produced per hectare as the water harvesting intervention is implemented in the north
(Table 3.6), or from the average of 350 kg (Table 3.5) to 400 kg per hectare15

•

• Fertilizer

The assumed crop yield increases attributable to organic and chemical fertilizer in Table
3.6 are based on joint application of the inputs.

• Managed fallow

For the sake of analytical simplicity and for lack of any documented information, it is
assumed that managed fallow does not have any impact on the crop yields on the actively
cropped area16

• The increasing portion of the hectare changed from traditional to managed
fallow will produce commodities such as legumin~ ....; fv~J..,i" cuid fuelwood. TlaJ.itional fallow
becomes managed fallow when the farmer collects forage seeas elsewhere and broadcasts them
on the fallowed areas, and when certain naturally regenerated trees are protected and maintained,
or the farmer plants certain desirable tree species and maintains them for the purpose of
promoting the production of fuelwood and poles. For purposes of the analysis, it is assumed
that the managed fallow will produce an additional 250 and 350 kg of fodder per year in the
north and south regions, respectively, multiplied by the fractional hectare changed to managed
from traditional fallow17

• Furthermore, it is assumed that an additional 0.25 steres18 of
fuelwood will be produced per year after protecting naturally regenerated trees and planting new
ones. Harvesting of the additional fuelwood is assumed to begin in year five-when the trees

15 Research has shown that crop yields may reach as high as 500 kg per hectare, or a 100 kg increase
above the average.

16 It may be reasonable to assume, however, that once the managed fallowed areas are brought back into
production, crop yields will be higher than for traditional fallow fields broUght back into production.

17 The managed fallow intervention is particularly sensitive to resolution of the land tenure constraint. It
would be difficult to introduce today because farmers making the investments of time and money would not
necessarily reap the benefits. Fallow land is part of the commons to the herders and the fodder produced may be
consumed before the farmers could harvest it.

1 S One stere is equal to on stacked cubic meter.
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have matured to the point where harvesting can begin (pruning. thinning, etc.).

The additional volumes of fodder and fuelwood produced under the managed fallow and
field tree (see below) interventions are summarized in Table 3.7. As the proportion of managed
fallow increases (transferred from traditional fallow) over time, fodder production will also
increase at the same rate. The additional fuelwood produced is held constant at 0.25 steres
based on the assumption that the farmer will select the trees to protect over the entire hectare
once rather than only on the portion of the hectare he seeds for additional forage production.
The additional fuelwood produced under the field tree intervention (0.25 steres per hectare
beginning in Year 6) will gradually increase to reflect the staggered introduction of trees (10 per
year) over time, i.e., the first 10 trees will generate 1I5th of the 0.25 steres harvested from all
50 trees in year 6, and so on for subsequent years.

Table 3.7: Fodder and Fuelwood Production, Managed Fallow and Field Trees

I NORTH I SOUTH I
Managed Fallow Field Trees Managed Fallow Field

Trees

Fodder Fuelwood Fuelwood Fodder Fuelwood Fuelwood
Year Kg/Ha Steres/Ha Steres/Ha Kg/Ha Steres/Ha Steres/Ha

1 13 0.25 0 15 0.30 0
2 25 0.25 0 30 0.30 0
3 38 0.25 0 30 0.30 0
4 50 0.25 0 30 0.30 0
5 63 0.25 0 30 0.30 0
6 75 0.25 0.05 30 0.30 0.06
7 88 0.25 0.10 30 0.30 0.12
8 100 0.25 0.15 30 0.30 0.18
9 113 0.25 0.20 30 0.30 0.24
10 125 0.25 0.25 30 0.30 0.30

Note:
1. Additional harvestable FW ingrowth resulting from Managed Fallow, 0.25 steres/ha
2. Fuelwood produced as a result of planting trees (Field Tree intervention), 0.25 steres/ha

• Animal traction

A net yield increase of 165 kg of millet per hectare in the north is assumed in Table 3.6
as a result of implementing the animal traction intervention (Mission estimate based on personal
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communication with Amadou Seydou of UTA).

• Field trees

The field trees intervention (up to a total of 50 trees per hectare) will cause millet yields
to increase by an assumed 30 kg per hectare on the average (Mission estimate based on personal
communication with Amadou Seydou of UTA)19.

3.4 Consumption and Price Elasticities

Consumption statistics and the assumed price elasticities for the three crops analyzed are
summarized in Table 3.8. The consumption statistics for millet, cowpeas, and peanuts are
averages assumed to apply to the north and south regions alike. The consumption numbers given
for fodder are not documented. They are input assumptions intended to reflect a desired level
of consumption of nutritious fodder of livestock belonging to the farm households. This
assumption can easily be varied in the analytical framework. Price elasticities are also input
variables instead of documented information. The assumptions were made to reflect the probable
phenomenon tha~ ~:::,:;.; -.~;~1 ~:c!ine in real renus as supplies increase in the quantities assumed
in Section 4 below.

Table 3.8: Consumption and Price Elasticities

Crops Kilos Consumed, Kg/Capita Price elasticities

Millet 160 -1.1
Cowpeas 7 -1.1
Peanuts 2 -1.1
Cowpea fodder 25 -1.3
Peanut fodder 25 -1.3

Sources for consumption data:
1. Enquete sur Ie Budget et la Consommation des Menages au Niger, 1989/1990

1992/1993, Profil de la Pauvrete
2. Enquete sur Ie Budget et la Consommation des Menages au Niger, 198911990

1992/1993, Volume B.

19 The yield iiIcrease assumption is based on 50 trees (several species) per hectare generating benefits in the
forms of windbreaks and improving the micro-climate on the farm field. If the 50 trees were Acacia Albida, crop
yields would be substantially higher.
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4. ANALYSIS AND INTERPRETATION OF RESULTS

4.1 Per Hectare

The per hectare analysis presented below is infused with as much field reality as possible.
It is intended to reflect how a farmer would intensify his production within the confmes of his
availability of labor and physical inputs. It is assumed that the major umbrella constraints
discussed above will be gradually resolved and that the farmer will gain increased access to the
input he needs, when he needs them.

Given this background, Table 4.1 states the assumptions on how crop production on
typical hectares in the north and the south may evolve over the lO-year analytical time period.
In the north, the initial breakdown of the hectare (as discussed above) was 52 percent in
traditional fallow and 48 percent actively farmed. In Table 4.1, it is assumed that the area in
traditional fallow will decrease in small increments of five percent per year and be transferred
to either managed fallow or to active cropping. The former should be preferred over the latter
since it would indicate that the demand for additional farm land is not yet very strong and that
intensification of the currently active crop land would be sufficient to accommodate the increases
in crop yields needed. The base case assumes that all of the land transferred from traditional
fallow will be added to the managed fallow category, not to cropping.

The water harvesting column shows that four percent of the hectare will be reclaimed
each year until the entire area in need of the water harvesting intervention has been reached.
It is assumed that up to eight percent of the area in the north could benefit substantially from
the application of water harvesting techniques. After completion of the water harvesting
intervention in year 2, the crop yields attributable to the intervention will continue during years
3 - 10.

The percentages in the organic and chemiCal fertilizer column (OF + CF) describe the
assumed evolution of the hectare under an improved cropping scheme. In year 1, water
harvesting is applied and chemical and organic fertilizer are used on only two percent of the
hectare. 2o In years 2 - 10, organic and chemical fertilizer are applied in combination (assuming
credit has been made available and tenure security has increased) on an increasing area over time
as the hectare gradually transforms from traditional to improved cropping. The cultivated area
under improvement is increasing over time as traditional fallow is decreased and constraints are
gradually resolved.

20 100 percent less 47 percent traditional fallow, less 42 percent traditional cropping, less 4 percent in water harvesting,
less 5 percent managed fallow equals a residual of 28 percent of the hectare in improved (OF + eft cropping.
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Table 4.1: Evolution of Improved Farm Fields (%)

Tradit. Tradit. Water OF+ Manag. Anim. Field %
Years Crop. Fallow Harv. CF Fallow Trac. Trees Total

NORTH
0 48 52 0 0 0 0 0 100
1 42 47 4 2 5 0 10 100
2 36 42 4 8 10 0 10 100
3 30 37 0 18 15 18 10 100
4 24 32 0 24 20 24 10 100
5 18 27 0 30 25 30 10 100
6 12 22 0 36 30 36 0 100
7 6 17 0 42 35 42 0 100
8 0 12 0 48 40 48 0 100
9 0 7 0 48 45 48 0 100
10 0 2 0 48 50 48 0 100

SOUTH
0 90 10 0 0 0 0 0 100
1 80 5 4 6 5 6 10 100
2 .70 0 4 16 10 16 11"' :00I ~v I

3 I t:;(\ 0 4 26 10 26 . - I

100vv IV

4 50 0 4 36 10 36 10 100
5 40 0 0 50 10 50 10 100
6 30 0 0 60 10 60 0 100
7 20 0 0 70 10 70 0 100
8 10 0 0 80 10 80 0 100
9 0 0 0 90 10 90 0 100
10 0 0 0 90 10 90 0 100

The animal rraction intervention is added to the technical package in year 3 after which
the farmer will switch from manual site preparation and weeding to animal traction on the entire
cultivated area every year. It is important to note again that this intervention, in addition to
generating increasing crop yields, also is a significant labor saving intervention. Planted field
trees are assumed to be introduced at a rate of 10 trees planted each year until the maximum
total of 50 trees per hectare has been reached. As discussed above, the impact of this
intervention is the creation of an improved microclimate and reduction in wind erosion that will
increase crop yields and provide some fuelwood benefits. The wood benefits are assumed to
begin in year five when the first trees have reached a size where some pruning harvests will
contain some value.
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Finally, it is assumed that the crops are grown (somewhat) on a rotational basis. Every
year will see a millet/cowpea crop, but a relatively larger peanut cash crop (and less
millet/cowpeas) will be grown during early rainfall years (as indicated by the "toggle"
assumptions in Table 4.2 below). In the north, up to two larger peanut crops may be grown
over the 1O-year period, in the south, up to eight larger peanut crops may be produced for the
cash market.

4.1.1 Crop Yields Per Hectare

Based on the assumptions specified above, the calculated net crop yield increases per
partial hectare are given in Table 4.2 (the hectare is partial because a declining portion is still
in traditional or managed fallow). In the north, for example, the farmer will see a 537 kg
increase in the millet yield he will harvest on the 0.48 ha he cultivates in year 10 (Table 4.1),
or roughly equivalent to 1,120 kg per full hectare, well below the maximum potential indicated
by ICRISAT, INRAN, and others. In year 10 in the south, millet yields will increase by 1,043
kg per 0.76 ha, or equivalent to approximately 1,160 kg per full hectare, again well below the
potential. It is important to emphasize that these figures reflect the net yield increases over and
beyond the declining yields the farmers could expect to harvest without any of the interventions.

The toggle column indicates the (random) years when rains come earlier than usual and
farmers choose to plant a higher proportion of the cultivable area in peanuts than in millet and
cowpeas. As assumed above, this phenomenon occurs 2 out of 10 years in the north, and up
to 8 out of 10 years in the south. For purposes of the analysis, two years in the north and three
years in the south are assumed.

The crop yield increases also account for the synergetic effect (five percent) of combining
interventions (organic and chemical fertilizer, water harvesting,and animal traction). The last
two columns-cowpea and peanut fodder-are calculated yield increases based on the ratios
between grains and fodder for the two crops as discussed above.
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Table 4.2: Net Increases in Crop Yields With Interventions

Cowpea Peanut
Year Toggle Millet Cowpeas Peanuts Fodder Fodder

NORTH
1 0 11 4 1 8 2
2 0 54 19 5 38 9
3 1 56 20 223 40 402
4 0 190 68 18 135 32
5 0 247 88 23 176 42
6 0 315 113 30 225 53
7 0 390 139 37 279 66
8 0 471 168 45 337 80
9 1 244 87 304 174 547
10 0 537 192 51 384 92

SOUTH
1 0 34 12 5 24 9
2 0 121 43 14 86 25
3 1 92 33 497 66 895
4 0 321 11 '\ 35 22~ 63
5 0 452 I ~62 I 51 ,., ... ,.,

92:J...J

6 1 194 69 593 139 1067
7 0 696 249 82 497 147
8 0 835 298 99 596 179
9 1 319 114 685 228 1233
10 0 1043 372 126 745 227

Notes:
1. North toggle: larger peanut cash crop planted up to 2 years out of 10 (peanuts

increases to 70 percent of the area, millet/cowpeas decreases to 30 percent).
2. South toggle: larger peanut cash crop planted up to 8 years out of 10 (as above).

4.1.2 Benefits and Costs Per Hectare

Based on the assumed farm gate prices for each crop (Table 3.3) and the net crop yield
increases (Table 4.2) the total benefits per hectare for the north and south regions are calculated
in Table 4.3. The costs associated with the interventions are summarized in Table 4.4. Finally,
all benefits and costs are brought together in Table 4.5 and the net present value (NPV) per
hectare is calculated on the net cash flow (benefits minus costs).
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Table 4.3: Total Benefits, FCFAlBa

Cow- Pea- C'pea p'nut Man. Field
Year Millet peas nuts Fodder fodder Fallow Trees Total

NORTH
1 561 361 91 401 65 400 0 1879
2 2635 1711 466 1882 329 588 0 7611
3 2691 1765 21745 1922 15029 775 0 43927
4 8851 5869 1701 6322 1150 963 0 24855
5 11260 7549 2191 8043 1448 1150 0 31641
6 14033 9517 2776 10024 1791 1338 43 39521
7 16926 11617 3400 12090 2137 1525 85 47781
8 19938 13854 4063 14241 2486 1713 128 56423
9 10034 7063 27215 7167 16183 1900 170 69731
10 21544 15369 4516 15388 2605 2088 213 61722

SOUTH
1 1699 1092 491 1214 354 480 0 5330
2 5904 3834 1363 4217 962 705 0 16986
3 4420 2899 48432 3157 33475 705 0 93087
4 14984 9935 3343 10703 2260 705 0 " 41930·-
5 20631 13831 4846 14736 3202 705 0 57950
6 8655 5870 55400 6182 35729 705 51 112592
7 30217 20738 7554 21584 4749 705 102 85649
8 35314 24539 9041 25224 5532 705 153 100509
9 13163 9265 61388 9402 36504 705 204 130632
10 41814 29830 11145 29867 6430 705 255 120046
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Table 4.4: Total Costs, FCFA/Ha
-

Water Organ. Chern. Managed Animal Field
Year Harvest Fertil. Fertil. Fallow Tract. Trees Total

NORTH
1 510 149 1016 149 0 1115 2939
2 510 596 4064 298 0 2230 7698
3 240 1341 9144 446 1800 3345 16316
4 240 1788 12192 595 2400 4460 21675
5 240 2235 15240 744 3000 5575 27034
6 240 2682 18288 893 3600 5575 31278
7 240 3129 21336 1041 4200 5575 35521
8 240 3576 24384 1190 4800 5575 39765
9 240 3576 24384 1339 4800 5575 39914
10 240 3576 24384 1488 4800 5575 40063

SOUTH
1 510 447 2160 149 0 1115 4381
2 510 1192 5760 298 0 2230 9990
3 240 1937 9360 298 2600 3345 17780
4 ? L1O 2682 I 12960 298 3600 4460 24240 ii
5 "'Af' 3725 18000 298 5000 5575 32838....,.v

6 240 4470 21600 298 6000 5575 38183
7 240 5215 25200 298 7000 5575 43528
8 240 5960 28800 298 8000 5575 48873
9 240 6705 32400 298 9000 5575 54218
10 240 6705 32400 298 9000 5575 54218
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Table 4.5: Summary, NPV Per Hectare

TOTAL BENEFITS TOTAL COSTS NET CASH FLOW

Year North South North South North South

1 1879 5330 2939 4381 -1060 950
2 7611 16986 7698 9990 -86 6996
3 43927 93087 16316 17780 27611 75308
4 24855 41930 21675 24240 3180 17690
5 31641 57950 27034 32838 4607 25113
6 39521 112592 31278 38183 8244 74410
7 47781 85649 35521 43528 12259 42122
8 56423 100509 39765 48873 16658 51636
9 69731 130632 39914 54218 29817 76414
10 61722 120046 40063 54218 21660 65828

NPV 24142 92545

The positive net present values for both the north and south regions indicate that the
proposed interventions are fInancially feasible given the assumptions. These include a relatively
high discount rate of 30 percent to reflect a strong aversion' to risk among subsistence level
farmers, and conservative farm gate prices21 • - -

4.1.3 Sensitivity Analysis

The sensitivity analysis shows how the NPV results would change if the assumptions
were changed. If prices and costs were higher or lower than those originally assumed in the
base case, how much would the NPVs change? Where a large change in an assumption causes
only a small change in the overall result, the assumption is not sensitive and need not be so
carefully monitored. Where, on the other hand, a small change in an assumption yields a large
change in the overall result, that assumption is sensitive and should be closely monitored.

Results of the sensitivity analyses for the north and south regions are presented in Table
4.6. The base case assumptions on prices (farm gate prices for crops, fuelwood, fodder); costs
(labor and physical inputs); and the discount rate are reflected in the center column of the table.
The effect of varying the assumptions by 25 percent increments above and below the base case
assumptions are given in the other columns of the table.

21 The internal rates of return (IRRs) are not calculated because there are no negative net cash flows (NCF)
for the southern region, and the two small negative NCF nwnbers in years 1 and 2 for the northern region would
generate an IR.R without much meaning. It is clear that the proposed interventions are very attractive and it is
reasonable to asswne that farmers will participate when and if the constraints discussed above are resolved.
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Table 4.6: Sensitivity Analysis

Base
Variables -75% -50% -25% Case +25% +50% +75%

NORTH
Costs 63740 50541 37341 24142 10943 -2257 -15456
Prices -38982 -17941 3100 24142 45184 66225 87267
Disc. Rate 74888 48724 33512 24142 18069 13952 11050

SOUTH
Costs 140986 124839 108692 92545 76398 60251 44104
Prices -36528 6496 49521 92545 135569 178594 221618
Disc. Rate 272649 181110 126694 92545 70078 54678 43738

For both regions, prices (for the crops, fodder, and fuelwood) is the most sensitive
variable. In the north, prices can decline by slightly more than 25 percent vis-a-vis the base
case before the NPV switches from positive to negative. The cost variable is somewhat sensitive
in the north as a slightly more than 50-percent increase will switch the NPV. The discount rate
assumption does not exhibit any sensitivity as the NPV does not switch to negative in any of the
cases.

4.2 Aggregation

This section aggregates the field interventions by projecting the implementation of the
proposed technologies over 10 years, based on assumptions on the rate of adoption of the
technologies in each region. The results are presented in Tables 4.7 - 4.16 below.

4.2.1 Extension

TabIe 3. 1above summarizes the assumptions on the numbers of farm households and area
needed to adopt the proposed farm productivity improvement schemes over time in order to keep
pace with the rapidly growing population. These variables are used to calibrate a rough
equivalency between supply and demand for the crops analyzed. For example, the target number
of 340,425 farm households in the north and 359,338 in the south (85 percent of the total farm
population in both regions) will produce enough millet on 75 percent of the cultivated hectares
they farm to roughly keep pace with a 3.3 percent increase in population over time.

Farmer participation is, of course, inherently difficult to estimate. It is largely dependent
on the effectiveness of the extension agents, how many extension agents there are, the
appropriateness of the extension messages, and how often they visit the villages and work with
the farmers in their fields. If the extension message is effective, the agents are motivated and
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dynamic, and the recipient farmers are receptive and disposed to teach other, one can count on
a strong demonstration effect. It is not uncommon that entire villages have adopted certain
techniques through the "over-the-fence" demonstration effects if the message gets across and the
results are clearly visible and attractive to the farmers.

For purposes of the analysis, the following assumptions are made with respect to the
demonstration effect:

• Farmers contacted/year: 30 percent
• Training effectiveness: 30 percent
• Demonstration effect: 5 percent

These assumptions are not documented by any research other than being confirmed as
realistic by the Programme de Renforcement des Services d'Appui de I'Agriculture (PRSAA) ,
a World Bank supported project. The purpose of the project is to offer extension services to
farmers with a view to increasing crop yields. The assumptions reflect their implementation
experiences. It is assumed that the extension service will be able initially to contact up to 30
percent of the target households per year in each region.22 This will be in the form of village
level teaching workshops where the extension agents will introduce the techniques, working in
particular with village leaders who have committed to implement the techniques. In turn, the
village leaders w.il.Ltr.ainoGtller· farmers. It is- further assumed that the training will be effective
for only 30 percent of those contacted each"year since extension agents are not all effective
communicators. A demonstration effect of five percent is also assumed; i.e. for every 100
farmers successfully trained by the extension agents, another five farmers (five percent) will
adopt the technologies without any direct contact from the extension agents. As increasing
numbers of farmers adopt the technologies, the five-percent demonstration factor becomes

. increasingly important. since the fixed percentage will apply to an increasing number over time;
i.e., the rate of participation becomes exponential as indicated in Table 4.7 below.

22 According to Mr. H. Wada of the PRSAA, the ideal number of fann households per extension agent is
2,500, although the actual experience has been approximately 5,000 households per agent.
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Table 4.7: Cumulative Participation of Farm Households

Year North South Total

1 30638 33957 64596
2 62808 67915 130723
3 96587 103570 200157
4 132055 141008 273063
5 169296 180318 349614
6 208399 221593 429992
7 249457 264933 514390
8 292568 310439 603007
9 337835 358220 696055
10 340425 359338 699763

4.2.2 Population Growth

Population and population growth are the dominant demand variables. As population
grows, the demand for the commodities (millet, cowpeas, peanuts, and fodder) will grow by the
average per capita consumption as assumed in Table 3.8. As assumed in the overall assessment
report, the overall population in Niger is approximately 8.9 million in 1995 (of which 80 percent
is rural), growing at a rate ot ::;.3 percent per year as indicated in Table 4.8. Since the urban
growth rate far exceeds the rural growth rate (six percent is assumed), however, the labor
constraint discussed above assumes a critical role; i.e., the supply of labor in the rural area will
not increase at the same rate as the overall population growth rate. For this reason, labor saving
techniques such as the use of animal traction and improved planting and weeding techniques
must be prioritized.

Table 4.8: Population

Year Urban Rural Total Urban % of Total

1 1780000 7120000 8900000 20.0%
2 1886800 7306900 9193700 20.5%
3 oo8סס20 7497084 9497092 21.1%
4 2120008 7690488 9810496 21.6%
5 2247209 7887034 10134243 22.2%
6 2382042 8086631 10468673 22.8%
7 2524964 8289175 10814139 23.3%
8 2676462 8494543 11171005 24.0%
9 2837050 8702599 11539648 24.6%
10 3007273 8913184 11920457 25.2%
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4.2.3 Supply and Demand

Projections of the domestic supply and demand for millet, cowpeas and peanuts in Niger
are presented in Tables 4.9 - 4.15 below. Demand is determined by multiplying the average
consumption per commodity (Table 3.8) by the total population (Table 4.8), resulting in
estimates of the extent to which demand will increase over time. On the production side, the
initial number appearing in the "Without Intervention" columns of Tables 4.10 - 4.12 are the
average crop production figures taken from Table 4.9. The average production of millet over
the 1984 - 1994 period, for example, was nearly 1.5 million tons.

In Table 4.10, demand for millet (column 2) is projected as described above. Supply is
projected in Column 5-the total of the supply that would be forthcoming both without and with
the interventions (Columns 3 and 4). The initial (without intervention) supply is the average
tonnage of millet produced taken from Table 4.9 but declining over time at the 2.66 percent rate
assumed above (see Section 3.3.6). Column 6 shows the assumed tonnage of millet participating
farm households will likely withhold from the cash crop market for food security reasons. It
is assumed that farmers will withhold at least one year's crop plus another 25 percent to hedge
against the probability that production will occasionally fail because of drought (these
assumptions are confirmed through field interviews). Any excess supply of millet over and
beyond meeting the aggregate demand and the tonnage withheld for food security reasons is
assumed to.he.sold on the export market generating additional incomes'forth~ieipating farm
householdS""(Column 8). Thus, in year 1, participating farmers in tl1afyear~wi1rwlthhold an
estimated 103,000 tons for food security reasons from the total supply generating a slight millet
deficit of nearly 1,000 tons that year. Hence, no additional income for the participating farmers
will be generated. The crossover to a surplus situation occurs in year four after which additional
incomes will become commonplace and increase over time as the surpluses increase. The
additional income, of course, will be generated only if markets for the surpluses (particularly
in Nigeria) are readily available.

The projections of the demand for and supply of cowpeas (Table 4.11) and peanuts
(Table 4.12) are derived in the same fashion as for the millet. Again, one year's crop plus 25
percent are assumed withheld from the open market for food security reasons.

Projections of the production of cowpea and peanut fodder are given in Tables 4.13 and
4.14. The supply and demand for cowpea fodder are estimated in columns 2 and 3, respectively
where the latter is estimated on the basis of the consumption of cowpea and peanut fodder per
participant household (25 kilos per household for each commodity-see Table 3.8) plus 25
percent for food security reasons. The production of fodder is a function of the production of
cowpeas and peanuts each year. It is assumed that all surplus production will be sold on the
open domestic market (or exported to Nigeria) generating the incomes indicated in the last
columns of Tables 4.13 and 4.14.

39



40

\\\\ DRAFT \\\\

Table 4.9: Crop Production
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Demand I Supply Surplus/Deficits I
Without With Food Surplus Income from
Interv- Interv- Security or Sale of

Yr Tons entions entions Total 25% Deficits Surplus ($)

1 1424000 1491590 34901 1526491 103353 -862 0
2 1470992 1451914 175439 1627352 209157 -52797 0
3 1519535 1413293 304378 1717670 320251 -122116 0
4 1569679 1375699 739562 2115261 436900 108681 10868137
5 1621479 1339105 1339391 2678497 559382 497636 49763591
6 1674988· 1303485 1872615 3176100 687987 813125 81312537
7 1730262 1268813 2848124 4116937 823023 1563651 156365133
8 1787361 1235062 4043764 5278826 964811 2526655 252665466
9 1846344 1202209 4700532 5902741 1113688 2942710 294270978
10 1907273 1170231 6159239 7329469 1119620 4302576 430257634

Table 4.10: Demand and Supply, Millet
1rr=1!====;::,=================;=======... ,_. -_..::..::..=...:.:=" ~

Year Millet Cowpeas Peanuts

1984 771040 194843 30800
1985 1449893 115332 8400
1986 1383395 292935 54500
1987 996930 208768 40427
1988 1766316 301549 12921
1989 1332729 320496 25522
1990 1676532 223650 17533
1991 1846020 318207 39664
1992 1787054 402319 57100
1993 1425619 162823 20152
1994 1971960 382578 67433

Average 1491590 265773 34041
. . , ..Source: Annualre Des StatIstIqes De L Agnculture, 1992, MIDlStry of Agnculture and

Livestock, Resultats Definitifs De La Campagne Agricole D'Hivernage, 1994.
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Table 4.11: Demand and Supply, C0WPeaS

Demand Supply Surplus/Deficits

Without With Food Surplus Income from
Interv- Interv- Security or Sale of

Yr Tons entions entions Total 25% Deficits Surplus ($)

1 62300 265773 12465 278237 4522 211416 38054826
2 64356 258703 62657 321360 9151 247853 44613611
3 66480 251822 108706 360528 14011 280037 50406725
4 68673 245123 264129 509253 19114 421465 75863642
5 70940 238603 478354 716957 24473 621544 111877967
6 73281 232256 668791 901047 30099 797667 143580071
7 75699 226078 1017187 1243265 36007 1131559 203680632
8 78197 220064 1444202 1664266 42210 1543858 277894512
9 80778 214211 1678761 1892972 48724 1763471 317424725
10 83443 208513 2199728 2408241 48983 2275814 409646563

Table 4.12: Demand and Supply, Peanuts

I Demand I Supply I Surplus/Deficits I
Without With Food Surplus Income from
Interv- Interv- Security or Sale of

Yr Tons entions entions Total 25% Deficits Surplus ($)

1 2848 34041 4246 38287 1292 34147 3414673
2 2942 33136 18715 51851 2614 46294 4629413
3 3039 32254 596135 628389 4003 621347 62134687
4 3139 31396 653465 684862 5461 676261 67626111
5 3243 30561 744504 775065 6992 764830 76482969
6 3350 29748 1202542 1232290 8600 1220340 122034000
7 3461 28957 1346720 1375677 10288 1361928 136192838
8 3575 28187 1526993 1555180 12060 1539545 153954467
9 3693 27437 2390799 2418235 13921 2400622 240062169
10 3815 26707 2623619 2650326 13995 2632516 263251629
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The additional income earned by the participating farm households as a result of
producing crop and fodder surpluses and selling them on the open market (including exports)
is summarized in Table 4.15. These estimates are, of course, based on the successful resolution
of all major constraints discussed above; i.e., land tenure, access to extension services, physical
farm inputs, credit. and access to markets. Because of the large and increasing surplus volumes
produced as more participants adopt the technologies, farm incomes generated will also increase
over time. In this context, perhaps access to markets is the most formidable constraint. The
domestic markets will be saturated as the numbers in the surplus/deficit columns in Tables 4.10
- 4.12 are zero or higher. Export markets to Nigeria, Burkina Faso, and Benin must, therefore,

Income from
Year Tons Demand + 25% Surplus/Deficit Sale of Surplus ($)

1 7642 16149 -8507 0 !
-

2 I 33687 32681 1006 I 60493
3 1073043 50039 1023004 81840281
4 1176238 68266 1107972 88637777
5 1340107 87403 1252703 100216278
6 2164575 107498 2057077 164566155
7 2424096 128597 2295498 183639866
8 2748587 150752 2597836 207826845
9 4303438 174014 4129424 330353905
10 4722514 174941 4547574 363805895

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

< 30,...· I

42

\\\\ DRAFT \\\\

4.2.4 Additional Income Created

Table 4.14: Peanut Fodder Produced

-

Income from
Year Tons Demand + 25% Surplus/Deficit Sale of Surplus ($)

1 24929 16149 8780 1756086
2 125313 32681 92633 18526538
3 217413 50039 167373 33474678
4 528259 68266 459993 91998595
5 956708 87403 869305 173860908
6 1337582 107498 1230084 246016842
7 2034374 128597 1905777 381155411
8 2888403 150752 2737651 547530262
9 3357523 174014 3183509 636701809
10 4399456 174941 4224516 844903124

Table 4.13: Cowpea Fodder Produced
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become the major outlets for the bulk of the surplus commodities. A second possibility would
be to promote the establishment of value-added small enterprises (such as millet flour mills and
peanut oil pressing, etc.).

Table 4.15: Aggregate Additional Income Created for Farm Households (US$)

Cowpea Peanut
Year Millet Cowpeas Peanuts Fodder Fodder Total

1 0 38054826 3414673 1756086 0 43225585
2 0 44613611 4629413 18526538 80493 67850055
3 0 50406725 62134687 33474678 81840281 227856371
4 10868137 75863642 67626111 91998595 88637777 334994263
5 49763591 111877967 76482969 173860908 100216278 512201712
6 81312537 143580071 122034000 246016842 164566155 757509605
7 156365133 203680632 136192838 381155411 183639866 1061033880
8 252665466 277894512 153954467 547530262 207826845 1439871552
9 294270978 317424725 240062169 636701809 330353905 1818813586
10 430257634 409646563 263251629 844903124 363805895 23i1864845

Based on the assumptions, additional farm incomes could reach as high as $2.3 billion
by year lOin the aggregate, increasing from $43 million in year one. This converts to
additional incomes per year per participating farm household as indicated in Table 4.16. In year
one, participating farm households can expect to increase their incomes by $669 on the average,
increasing to a maximum total of $3,304 in year 10. Per capita income for the participating
farm households will increase from $84 in year 1 to $413 in year 10, assuming an average
household size of eight individuals.

43



\\\\ DRAFT \\\\

Table 4.16: Increased IncomelYear Per Farm HH (uSS)
-

Year Per Household Per Capita

1 669 84
2 519 65
3 1138 142
4 1227 153
5 1465 183
6 1762 220
7 2063 258
8 2388 299
9 2613 327
10 3304 413

4.3 Investments Needed for Aggregation Scenarios

The per hectare analysis demonstrated that the proposed activities are financially feasible
from the farmers' perspective given a 30-percent discount rate. This, however, can only succeed
if the major constraints are resolved and enabling conditions are put in place. Both the GON
and donors must make substantial investments which are roughly estimated in this section. All
investments assumed are estimated in the context of the aggreg~tion scenario analyzed above.
It is expected that the GON will provide the necessary personnel and that the donors will "prime
the pump" with investments in necessary technical assistance, infrastructure, vehicles and
operating costs.

4.3.1 GON Investments

The GON investments needed to accommodate the aggregation scenarios are summarized
in Table 4.17. The additional extension staff needed is shown in column 3, assuming that one
additional extension worker will be needed for every 2,500 participants. This ratio is optimal
(or a most desired ratio) according to the PRSAA project discussed in Section 4.2.1 above
(although the current ratio is closer to 4,000 household per extension agent). Additional
supervisory personnel needed is a function of the number of extension agents needed. In this
example, it is assumed that an additional 0.3 staff (approximately one supervisor or above per
three extension agents) will be needed (also a ratio roughly estimated by PRSAA). Thus, 26
additional extension agents in year 1 will be supported by an additional eight persons, some of
whom will be extension supervisors, and others professionals higher up in the extension
hierarchy. Likewise, the 0.3 ratio also applies to the support staff (secretaries, drivers, other
administrative personnel). In column 6, the cumulative payroll in FCFA is based on an assumed
75,000 FCFA per month salary for the extension agents and 95,000 FCFA per month for the
supervisory personnel and above, on the average. The FCFA figures are converted to US
dollars in column 7 based on an exchange rate of 500 FCFA to one dollar.
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Table 4.17: GON Investmen~

Extension Superv.
Agents Person. Support
Added for & Above Staff Cumul. Cumul.

Farmer 2500 Added/ Added/ Payroll Payroll
Year Partic. Particip. Agent Agent FCFA US $

1 64596 26 8 8 39067445 78135
2 66128 26 8 8 79061391 58123
3 69434 28 8 8 121055035 242110
4 72906 29 9 9 165148360 330297
5 76551 31 9 9 211446352 422893
6 80378 32 10 10 260059243 520118
7 84397 34 10 10 311102779 622206
8 88617 35 11 11 364698492 729397
9 93048 37 11 11 420973990 841948
10 3708 1 0 0 423216360 846433

Note: ExtensIon agent ratios are proVIded by Programme de Renforcement des Services d'Appui
de I' Agriculture (PRSAA)

4.3.2 Donor Investments

It is assumed that donors will make all other investments needed to accommodate the
implementation of the proposed technologies. It should be clearly understood that these are
rough order-of-magnitude estimates, certainly not recommended for USAID to fund alone.
Certain investments will be needed in the forms of technical assistance, training, infrastructure
and operating and maintenance costs in order to accommodate the implementation of the
proposed technologies. The logic behind the estimates is based on the needed expansion of the
extension services in the rural areas, in each arrondissement and in the villages. If X farm
households are to receive extension advice in year 1, then Y additional extension workers and
support staff will.have to be hired (Table 4.17), trained, equipped, vehicled, and housed in order
to effectively reach the participants. In year two, more extension workers, supervisors, and
support staff will have to be hired, trained, and so on for the entire 10 years as more farm
household participants enter the program. Whereas it anticipated that the GON will commit to
increasing its payroll to accommodate the additional staff as discussed above, it is essential that
the donors collectively invest in the enabling conditions such as funding long- and short-term
training in relevant subject matters, providing the necessary infrastructure and vehicles, technical
assistance, and the like.

The assumptions and investment estimates are summarized in Tables 4.18 - 4.20. These
represent initial ideas for consideration by several donors, USAID included. USAID, for
example, is already providing substantial long-term TA through ASDG II and other projects.
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It would be possible, for example, to add TA incrementally to existing contracts to accommodate
the implementation of the activities suggested in this report and in those proposed in the overall
assessment report, or the scopes-of-work of the existing TAs in ongoing projects could be
amended to reflect a more active role in implementing these activities.

• Long term TA

Minimal long-term technical assistance (TA) will be needed to implement a massive
program such as the one analyzed in this assessment, particularly in professional fields where
expatriate advisors have a definite comparative advantage. Three such areas would certainly
include economics, management, and marketing. All long-term expatriate TA should be drawn
from professional fields not particularly strong in Niger. For budgetary purposes, the assumed
annual cost of an expatriate technical advisor is $150,000 including salaries and allowances,
insurance, travel (home leaves, etc.) and related overheads for home-based institutions, and
hiring of some local support staff (drivers, office staff, etc.). The estimate of 48 person months
(or four long-term expatriate technical assistants) per year for the first five years is based on
fostering a multidisciplinary approach to implementing the technologies to work on
implementation while carefully selected counterparts receive appropriate long- or short-term
training in the US or in some other 3rd country.

!! Short term TA

There are also several fundamental topics for which short-term TA support will probably
be needed, again in professional areas where Niger is not particularly strong. Probable examples
include: (i) short term TA to address policy matters, working through projects such as ASDG
II; (ii) facilitate the establishment of credit institutions or other means to reduce risk; (iii) assure

- access to markets for wood and crop products resulting from the interventions; (iv) support
research.

It is estimated that at least 18 person-months of short-term TA will be required to address
the above and other tasks for each of the first five years, as they are identified during
implementation, ~ol1owed by 12 person-months thereafter. The cost per short term TA month
is estimated at $18,000 including salaries, travel, per diem, insurance, and overhead costs for
home-based institutions.
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23 It is recognized that donors, USAID included, have de-emphasized long-term training because trainees
often do not return to work in the capacities for which they have been trained. Long-term professional training to
the M.S or Ph.D (terminal degree) levels is, nevertheless, important to ensure that the GON gradually increases its
professional capacity to deal effectively with the problems without having to continue to rely on outside technical
assistance. GON policy reform certainly is needed to provide incentives for LT trainees to return to their posts.

• Training

Also inclu:ded in the training category are different level short-term training in the forms
of short courses, workshops and seminars. For the sake of simplicity, short term training for
mid- to high-level professionals or decision-makers is assumed to cost $125,000 per session, and
that five such sessions covering different (probably policy-oriented) topics will be held each year
for the first five years, followed by two sessions per year for the next five years. Finally, field
level training (retraining) of the extension workers and NGO personnel will be needed-a

Appropriate training is essential to the success, of the proposed activities. In areas where
Niger is weak (economics, management and marketmg for example, as mentioned above), long
term training would be appropriate, some to a MS levels, and some even to a Ph.D level at an
assumed cost of $25,000 per year23

• For this reason, the assumption is made that donors will
collectively fund five candidates to receive graduate level training each year for five years,
followed by two candidates each year for the next five years. Upon completion of their training,
these individuals will assume the roles and responsibilities of the expatriate TAs and/or assume
important roles in the context of implementing the proposed activities.

- - -

Person- Pers.- ST
Mo. of Mo. of LT Train.
LTTA STTA Trng ST Trng Field
@ @ TC for @ Mid level Lev. @ Total
$150000 $18000 TA $25000 @125ooo $25000 Cost

Yr IYear /Month IYear /Year ISession ISession US$

1 48 18 7524400 5 5 10 1000000
2 48 18 7524000 5 5 10 1000000
3 48 18 7524000 5 5 10 1000000
4 48 18 7524000 5 5 10 1000000
5 48 18 7524000 5 5 10 1000000
6 12 12 2016000 2 2 5 400000
7 12 12 2016000 2 2 5 400000
8 12 12 2016000 2 2 5 400000
9 12 12 2016000 2 2 5 400000
10 12 12 2016000 2 2 5 400000

Table 4 IS- Technical Assistance and Training
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$25,000 cost per session and 10 sessions per year for the first five years are assumed.

• Infrastructure and Operating Costs

The assumptions and corresponding investment magnitudes for infrastructure,
transportation, and operating costs are summarized in Table 4.19. In column 2 it is assumed
that the extension workers will need approximately 60 m2 of floor space in the village for use
as a home (this is the PRSAA policy) and/or office to be built for an approximate turnkey cost
of $500 per m~. Hence, a total of 1,550 m2 of housing or office space will be constructed
during the first year, and so on for the subsequent nine years as indicated in the table.
Transportation in the form of motorcycles for the extension workers (also a PRSAA policy) at
an average cost of $4,000 each is shown in column 3 (26 motorcycles-one for each extension
agent-in year one). Column 4 shows the estimated transportation infrastructure needed (4
WDs) for the extension supervisory staff, again one vehicle per additional staff (which will
complement the already sparse fleet of vehicles available for extension purposes). Operating
costs for the vehicles and the buildings is assumed in column 5-three percent of the initial
investment costs. Assumptions pertaining to computer hardware and software for the extension
service is calibrated to the number of additional extension workers needed, although each new
extension agent will certainly not receive his/her personal computer. This investment (and the
4 WD vehicles) is more in line with overall institution building rather than just to accommodate
the incoming extension staff. The total cost for build~~6':; iU.i.dy':;;~l~..;l~s is summarizea in column
7. Finally, column 8 reflects the assumptions pertaining to maintenance and replacement of the
vehicles and computers.

Table 4.19: Infrastructure, Transportation and Operating Costs

Buil- Motor- 4WD Operat. Compo Maint. &
ings, m2 cycles for Costs for HW& Total Replace.
/Addit. for Ext. Superv. Bldngs SW/Ext Cost, Costs of
staff: 60 Staff @ Staff @ & Veh. Staff@ Bldngs Col. 6, 7

Yr @$500 $4000 $32000 3% Inv. $3000 & Veh. 3%

1 1550 26 8 33796 77515 1126548 36122
2 1587 26 8 68394 79353 1153265 73100
3 1666 28 8 104722 83321 1210928 111928
4 1750 29 9 142866 87487 1271474 152697
5 1837 31 9 182918 91861 1335048 195504
6 1929 32 10 224972 96454 1401800 240452
7 2026 34 10 269129 101277 1471890 287647
8 2127 35 11 315493 106341 1545485 337201
9 2233 37 11 364176 111658 1622759 389234
10 89 1 0 366116 4449 64661 391307
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• Summary: GON and donor investments

Table 4.20 is the global summary of all investments made by the GON (Table 4.17), the
donors (Tables 4.18 and 4.19), and the participating farmer net cash flows over time. The latter
is derived by adding the net cash flows per hectare (from Table 4.5) horizontally along a
diagonal matrix-i.e., the net cash flows (benefits minus costs) for participating farmers in year
1 are added horizontally to the NCFs for participating farmers beginning in year 2 and so on for
all 10 years. The results indicate that only one slight negative NCF will occur in year 1
followed by increasing positive numbers. The estimated GON and donor investments are listed
as negatives offsetting the participant NCF in column 3, generating the aggregate NCF in
column 6. Based on an assumed discount rate of 15 percent for the aggregate analysis, the effort
is economically feasible since the NPV is positive and the IRR (27 percent) is greater than the
discount rate (the assumed opportunity cost of capital).

Table 4.20: Summary

Participant Aggregate
Net Cash GON Donor Net Cash

Year Participants Flow Investments Investments Flow

1 64596 -440 -78135 -9797981 -9876556
2 130723 466156 -158123 -9898112 -9590079
3 200157 7275524 -242110 -10034899 -3001485
4 273063 8776584 -330297 -10178524 -1732237
5 349614 11054072 -422893 -10329331 301849
6 429992 17163197 -520118 -4379678 12263401
7 514390 21376516 -622206 -4545942 16208368
8 603007 26818923 -729397 -4720520 21369006
9 696055 34989661 -841948 -4903827 29243886
10 699763 42267509 -846433 -3242533 38178543

NPV 17477136
IRR 27%
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5. POLICY REQUIREMENTS

5.1 Validity of USAIDlNiger Vision

The analysis presented in this report clearly demonstrates that, under most favorable
conditions with respect to resolving key constraints, Niger would be physically capable of
maintaining and/or exceeding food self-sufficiency requirements over the next 10 years without
having to encroach further on the reserves of arable land now in traditional fallow. ICRISAT,
INRAN, donors, and the farmers themselves are all more or less aware of this, but are also
pessimistic about the realistic possibilities of actually succeeding in this effort. Long term
progress on needed policy reforms has been slow (except for this year's excellent record), and
the current pace will not accommodate the production scenario analyzed in this report.

Perhaps a more interesting question to ask is what will happen if food production does
not increase as analyzed above. If so, the "with interventions" column in Table 4.10 (millet
supply and demand) will become zero while crop yields will decline as indicated in the "without
interventions" column. The impact on the supply/demand situation for millet, the most
important staple crop, over the next 10 years, is shown in Table 5.1. Deficits will begin
immediately and increase over the entire time period. Only two options are available: (i)
increase millet importc;:, 0r (ii~ rapidly put beck into production the remaining arable land
currently in traditic~::.l :f:l~G"':. Neither option is desirable.

Farmers have indeed been increasing the area cultivated at an exponential rate (the second
option) by reducing or eliminating fallow periods and expanding onto land used for grazing
(especially in the Sahelian zone), not by intensifying production on existing crop land. In some
of the more productive areas-the southern half of the Maradi and Zinder Departments-most
of the arable land is continuously cultivated with no or very little remaining in fallow. This
reliance on extensive, low investment agriculture to support a 3.3 percent annual increase in
population is clearly unsustainable. Evidence of this is stagnant or decreasing grain yields and
escalation of farmer/herder conflicts.

The scenario analyzed is clearly the favored option. In order to implement it, however,
the major constraints discussed in Section 2.4 (tenure, the availability of credit, extension
services and physical inputs, access to markets, and availability of labor) must be resolved.
USAID's S03 reflects these concerns (as do other donors with respect to their strategic
objectives), but progress made towards resolving them, albeit in the right direction, has been too
slow. Whereas USAID's S03 focus should remain on the current mix of policy-oriented
(macro) assistance through ASDG II and field-oriented (micro) assistance through Africare and
the Peace Corps, additional investments should be made through existing TA contracts or new
TA contracts will be needed to accommodate a much faster pace of policy reform to unleash the
constraints to higher food production.
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Table 5.1: Demand and Supply for Millet Without Interventions

I Demand I Supply I Surplus/Deficits I
Income

Without With Food Surplus from
Interv- Interv- Security or Sale of

Yr Tons entions entions Total 0% Deficits Surplus ($)

1 1424000 1491590 0 1491590 82682 -15093 0
2 1470992 1451914 0 1451914 167326 -186404 0
3 1519535 1413293 0 1413293 256201 -36244 0
4 1569679 1375699 0 1375699 349520 -543501 0
5 1621479 1339105 0 1339105 447506 -729879 0
6 1674988 1303485 0 1303485 550390 -921892 0
7 1730262 1268813 0 1268813 658419 -1119868 0
8 1787361 1235062 0 1235062 771849 -1324147- 0
9 1846344 1202209 0 1202209 890950 1535085 0
10 1907273 1170231 0 1170231 895696 -1632738 0

The validity of USAID's 503 portfolio is confirmed, although modifications are
recommended. In its current form, the portfolio is clearly consistent with the GON policy
reform agenda, yet too little emphasis is placed on increased agricultural production on active
farm land. The focus should be broadened as discussed in greater detail below.

5.2 Intermediate Results Needed for Rural Growth

The prerequisite for successful implementation of the development scenario analyzed in
this report is permanent resolution of the six major constraints briefly discussed in Section 2.4:
(i) tenure, (ii) availability of credit, (iii) availability of extension services, (iv) availability of
physical inputs, (v) access to markets, and (vi) availability of labor. All of these constraints
must be successfully resolved, otherwise increased agricultural production will have little
meaning. One should not promote increases in production while neglecting the provision of
increased and more efficient market access. Likewise, provision of fertilizer without credit or
extension services would be equally misguided. Intermediate results needed for rural growth in
the context of these constraints are briefly discussed below.

5.2.1 Tenure

Perhaps the most urgent intermediate pnonty is to promote the establishment of
Commission Foncieres in all 36 arrondissements and 21 communes in order to resolve the land
tenure constraint. As well documented by Hopkins (1995), farmers are reluctant to invest in
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their" land if security of their tenure is in question. The Commission Fon~ieres is a first, perhaps
flawed, but most important step in the process of implementing the letter and spirit of the Rural
Code. Flaws can be eliminated over time as the presence and functioning of the Commission
Foncieres take hold. USAID/Niger (and other donors) should prioritize this task through the
existing project portfolio or the addition of new activities.

5.2.2 Credit

Credit must be made available to participating farmers as soon as the implementation
phase (of the production scenario analyzed) begins. As an intermediary solution, this can be
accomplished by strengthening existing credit institutions while prioritizing the creation of new
ones.

5.2.3 Extension Services

An intermediate solution to the extension constraint would be to tap into the excellent
track record of the World Bank fInanced PRSAA project. Many of the assumptions made for
the analysis with respect to the role of the extension services are patterned after the experiences
of this project. Donors and GON should meet with PRSAA staff as soon as possible to
determine the kinds of technical extension advice needed, for how many participating farmers,
where, and hew soon. The next step would be to strengthen the instltUl rratiqll.e de
[,eveloppement Rural (IPDR) in Kollo to accommodate the training needed for additional
extension staff. This support should be maintained throughout the lO-year period to train
additional extension staff as increasing numbers of participants enter the system, and existing
staff will need retraining.

- 5.2.4 Inputs

A major constraint to the increased food production scenario analyzed here is the physical
availability of farm inputs such as organic and chemical fertilizer and pesticides, as illustrated
in Table 5.2. Based on the assumptions made, the projected crop yield increases will not be
forthcoming unles.s these inputs are available. Emphasis (by donors and the GON), therefore,
should be placed on making such purchased inputs readily available in local markets by
supporting the "commercant" sector-those who engage in transportation and trade of a wide
variety of commodities, including farm inputs. To date, purchased inputs have largely been
provided and subsidized under the auspices of donor-funded projects and there has been little
incentive for entrepreneurs to get involved. If, however, donor subsidies were to be phased out
and credit becomes available, thriving markets for purchased farm inputs may develop without
much GON or donor interference. One possible action might be to foster a collaboration
between fertilizer traders and regions where the increased food production scenario are to be
implemented.
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As shown in Table 5.2, large quantities of fertilizer and pesticides will be needed over
time in order to accommodate the increased food production goals. For example, the equivalent
of some 262 10-ton truck loads of urea will need to be transported to different markets in Niger
every day of the year (956,250 tons/lO-ton loads/365 days = 262 loads/day) in year to. More
than 500 truck loads of phosphates will need to be transported. The even larger quantities of
organic fertilizer needed (assumed five tons of manure per participating hectare) can be
accomplished, to some extent, by tethering animals overnight (or nights) in the farm fields plus
collecting manure and transporting it to the fields wherever and whenever possible.

Table 5.2: Summary, Material Inputs Needed

Pesticides &
Organic Fertilizer Rock Phosphates Fungicides Urea

Year (Tons) (Tons) ('000 liters) (Tons)

1 4385315 175413 877 87706
2 8903596 356144 1781 178072
3 13647791 545912 2730 272956
4 18629196 745168 3726 372584
5 23859672 954387 4772 477193
6 29351671 1174067 5870 587033
7 35118270 . 1404731 7024 702365
8 41173199 1646928 8235 823464
9 47530874 1901235 9506 950617
10 47812500 1912500 9563 956250

5.2.5 Markets

Market access is key to the success of any production effort. Surpluses must be sold,
otherwise there would be little incentive to produce them. Three intermediate activities are
important: (i) development and maintenance of access/feeder roads between producing areas and
local markets, (ii) provision of credit to facilitate transportation of commodities to local markets
(charettes), and (iii) arrange regular meetings between producers and buyers for the purpose of
negotiating contracts.

5.2.6 Labor

Labor saving techniques are needed for subsistence crops to increase production of cash
crops. The peak demands for labor are after a rainfall event for sowing millet and in August
and September during weeding. It will be difficult to improve upon the "divot every two steps"
method of sowing millet that these sandy soils allow. Reducing the area needed for planting
through higher yields from fertilization and improved varieties and increasing the use of animal
traction are the most likely labor saving interventions for both sowing and weeding. If time
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permits, a field receives two weedings using conventional methods. Additional weeding may
be needed if fertilizers are applied. The additional weeding hopefully -will be compensated by
higher yields and fewer fields cultivated. Extension of companion techniques (e.g., denser plant
spacing, animal traction) is needed to help the farmers reduce labor demands when using
fertilizers. Activities that can be carried out during the dry season when labor demand is low
should be prioritized in the extension packages (such as investing in soil and water conservation
structures and irrigation).
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6.1 Conclusion 1: Food Production

Recommendations with respect to Conclusion 1:
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6. CONCLUSIONS AND RECOMMENDATIONS
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USAID should prioritize and promote the establishment of credit institutions and
strengthen existing ones to accommodate large increases in loan applicants.

USAID, GON, and other donors should collaborate to: (i) determine the extent and
quality of rock phosphate reserves in the Tahoua region; (ii) develop application
techniques of the powdered rock material that are more accepted by farmers; and (iii)
develop methods to easily distinguish between acid soils that respond to rock phosphate
and other soils that will require the more soluble simple or triple superphosphate.

USAID should, in collaboration with other donors and the GON, seek to introduce the
proposed interventions first in the areas where land pressures and potential land use
conflicts are least problematic. This would likely be in the northern areas where the
proportion of traditional fallow to cropped land is the highest. Introduction of the
interventions in areas where land pressures and potential conflicts are more evident
should occur once land tenure problems there have been resolved or are in the process
of being successfully resolved.

USAID should, under the auspices of ASDG II, host a workshop for GON, PRSAA,
CGRN and others with a view to determining the most efficient approaches to providing
extension services to accommodate large increases in agricultural production as analyzed
in this report. The results of the workshop should be action-oriented.

The simplest and fastest way to increase agricultural production and rural income is to
apply phosphate fertilizer to rainted cereal crops. The associated benefits are equally
substantial but less predictable. Another specific agriculture investment that will greatly
increase cash crop production is pesticides for cowpeas (four times increase in yields).
Although fertilizer and pesticides have not been popular topics in USAID for lhe past-.
several years, they are essential to sustainable economic growth in Niger:.. AIiy
remaining institutional constraints against the increased use of such inputs should be
discontinued and thriving markets for fertilizers and pesticides should be encouraged and
actively promoted through the private sector.

5.

4.

1.

2.

Niger can substantially increase food production to more than offset increases in
population estimated to grow at a rate of 3.3 percent per year. This, however, can only be
accomplished if the major constraints discussed in Section 2.3 are resolved. The removal of the
land tenure constraint is most important in this regard.

_ 3.
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6.2 Conclusion 2: Linking S02 and S03

The two interventions (phosphates and pesticides) discussed above, implemented over a
relatively short time with a reasonable transition to a free market, are essential for supplying the
increases in production and, hence, necessary "voltage" to run the activities that USAID/Niger
has developed in S02 and S03. Without a significant increase in production, markets will be
slow to develop, demand for credit will be low, improved NRM will be limited to project sites,
and agricultural expansion will continue to degrade the land.

Recommendations with respect to Conclusion 2:

1. USAID should, perhaps under the auspices of ASDG II, carry out a study of the market
potential (domestic and export) for surplus agricultural commodities produced under
scenarios such as analyzed in this report. As a function of the market potential, the study
should prepare a list of potential value-added micro enterprises that could be created and
determine the financial feasibilities of establishing such enterprises.

2. Based on the results obtained from the study (recommendation 1), USAID should prepare
a training program intended to accommodate the creation of additional micro enterprises
with a strong focus on marketing, accounting, and management.

6.3 C~nc~~iG~ 3; Policy Refm.·~

Resolution of all major constraints discussed in Section 2.3 require policy reforms. The
most important policy issue overall, however, is the problem of very rapid population growth
(3.3 percent per year). Unless the growth rate is reduced, the most favorable result of the
efforts described and analyzed here will be to have gained time before all traditional fallow land
has been converted to active farm fields, and crop yield increases on existing farms are
dissipated as a result of the population increases. USAID's role in addressing the population
issues in SOl is. therefore, of utmost importance.

Recommendation.s with respect to Conclusion 3:

1. Demand projections for the millet, cowpeas, and peanuts in this study are based on the
3.3 percent population growth rate. A reduced growth rate will improve the prospects
for additional food security and generate higher surpluses for export and higher foreign
exchange earnings. USAID should revisit Sal within the context of the population
growth impact on the agricultural production scenarios analyzed in this report to
determine if and the extent to which SO1 should to be modified.
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6.4 Conclusion 4: Rural Code

Insecurity of tenure and usufruct is more important of an issue than equity when
developing the Rural Code. Also, it is an issue more easily resolved. Once rights are assured
then free market forces can react with investments and rents. Donor concerns about problems
of inequity can be addressed in other programs. Nevertheless, much benefit will result if the
GON assures that laws and incentives are developed which encourage sustainable management
of the land and that policies are influenced by the economic importance of both livestock and
agriculture.

Recommendations with respect to Conclusion 4:

1. USAID should continue to promote and prioritize, through ASDG II and in collaboration
with other donors and the GON, the establishment of the Commission Foncieres in all
arrondissements and communes.

2. Recurrent cost study for the Commission Foncieres-how the GON could/should assume
the recurrent cost burdens associated with 'the functioning of the Commission Foncieres
in each arrondissement. This effort should be undertaken under the auspices of the
ASDG II.

.........~~-;,.:\:..-":::1.~~ .....-r-.~\_ t

3. USAID should collaborate closely with othet'~donorS to share the finanCial" burdens of
establishing the Commission Foncieres. To date, DANIDA has funded two, the Belgian
Aid Agency will (probably) fund another five, and USAID's ASDG II will fund another
five land tenure offices. The total for which funding will probably be forthcoming,
therefore, is approximately 12. This leaves another 45 offices to establish in the rest of
the arrondissements and the 21 communes.
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ANNEX B: NIGER RURAL SECTOR ASSESSMENT TERMS OF REFERENCE

(Resource economics support capability)

Provide an area estimate of various categories of land with fanning capability in an effort to
assess Niger's basic biophysical potential for increased agricultural production.

Provide specific examples of application of natural resource conservation practices that have led
to increased agricultural production, and anaiyze the motivation for the application of such
practices by fanners.

Conduct generic profitability analysis of the resource conservation practices most likely to be
applied.

Analyze the potential for generalization of such practices under the present policy environment.

Assess the possibility of sustainable increases in agricultural production, based on the potential
generalization of improved practices, and their impact on potential economic growth.

Identify the policy changes (macro economic and other) necessary to motivate the potential
economic growth in Niger's rural sector.

Review the work currently being conducted by the GON and the donor agencies regarding the
necessary policy changes, and identify essential policy gaps to be filled.

Provide recommendations for rural sector growth strategy stressing the necessary linkages
between 802 and 803.
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Annex E

Sensitivity and Financial Flows Analysis
Rural and/or Microenterprise Lending Activity

Niger

The purpose of this annex is to provide the reader with a dynamic tool to analyze
the viability, dependency of internal rate of return on a range of exogenous costs
and timing of expenditures and payments. of a rural and or microenterprise lending
project. While it was originally designed for the NCBA/CLUSA credit project
which operates as a broker service, it can be used with only minor modifications
for any rural or MSE credit project. This annex includes a set of worksheets and a
diskette. The diskette enables the user to change any of the a priori conditions.
The model requires that the user have access to Lotus 123 version 4 or Microsoft
Excel version 4 or higher. The user is invited to play with the model and make
changes to improve it or better respond to particular needs. Worksheet B is the
input sheet; worksheet A is the data sheet; worksheet C holds hidden formulas for
calculations used in the model. Users should make a copy of the model before
using it. It is also helpful to change only one variable at a time to isolate the impact
of individual change.

The strength of the worksheet is that it models all financial flows over a
sufficiently long period of time for an institution to become sustainable (1 5 years).
It calculates institutional sensitivity to performance, growth, expenditures, and
inflows. The principal weakness of this annex is that it lacks the accounting
perspective. The model would be stronger if the tables were presented in the form
of consolidated financial statements, separating income statement and balance

- sheet information, and providing separate cash flow analysis.

In the model, interest rate or the fee for managing lend funds can be treated either
an exogenous or endogenous variable. In practice, interest rates or loan fees
should be endogenous, set on an analysis of costs against projected income .
Projected income in turn needs to be sufficient to attract investor owners. If the
user treats the interest rate or fee as endogenous variable, the Backsolver option
available in LOTUS-123 can calculate the fee necessary to maintain the Internal
Rate of Return set by the user (Use: Range, Analyze, Backsolver, ENTER).

Setting interest rates at a point that enables a credit project to cover all costs but
earn no income is imprudent if growth and sustainability are objectives of the
project. First, if the expected out come is worse than projected, the lending
facility will begin to decapitalize. While this can be expected to occur on occasion,
the lending enterprise can not sustain long term losses. Second, if internal rates
of return are low, the lending enterprise will not be able to attract investment
capital whether from its member borrowers or other commercial sources. Few
financial institutions are able to achieve sustainability with access to commercial



sources of funds. In the sensitivity analysis an IRR of 15% was used and judged
adequate to attract capital. The user is free to use any IRR she or he chooses.

In this annex two similar terms are used with important differences. The first is
"the cost of lending funds". This term refers to all costs of lending, including bad
debt losses, but excluding the cost of loan funds. The cost of lending funds is the
figure used throughout the model. The second term "cost of funds lent" which
includes the cost of loan funds. Assuming that a credit institution in Niger could
borrow funds from commercial sources at 10%, the cost of funds lent would be
10% higher than the cost of lending funds.

Sensitivity Tables

Sensitivity analyses were conducted on a number of variables to test the
assumptions of the model under changing conditions. The Quote Part Frais de
Gestion (QPF) or service fee is the cost of lending funds. If the project were
lending borrowed funds such as is the case with CARE, instead of managing a loan
portfolio for a bank as in the case of CLUSA, the minimum interest rate would
have to be the QPF plus the cost of borrowed funds.

Analyses suggests that the operation of the credit enterprise is most sensitive to
repayment rates and average portfolio size per credit agent. Ceteris paribus
another devaluation which would raise the price of imported gnorl~ like vehicles,
computers, motorcycles and communications equipment would not directly impact
the viability of the enterprise. Repayment rates for activities sensitive to the
exchange rate would likely be effected by a devaluation. It should be noted that
repayment rates were not significantly reduced by the last devaluation among the
USAID funded credit projects.

The model is sensitive to loan size as stated above. Reducing the average loan size
by a factor of ten raises the cost lending funds from about 8% to over 17%. This
is an important consideration in the design of a program.

The model does- not demonstrate whether a finance company, or a brokering or
matchmaker service is superior There is a trade off between cost, sustainabiJity
and risk considerations and the ultimate decision is somewhat subjective.

Cost. The establishment of prudent financial practices to secure funds, protect
against losses due to theft, mismanagement, or embezzlement, and ensure
appropriate regulation and transparency will increase the cost of lending. The
lowest cost means of direct lending would be for a credit facility to use a
commercial bank as the funds window. In this case, the marginal costs of securing
fL:nds could be reduced to a fee to the bank for handling funds, (generally 1%-
2. %), plus additional staff costs of hiring a certified accountant, plus the costs of
annual audits. The estimated cost of these measures would increase the cost
lending funds by 2.5-3%. If a credit facility directly handled both dispersement
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and collections, the costs associated with the prudent management would include
bonding of employees, the purchase of safes and the hiring of guards to secure
funds. In this case, the cost of lending funds would rise almost-four percent (4%).
Given the present loan sizes, the cost of lending funds to an institution that was
involved in lending not brokering loans, would be 11.1 %-12.1 % once the facility
achieved scale.

Sustainability. Institutional sustainability is unlikely to occur without links to
commercial sources of funds. Banks are the most ready source of these funds. It
does not particularly matter whether the lending facility, manages bank funds lent
for a commission, like with the current CLUSA project, or borrows from the bank
and on-lends to its clients. All of the commercial banks in Niger stated that they
could not manage a micro- or rural lending activity without working through an
agent or broker better adapted to managing a small loan portfolio. Changes in
BCEAO regulations since October 1993 requires banks to invest more locally. In
this environment offering commercial banks a credit brokerage service has a better
chance of becoming independent of donor funds than a direct lending facility
would. Further a credit facility can only meet real loan demand by accessing
formal or informal sector liquidity. All of the donor funds currently available for
MSE lending is insufficient to meet demand.

Risk There are two risks to consider in deciding whether a finance company or
brokerage is the more appropriate model. The first risk which favors the creation
of a finance company, is the risk that banks will not buy into the program and will
be unwilling to expand any rural and micro- enterprise lending portfolio in spite of
its performance. CLUSA's decision to reorganize as a finance company rather than
as a brokerage service is due in part to difficulty encountered in securing adequate
funds to meet increased demand. The risk that commercial banks in Niger will not

- work with rural and micro- enterprise borrowers despite high portfolio performance
is less than it was before October 1993, but is still higher than in many countries
where successful bank-NGO lending linkages exist.

The second risk is that funds will either be mismanaged, or that commercial
sources of funds will fear mismanagement of funds and not be willing to lend to or
invest in a finance company once the project no longer receives any donor
monitoring or assistance. None of the credit projects in Niger, has a strong board
or executive structure, and with the exception of WOCCU none have an
established vision for creating one. In the absence of a strong management and
board structure, the after-project viability is in question and does not inspire
confidence among the banking sector. Mismanagement risk is substantially higher
when the lending institution is handling funds.

3



Operating and Labor Cost Sensitivity

Change in no change 20% increase 20% decrease 50% increase
operating
costs

Minimum cost 8.6% 9.5% 7.7% 10.9%
of lending
funds

Change in no change 20% increase 20% decrease 100%
Labor Costs increase

Minimum cost 8.6% 9.0% 8.2% 10.6%
of lending
funds

This model is not highly sensitive to increases in operating or labor costs because
the assumed loan sizes ar~ ~:-:';'; ~:~~ ~'Jr most micj::;~~terprisecredit facilities. This
is because the facility is u. U~~I il'~ udni< loans to couperative and solidarity groups.
Credit agents are assumed to hold an average portfolio of USD $300,000 (this is
consistent with the CLUSA approach). If the size of the cooperative groups was
much smaller or if micro- loans were made to individuals, operating and labor
costs would be a much higher percentage of total lending costs, and the impact of

_ cost changes would be much greater. We will look at this below.

The model calculates labor costs based on exogenous values for salaries and
number of workers for most positions input by the user, and total average
portfolio size for each credit agent.

Loan Growth Sensitivity

percentage no change 20% increase 20%decrease
change in loan
demand

Minimum cost 8.6% 8.1% 9.3%
of lending
funds
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Sensitivity to growth in total loan volume is fairly high. In this model the user is
asked to estimate loan volume for years 1,3, 5, and 10. The model then estimates
loan volumes for all years after year one using the least squares.

Sensitivity to Repayment Rates

repayment 90% 93% 95% 97% 99%
rate

Minimum cost 11.4 9.7% 8.6% 7.5% 6.3%
of lending %
funds

The model is highly sensitive to repayment rates. As the repayment rate falls from
99% to 90% the cost of lending funds rises 81 %. This comes as no surprise, but
underlines the absolute importance of ensuring high recovery rates. The strong
relationship between repayment rates and the cost of lending also underlies the
importance of ensuring that fees or interest rates cover a realistic assessment of
bad debt loss.

Sensitivity to inflation or devaluation (assuming that unlent funds are invested in
foreign currency accounts) .

Currency Value no change 50% devaluation
in year three 1

Minimum cost 8.6% 8.9%
of lending funds

Devaluation of. a currency or high inflation impacts the operating costs of a credit
facility in three ways. The first is to increase the cost of imported goods
necessary for the operation of a MSE credit facility. This includes all items not
locally manufactured. In Niger, this includes everything but labor. The second
affect of high inflation or a devaluation, is the deterioration of the credit facility's
capital stock. A fifty percent devaluation of a currency will cut the value of the
lending facility's capital stock in half. Inflation will have a corresponding effect.
This is the most serious impact of a devaluation or high inflation. The third effect

I. The impact of devaluation in the model was calculated by doubling the price of all investments in the
period when they are replaced. Thereafter, cost of investment goods continues to increase by the value of
inflation set in the model. In this model inflation is set at 4%.

5



of inflation or devaluation is to adversely impact the possibility of borrowers
repaying on time.

In this model devaluation was calculated by doubling the cost of all imported goods
in years three four and five. For subsequent years the cost of investments is
adjusted up by the inflation value (an exogenous variable set at 4%). Because the
capital was not devalued, the model operates as if the capital stock of the credit
facility holds its value during inflation. The effect on the model is as if capital
funds were invested in foreign currencies. If the credit facility cannot obtain such
authorization the value of the capital stock would also have to be devalued in the
model. In Niger, the credit NGOs do not hold foreign currency accounts. Only
banks are authorized to hold them. An institution that directly lends funds held in
local currency accounts would lose 50% of its portfolio value with a 50%
devaluation. Conversely an institution that was on-lending banks funds, would be
much less affected by a 50% devaluation. Banks are much vulnerable to
devaluation because of they can hedge risk by holding foreign currencies.

As the cost of investments increase, the impact of increased investment costs on
total operating costs of a credit facility is marginal. This is because the marginal
contribution of investments to total cost of the credit facility is low given the
relatively large loan and portfolio size .. This is good news for the credit facility that
eltner nOld3 its unler:: tunds in foreign currency accounts, or on-lends bank funds.

Finally the impact of a devaluation on repayment is relatively low for
microenterprise loans. Repayment of most microenterprise loans is motivated by
the possibility or receiving a new loan Borrowers will repay even if they lose money
on one loan cycle in order to retain their right to continued loan access. To a

- smaller extent, repayment probability is influenced by the use of funds. As the cost
of imported goods doubles, the demand for them will fall. If too many loans are
used to finance short term commerce, there may be a short term fall in repayment
rates. Agriculture, which is generally more risky than small trade, is helped
considerably by a devaluation. So would any other export good, if they existed.

Sensitivity to loan size

Loan size, (as measured by average loan portfolio per agent), is a function of
lending methodology. The high average loan size in the initial run of the model,
implicitly assumes that loans for agricultural and micro-enterprises are wholesaled
to cooperative and solidarity groups, who retail these loans to their members. The
loan retailers assume the bulk of the costs associated with the assembly and
follow-up of micro-bans. If the credit facility were to lend directly to individual
microenterprises, or to much smaller groups than does the CLUSA program, then
the average portfolio size of each credit agent would fall significantly.

6
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As the average loan size falls, the per loan cost rises. The next table approximates
the effect of two lending methodologies. The first assumes a CLUSA approach,
where loans are wholesaled to groups, and the average loan size is large enabling
credit agents to support a loan portfolio of USD $300,000. The second scenario
assumes that credit agents hold an average portfolio of USD $30,000.

Average Loan 150,000 150,00 FCFA
Portfolio FCFA (USD

(USD $30(000)
$300,000)

Cost of 8.6% 17.4%
lending funds
(IRR =.15)

The above table has implications for the design of lending methodologies, and
underlies the importance of pricing loans according to the cost of delivering them.
It costs over twice as much to deliver a one thousand dollar loan as it does to
deliver a ten thousand dollar one. If a credit facility is lending both to individuals,
groups and cooperative societies, the cost of those loans should vary.

Conclusion

This model is meant as a management and design aid. It is highly flexible and
allows for an almost infinite range of inputs. The user can assume a direct lending
program like the CARE/BRK model or a brokerage function like the present CLUSA
approach. As should be clear, there are no hard answers. Hopefully the model
provides a sharper illustration of the trade-ofts involved in different policies and
decisions.

The operation of a agricultural and or microenterprise lending program is highly
sensitive to recovery rates, portfolio size, and the fee or interest rate set. If
sustainability is an objective, loan programs must set fees to cover all costs
including a return on investment sufficient to attract commercial sources of funds.
Maintaining high recovery rates is very important. Worldwide, successful
microenterprise credit programs have had good success using incentives and
bonuses to reward excellent recovery rates.
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Annex F Agricultural Data
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Table 1 (Crop 1) National Crop Data, Niger, 1982-94
Millet
a Planted Area (in Hectares, irrigated & non-irrigated)

3,063,804 3.135,550 3,016,695 3,166,696 3,239,487 3,016,723 3,518.003 3,565,738 4,606.093 4,389.733

Agadez
DIIfa
Dosso
Maradi
Tahoua
TlIIabery
Zinder
C.U.Niamey
Total

1982
180

53,234
592.200
632,690
398,300
808,100
599,100

1983
180

22,315
623,940
659,430
421,000
827.920
580,765

1984

39,748
588,895
623,314
415.908
743,061
605.789

1985
885

53.845
639,934
643,451
439,145
796.588
594,868

1986
1,07-4

52,456
645,997
661,127
459,937
758,105
660.791

1987
1.105

54,809
590,365
666,266
453.819
694,360
555.979

1988
1.110

56,751
631.068
812,353
503,495
798.252
714.974

1989
1,232

61,133
595.687
807,866
508,642
763,252
807,926

1990

114,080
755,609
958,451
701.137
883.794

1.193,022

1991
756

87,803
790,237
907,425
663,546
939.601

1,000.365

1992
625

87,257
789.697

1,071,422
81Q,562
845,497

1,357,278
26,458

4,988,796

1993

59,029
830,779

1,047,800
927,279
793,540

1.012,560
15.088

4,688,075

1994
954

68.802
818,238

1,098,978
798,182
954,712

1,180,208
13,963

4,934,057

Compound
Growth

0.15
0.02
0.03
0.05
006
001
0.06

0.04

Coel7lclent
of Variation

0.44
036
0.14
0.22
0.30
009
0.32
030
0.20

Average

Source: Annuaire Des Statistiques De L'Agriculture, 1992, November. 1993. Ministry 01 Agriculture and livestock
Evaluation De La Campagne Agricole 1994·1995, November, 1994. Ministry 01 Agrlcultrue and Livestock
R8$ulats Definitils De La Campagne Agricole D'Hivernage 1994/95 May, 1995, Ministry 01 Agriculture and livestock

b Yield (kg per hectare)

Agadez
DIIfa
Dosso
Maradi
Tahoua
TlIIabery
Zinder
C.U.Niamey
Total

1982
2.000

374
428
424
393
394
459

419

1963
2,000

289
431
405
423
409
436

419

1984

20
273
272
210
245
726

345

1985
1.599

481
447
479
446
443
471

458

1986
1.586

202
410
442
484
434
397

427

1987
1,589

32
369
302
430
374
215

330

1988
1.588

604
465
480
582
508
495

501

1989
1.583

75
446
367
467
357
340

382

1990

345
419
292
193
236
173

258

1991
1,136

242
399
422
450
455
367

418

1992
1.323

601
425
374
362
438
237
490
358

1993

270
351
309
227
466
251
589
315

1994
1,577

472
414
395
468
447
::106
322
400

Compound
Growth

-002
002
0.00

"().o1
0.01
0.01

-0.03

000

Coelllclent
01 Venation

0.15
061
012
0.18
0.28
0.19
0.36
022
0.16 387

c. Production (Metric tons)

Agadez
Dttra
Dosso
Maradi
Tahoua
TlIIabery
Zinder
C U.Nlamey
Total

il'

~
~

1982
360

19,910
253,462
268,261
156,532
318,391
274,987

o
1,291,902

1983
360

6,449
268.918
267,069
178,083
338.619
253.214

o
1,312,712

1984
o

795
160,768
189.541
87,341

182,050
439,788

o
1,040,264

1985
1,415

25,899
288.050
308,213
195,859
352,880
280,183

o
1.450,499

1986
1.703

10.596
264.859
292,218
222,610
329,018
262,334

o
1,383,337

1987
1.756
1.754

217,645
201,212
195,142
259,698
119,535

o
996,943

1988
1,763

34.278
293,447
389.929
282.964
405,512
353,912

o
1,761,805

1989
1,950
4,585

265,876
296,487
237,536
279,621
274,695

o
1,380,550

1990
o

39,358
316,600
279,868
135,319
208,575
206,393

o
1,186,113

1991
859

21,248
315,305
382,933
298,596
427,518
387,141

o
1,833,600

1992
827

52.441
335,621
400,712
293,423
370,328
321.675

12.964
1,787,992

1993
o

15,938
291,603
323,770
210,492
389.790
254,153

8,585
1,474,331

1994
1,504

32,475
338,751
434.096
373,549
426,758
361,144

4,503
1,972,777

Compound
Growth

0.13
0.04
0.02
0.04
0.08
0.02
0.02

004

Coel7lcient
of Venation

0.75
0.75
017
0.24
0.34 '
023
0.27
200
0.20
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Table 1 (Crop 2)
Sorghum
a. Planted Area (in Hectares; irrigated & non-Irrigated)

Compound Coetlicient
1962 1963 1964 1965 1966 1967 1966 1969 1990 1991 1992 1993 1994 Growth of Variation

Agadez 34 36 32 36 35 37 12 32 0.24
Diffa 16.150 2.650 316 9.609 9.103 5.922 11.571 4,119 12,475 7,295 2,041 1,049 -021 0.73
Dosso 59,600 68,140 62,799 58,194 97,753 109,009 66,909 72,544 155,633 51.831 38,574 34,311 62,496 0.00 0.43
Maradi 406,640 409,225 403,723 419,582 360,461 430,284 528,801 609,040 745,790 819,645 819,844 842,254 759,034 005 0.31
Tahoua 256,400 243,500 224,268 236,730 207.650 205.650 200,902 196,069 249,079 280,590 315,236 346,596 321,527 0.02 0.19
Tillabery 70,200 73,830 76.417 95.683 76,538 68.255 63.404 114.921 165,717 90,732 98,645 119,160 93,549 0.02 0.27
Zinder 319,190 311,045 330.906 331.023 341,952 519.773 563,565 611.421 918,075 919.582 1.246.159 660.547 777,905 0.08 0.47
C U.Nlamey 1.000 282 1.789 4,951 3,919 317 088
Total 1.134,560 1,106,590 1,096.449 1.142,226 1.'094.199 1.342.306 1.469.821 1,617,410 2,238,413 2,174,692 2,530,518 2.228,828 2,015,911 0.05 0.31

b. Yield (kg per hectare)
Compound Coelliclent

1982 1963 1984 1965 1986 1987 1988 1989 1990 1991 1992 1993 1994 Growth of Variation
Agadez 971 972 1.093 1,055 1,100 649 917 1,178 0.10
Diffa 701 447 9 128 1 400 505 63 193 168 55 263 -008 0.87
Dosso 407 344 344 441 526 447 404 454 130 451 373 354 375 -tl.01 023
Maradl 216 209 151 196 221 217 329 252 120 176 83 75 180 -tl 02 036
Tahoua 423 508 331 371 473 355 557 364 197 437 264 121 221 -tl.05 034
Tillabery 367 433 357 341 406 381 328 338 84 344 383 420 374 0.00 024
Zinder 301 290 158 302 267 240 371 191 116 153 138 139 167 -0.05 0.36
C.U.Niamey 200 199 293 271 284 317 0.17
Total 316 321 215 288 323 273 381 260 126 214 152 131 197 -tl.04 0.32 246

c Production (Metric tons)
Compound Coe«iclent

1962 1983 1984 1985 1966 1987 1988 1969 1990 1991 1992 1993 1994 Growth of VarialIon
Agadez 0 0 0 33 35 35 38 39 0 31 11 0 38 0.86
Diffa 12,723 1,274 3 0 1,211 9 2.369 5,843 259 2,408 1,226 112 276 -0.27 1.61
Dosso 24,339 22,752 21,603 25.664 51,418 46,727 35,111 32.935 20.232 23,378 14,388 12,148 23,437 0.00 041
Maradl 89,127 85,528 60,962 82,238 79,662 93,372 173,976 153,478 89.495 145,897 68,030 83,169 136,626 0.04 035
Tahoua 109,303 123,698 74.239 87,827 96,313 73,077 111,902 11,376 49,069 122,618 89.526 41,938 11,057 -0.04 0,29
Tillabery 27,167 31,966 27,261 32,621 31,074 26,005 27,357 38,643 13,920 31,212 37,781 50,0-47 34,987 0.02 0.26
Zinder 96,076 90,203 52,283 99,969 91,301 124,746 209,083 116,761 108,333 140.696 171,970 122,396 129,910 0.03 0.32
C.U.Niamey 0 0 0 200 0 0 56 524 0 0 1,342 1,113 100 1.71
Total 358,736 355,424 236.371 328,551 353,014 365,970 559,891 419,620 261,308 466,237 384,275 290,922 396,432 0.01 0.22

~~
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Table 1 (Crop 3)
Cowpeas
a Planted Area (in Hectares, irrigated & non-irrigated)

Compound Coelficlent
1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 Growth of Variation

Agadez 130 79 102 25
Dllfa 21,456 23,005 21,835 26,344 27,440 25,842 22,618 15,211 19.877 36,670 10.637 4,252 19.704 -0.01 0.36
Dosso 258,060 379,610 396.573 465.803 446.326 341,188 397,396 3n,263 376,326 468.232 737.419 570,343 378.514 0,03 0.26
Maradi 340,462 362,485 356,530 368,186 3n,109 476,552 536,007 633,357 713,298 648,380 955,652 1.015.333 622,860 0.05 038
Tahoua 261.800 265,100 257,225 265,128 203,099 221.202 224.459 331,152 245,791 425,365 604,635 567.993 624.375 0.08 0.44
Tlllabery 291.100 266,945 225,714 156,792 215,233 311,936 285,301 253,316 270,567 473,598 405,102 203.787 2n.267 0,00 029
Zinder 197,990 251,990 252,861 281.216 320,412 414,008 457,512 589,492 859.469 565,575 1,157,979 899,557 1,035.870 0.15 056
C.U.Niamey 1,000 1,799 4,449 26,7815 3,940 7,820 1.16
Tdal 1,370,868 1,549,135 1,512,738 1,568,289 1,589,749_ 1,790,809 1,925,194 2,199,838 2.465,326 2,642,489 3,698,409 3,265,205 2,966,410 0.07 0.34

b Yield (kg per hectare)
Compound Coetllclent

1982 1963 1964 1965 1986 1987 1988 1989 1990 1991 1992 1993 1994 Growth ofVllriatlon
Agadez 908 886 951 950
Dilfa 294 174 35 210 421 72 623 64 538 540 282 169 463 0,04 0.64
Dosso 61 91 111 38 223 40 51 367 61 219 125 32 99 0.02 0.79
Maradl 272 202 171 18 103 118 107 n 81 90 37 17 92 -0.09 0.66
Tahoua 210 200 123 40 126 43 141 133 16 183 127 29 152 -0.03 0.54
Tillabery 102 92 68 79 160 130 205 111 222 172 248 75 83 -0.02 044
Zinder 252 215 122 235 233 213 261 99 127 167 78 110 155 -0.04 035
C,U.Niamey 125 135 210 157 5 0.00 0.53
Total 165 149 66 97 192 113 152 149 67 158 103 51 129 -0.03 0.32 127

c Production (Metric tons)
Compound Coelficient

1962 1983 1964 1985 1986 1967 1986 1989 1990 1991 1992 1993 1994 Growth ofVeriatlon
Agadez 0 0 0 0 118 70 97 24 0 0 0 0 0 0.00 1.71
Dfl'fa 6,315 3,996 no 5.525 11.563 1.868 14.100 972 10,700 19,897 3,054 719 9,517 0.03 0.84
Dosso 20,831 34,403 44,214 17,890 99,487 13,599 20.129 138,618 28,944 106,935 91,927 18,251 37.473 0.05 0.78
Maradi 92,606 61,225 6,n2 39.004 59.999 57,417 48,575 57.464 58,499 35,404 35,359 17,261 57,303 -0.04 0.44
Tahoua 54,886 52,910 31,632 10,694 25.528 9,422 31,611 44.116 3,970 n.932 76,961 17.052 94,905 005 0.68
TlIIabery 29.665 24,585 15,374 12,670 34,450 32,028 58.765 28,108 6,065 82,579 107.288 15.264 23,013 ·0.02 0.79
Zinder 49,896 54,280 30,922 66,009 74.626 86.029 119,428 58,487 108.779 94.310 87.685 98,951 160.560 0.10 0.39
C,U,Nlamey 0 0 0 125 0 0 243 0 0 934 0 619 39 0.00 1.67
Tolal 254,199 231,399 129,684 151,917 305,771 202,433 292,948 327,789 216,957 417,991 402,274 168,136 362.810 0.03 0.34

\~.J
~
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Table 1 (Crop 4)
Groundnuts
a. Planted Area (in Hecteres; Irrigeled & non-Irrigated)

Compound Coelliclenl
1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 Growth of Variation

Agadez 41 0 0 0.00 1.41
Dllfa 327 13 14 0 0 'NUMI 1.81
Dosso 16,066 11.785 12,430 6,334 23,553 29,410 12,228 10,394 18,599 24,398 14,798 10,126 23,034 0.03 0.40
Maradl 84,178 77.345 65,107 8,716 30,312 91,849 41.329 14,686 19,675 43,663 67,827 58,161 47,089 -0.05 0.52
Tahoua 2,000 960 0 0 151 703 4.323 0 1,567 2,078 12,217 13,909 2,336 0.01 1.43
TlUabery 6,150 3,920 1,507 0 450 2,174 5,139 8,639 1,006 3,338 971 4,665 2,550 -0.07 0.78
Zinder 81,630 73,150 63,614 14,710 63.757 34,295 15,223 23,779 21,849 30,056 79,367 21,538 75,969 -0,01 0.58
C.U.Niamey 0.00 'D1V101
Total 190,371 167,160 142,658 29.760 ~18,223 158,244 78,297 57,498 62,696 103,533 175,160 108,399 150,998 -0.02 0.41

b. Yield (kg per hectare)
Compound Coefficient

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 Growth 01 VariatIon
Agadez 1,300 0 0 0,00 1.41
Di1ra 412 285 0 0 'NUMI 1.03
Dosso 599 621 256 417 479 499 463 476 273 501 614 664 657 001 0.25
Maradi 418 384 221 109 276 211 41 515 319 373 395 173 430 0.00 0.45
Tahoua 272 250 0 0 0 401 524 0 396 392 177 91 499 0.05 083
Tillabery 473 370 300 0 600 570 498 385 481 621 0 92 488 0.00 0.56
Zinder 478 496 238 332 543 145 28 353 231 278 240 324 390 -0.02 0.44
C U.Niamey 0.00
Total 459 449 175 442 428 210 193 463 315 336 316 235 447 0.00 031 344

c. Production (Metric Ions)
Compound Coefficient

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 Growth of Variation
Agadez 0 0 0 0 0 0 533 0 0 0 0 0 0 0.00 3.46
Dilfa 0 0 0 0 0 0 4 0 0 0 0 0 0 0.00 346
Dosso 9,640 7,320 7,320 7,320 7,320 7,320 7,320 7,320 7,320 7,320 7,320 6,720 15,132 0.04 0.27
Maredi 35.218 29,685 12,053 951 8,354 19,348 1,701 7,585 6,268 16,267 26,810 10,065 20,240 -0.05 0.69
Tahoua 544 240 0 0 0 282 2,562 0 632 814 2.161 1,272 1,165 0.07 109
TiUabery 2,910 1,450 452 0 270 1,240 2,557 3,324 484 2,073 0 430 1,245 -0.07 0.86
Zinder 39,053 36,300 5,116 4,886 34,633 4,986 433 8,400 5,058 8,264 19,042 6,974 29,651 -0.02 0.87
C UNlamey 0.00 0.00
Total 87,365 74,975 24,941 13,157 50,577 33,176 15.110 26,609 19,762 34,758 55,333 25,461 67,433 -002 0.57

~

~
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Table 2

National Crop Data, Niger, 196()'92
(Rainfed and Irrigated) Millet Sorghum Cowpeas Groundnuts Rice

AreB Production Area Production Area Production Area Production Area Production
Year (ha) Yield (kg) (tons) (ha) Yield (kg) (Ions) (ha) Yield (kg) (tons) (ha) Yield (kg) (tons) (ha) Yield (kg) (Ions)
1960 3,072,420 444 1,362,785 768,070 479 367,995 1,105,100 243 268,735 169,600 665 126,125 20,060 1,490 29,892
1981 3,088.248 432 1,313,642 982,320 327 321,650 1,197,632 235 281,617 208,700 478 101,700 20,670 1,884 38.945
1962 3,063,604 419 1,292,548 1,134,580 316 356,731 1,427,948 197 281,744 190,385 460 87,484 20,234 2,037 41,220
1983 3,135,550 414 1,298,345 1,106.590 321 3,554,155 1,608.525 169 271,349 167,560 447 74,970 22,160 2.022 44,798
1984 3,029,730 254 771,040 1,098.449 215 238,498 1,512,739 129 194,643 142,600 216 30,800 19.264 2,518 48,548
1985 3,168,705 458 1,449,893 1,142,228 288 329,220 1,566.199 74 115,332 29,700 283 8,400 20,585 2,754 56.694
1986 3,239,487 427 1,383,395 1.109,110 325 360.164 1,590,541 18-4 292.935 118,200 461 54,500 27,645 2,130 75,482
1987 3,018,723 330 996,930 1,342,306 273 365,847 1,790,809 117 208,788 158,244 254 40,427 24,802 2,4n 61,428
1988 3,525,947 501 1.768,318 1,489,821 381 560.189 1,925,194 157 301,549 78,256 165 12,921 17.555 3,011 52,884
1989 3,506,632 380 1,332,729 1,587,410 266 421,876 2,209,046 145 320.496 59,518 ' 429 25,522 22,535 3,415 76,953
1990 4,606,002 364 1,676,532 2.336,897 120 281,278 2,662,503 84 223,650 62,766 279 17,533 10,226 962 9,838
1991 4.385.952 421 1,846,020 2,070,819 226 468,971 2,866,153 133 318,207 103,533 383 39,664 5,134 1,147 5,869
1992 4,988.796 356 1,787.054 2.530,518 152 387,762 3,898,409 103 402,319 175.180 326 57,100 14.523 1,417 20,576
1993 3,860,299 369 1,425,619 2,238,829 129 288,691 3,357,718 48 162,823 8-4,102 238 20,152 8.060 1,489 9,025
1994 4,934,657 400 1,971,960 2,015,594 197 396,578 2,966.418 129 382,578 151,036 446 67,433 7,828 na 550

Gro'hih Rate 0.03 -0.01 003 0.07 -0.06 0.01 0.07 -0.04 0.03 -002 -0.03 -0.04 -0.07 0.00 -0.25
Coef of Vari81 019 0.14 0.22 0.36 0.35 138 0.39 0.38 0.28 0.42 035 0.66 039 0.44 0.63
Average 3,642,663 398 1,445,001 1,528,903 268 579,974 2,112.329 143 268,463 127,999 369 50,962 17,287 1,957 38,180

Source: Annualre Des Statistiqes De L'Agricultu!e, 1992, Ministry of Agriculture and Livestock, p.82.
ResuMats Dellnillfs De La Campagne Agrlcole D'Hlvemage 1994/95 May, 1995, Ministry of Agriculture and Livestock

V
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I

Table 3 (Crop 1)
Crop Dala, Southern (S) & Northern (N) Areas, Niger. 1982·94

Millet Magaria (S) & Tanout (N) .AKrondfssements, Department of Zinder
(Rainfed and Irrigated) Madarounta (S) & Dakoro (N) Arrondissments, Department of Maradi
a. Planted Area ('n Hectares; irrigated & non-Irrigated) Compound CoeIIicient Average

1982 1983 1984 1985 1986 1967 1986 1989 1990 1991 1992 1993 1994 Gr~h of Variation
Magaria 175,000 157,260 162,723 169,248 162,184 122,234 192,239 152,529 144,279 159,215 146,557 302,778 221,487 002 025
Tanout 120,870 112.785 118,897 96,841 169,515 188,527 188,527 214,504 235,334 252,425 587,409 148,130 278,111 007 0.59

Madarounta 96,000 99,790 96,882 97,899 92,597 91,892 95,607 90,428 69,746 70,557 199,943 90,137 108,335 0.01 0.31
Dakoro 131,670 139.960 118,241 120,551 144,848 141,108 182,266 199,317 315,741 271,827 569,855 231,406 284,788 0.07 055

b. Yield (kg per hectare)
Magaria 491 553 432 437 399 206 465 335 211 633 97 211 350 -0.03 0.40 372
Tanout 330 272 18 428 363 215 465 411 404 369 58 231 370 0.01 045 304

Madarounta 473 481 364 566 563 350 527 520 458 667 353 447 534 0.01 018 485
Dakoro 322 274 75 435 353 306 481 217 216 217 163 322 286 -0.01 036 281

c Production (Metric tons)
Magaria 86,061 87,130 70,300 74.115 64,711 25,180 93,236 51,097 30.443 100,837 142,813 63,740 77,464 -001 039
Tanout 39,905 30,660 2,140 41,450 61,534 40,533 91,436 88,161 24,475 93,203 33,914 34,232 102,899 0.08 0.58

Madarounta 45,406 48,000 35,360 55,411 52,132 32,162 50,480 47,023 31,945 47,075 70,664 40,271 57.069 002 022
Dakoto 42,398 38,350 8,870 52.440 51,081 43,179 84,025 43,252 68,200 58,988 92,853 74,430 81,555 0.06 0.39

Table 3 (Crop 2)
Sorghum
a. Planted Area (in Hectares; irrigated & non-irrigated) Compound Coelriclent

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 GrO'Mh of Variation
Magaria 115,000 98,915 95,902 96,776 110,360 117,998 114,215 142,493 . 48.488 345,361 515,746 285,529 172,003 0.03 0.67
Tanout 54,120 55,720 59,060 55,061 39.013 112,253 142,671 137,579 . 71,610 174,937 175,416 148,130 100,487 0.05 048

Madarounta 70,000 69,385 70,500 76,370 62,835 48,276 53,781 67,712 39,610 35,533 35,533 44,410 51,235 -0.03 0.25
Dakoro 84,640 80,955 71,959 69,752 48.348 57.754 72,193 69.512 193,155 135,611 135,610 151,007 181,185 0.06 0.44

b. Yield (kg per hectare)
Magana 234 281 224 300 287 234 301 266 127 144 116 120 218 -0.01 0.31 219
Tanout 400 222 30 324 242 222 510 190 85 183 45 82 258 -0.04 0.64 213

Madarounta 239 265 220 252 307 208 317 300 166 581 224 172 346 003 0.37 277
DakotO 154 146 44 175 156 262 291 140 85 214 93 n 217 0.03 0.45, 158

c. Production (Metric tons)
Magaria 26.930 27,795 21,577 29,033 31,673 27,612 34,379 37,903 18,858 49,887 59,826 34,395 37,481 003 032
Tanout 21,650 12,425 1,772 17,875 9,441 24,920 72,762 28,140 11.155 32,013 7,894 11,571 25,882 0.01 0.81

Madarounts 16,730 18,385 15,510 19,245 19,390 10,041 17.049 20,314 6,643 20,679 7,973 7,654 12,710 -002 0.33
Dakoro 13,034 11.820 3,166 12.205 7,542 15,132 21,008 9,732 16.480 39,070 12,578 11,639 35,038 009 0.62

v)
..s;..
'\- - - - .. - - - .. .. -, - - - .. - - - -



- - - - .. .. - - .. - - .. - - .. - .. - ..
Annex F Agrlcunural Data Niger Economic Reform and Mlcroenterprise Program Page 7

Table 3 (Crop 3)
Cowpeas
a. Planted Area (in Hectares; irrigated & non-irrigated) Compound Coefficient

1982 1983 1984 1985 1986 1967 1968 1989 1990 1991 1992 1993 1994 GrCMih of Variation
Magaria 60.000 64.915 101,961 106,322 100,833 102,726 123.042 149,567 166,193 1n,255 525,189 327,917 234,271 0.12 0.71
Tanout 26.020 43,855 11,636 14,100 35,759 33.608 36,459 69,401 93,331 26,752 100,726 79,217 151,633 0.16 0.70

Madarounfa 46,600 49,770 56,936 60,435 57,757 58.600 69,157 63.136 38.104 54.203 58,915 53,423 46,858 0.00 0.14
Dakoro 68.736 87,160 60,362 63,317 57,013 69,035 n.980 104,314 156,793 186,268 208,142 228,973 218,643 0.08 051

b. Yield (kg per hectare)
Magana 347 248 150 270 297 228 258 126 160 164 38 97 161 -0.05 0.42 199
Tanout 159 154 7 160 75 110 276 120 14 112 8 41 110 -0.03 0.71 104

Madarounfa 276 291 219 25 116 160 166 127 137 58 82 6 160 -0.04 060 140
Dakoro 207 115 93 15 103 97 78 77 160 75 33 6 30 -0.15 0.65 64

c. Production (Mettic tons)
Magaria 20,820 21.059 15,294 28,707 29,947 23,216 31,745 18,845 29,915 28,239 19,957 31,962 42,470 006 0.27
Tanout 4,137 6,754 81 2,256 2,862 3,697 10,063 8,328 1,307 3,220 806 99,224 16,625 0.12 2.08

Madarounfa 12,955 14,483 12,469 1,511 6,700 9,376 11,480 60,818 5,220 3,144 4,802 343 7,606 ·0.04 1.52
Dakoro 18,368 10,023 5,614 950 5,8n 6.696 6,082 8.032 25,087 13,970 6,765 1,353 6,546 -0.08 0.73

Table 3 (Crop 4)
Groundnuts
a. Planted Area (in Hectares; Irrigated & non-irrigated) Compound Coefficient

1982 1983 1984 1985 1968 1987 1968 1989 1990 1991 1992 1993 1994 ,rCMih (%/10! 01 Variation
Magaria 30,000 24,nO 25,969 4,121 33,231 15,611 6,665 7,685 8,891 8,132 36,197 7,100 21,625 -0.03 0.63
Tanout 0 10 0 0 0 0 0 0 0 0 0 0 0 0.00 3.48

Madarounfa 27,840 30,510 31,649 4,421 16,616 32,919 27,307 5,918 4,866 11,201 17,942 22.582 23,360 -0.01 0.51
Dakoro 5,442 3,035 0 0 100 0 148 1,679 0 0 885 974 0 'NUMI 1.68

b Yield (kg per hectare)
Magarla 0447 525 240 338 507 180 43 362 254 281 112 440 469 0.00 0.46 323
Tanout 0 500 0 0 0 0 0 0 0 0 0 0 0 0.00 3.48 38

Madarounfa 432 432 175 120 255 278 12 600 448 376 343 49 640 0.03 0.59 320
Dakoro 386 241 0 0 220 0 041 80 0 0 0 450 0 .NUMI 1.42 109

c. Production (Metric Ions)
Magarla 13,400 13,400 6,233 1,393 16,848 2,810 287 2.782 1,496 2,283 4,054 3,127 10,136 -0.02 0.88
Tanout 0 5 0 0 0 0 0 0 0 0 0 0 0 0.00 3.48

Madarounfa 12,027 13,180 5.539 531 4,237 9,151 328 3,551 2.160 4.216 6,152 1,111 14,958 0.02 0.80
Oakoro 2,111 730 0 0 22 0 6 134 0 0 0 438 0 .NUMI 2.17

~
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Table 4 Area Under Cultivations by Department, 1982-94
a. Rainy Season

TillaberYAgadez Ditta Dos80 Maradi Tahoua Zinder Total
1982 300 96,217 939,300 1,466,150 921,955 1,194,384 1,198,870 5,817,176
1983 330 50,570 1,095,035 1,508,485 932,135 1,192,325 1,217,440 5,996,320
1984 225 62,950 1,066,817 1,460,177 898,355 1,066,514 1,254,330 5,809,368
1985 1,664 80,859 1,174,545 1,440,535 942,572 1,072,058 1,222,952 5,935,185
1986 1,686 89,565 1,226,968 1,429,801 885,948 1,073,526 1,366,912 6,094,406
1987 2,066 89,767 1,093,883 1,664,751 881,574 1,065,994 1,524,055 6,34 !,OJO
1988 2,213 85,305 1,138,596 1,918,717 933,185 1,177,043 1,751,274 7,00,,3'13
1989 2,037 88,514 1,060,397 2,035,309 1,038,912 1,166,503 2,041,749 7,433,4 '1
1990 1,362 134,148 817,000 1,079,503 745,000 1,049,511 1,418,000 5,241,5 4
1991 1,806 137,148 1,455,847 2,442,213 '1,370,276 1,532,759 2,515,578 9,45'i,6. !7
1992 1,276 105,389 1,611,122 2,914,545 1,744,483 1,356,034 3,841,605 11,571,414

Growth Rate -004 0.04 0.05 0.11 0.09 003 0.18 0.'0
Coef of Varia 052 027 0.18 029 026 012 043 0.16

b. Dry Season
Agadez Diffa Desso Maradi Tahoua Tillabery Zinder Total

1984 1,620 3,998 10,899 2,711 20,836 11,226 11,513 62,803
1985 1,928 3,176 9,220 4,612 18,937 10,584 5,953 54,410
1986 2,460 6,779 6,794 2,117 15,582 10,301 4,224 48,7.57
1987 2,740 5,427 4,059 2,097 15,869 5,892 5,822 41,OCI6
1988 4,102 7,649 3,213 4,651 21,999 6,177 3,684 5~ 4i5
1989 3,793 9,898 2,801 4,206 35,914 3,277 3,917 63,8('6
1990 3,773 5,279 1,259 2,203 23,769 7,327 4,828 48,438
1991 3,822 6,775 1,075 2,467 19,675 5,212 5,923 44,969

Growth Rate 013 008 -0.28 -0.Q1 -0.Q1 -0.10 -009 -0.05
Coef of Varia 0.30 033 0.70 0.34 0.28 0.36 041 0.14

Source: Annuaire Des Statistiqes De L'Agriculture, 1992, Ministryof Agriculture and Livestock, p.62.

-.N
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Table 5 Crop Dala for Onions by Department\l

a Planted Area (in Hectares; imgated & non-irrigated) Compound Coefficienl

1986 1987 1988 1989 1990 1991 Growth of Variation

Agadez 247 182 319 424 228 141 -011 0.36

Ditta NO 38 82 75 93 98 027 054

Dosso 364 224 154 433 294 91 -024 045

Maradl 79 49 105 81 107 79 000 023

Tahoua 1.519 1,680 2.231 3.661 5,006 4.326 023 042

Tillabery 532 609 269 271 225 203 -018 0.44'

Zinder 110 121 296 262 462 371 028 047

Toial 2.651 3,103 3,476 5.407 6,415 5.309 0.13 0.30

b. Yield (kg per hectare) Compound Coefficient

1966 1987 1988 1989 1990 1991 Growth of Variation

Agadez 22,514 24,560 24,163 24.625 24,886 2,640 -035 039

Ditta NO 8.000 21,012 24,964 24.828 25,000 033 0.57

Dosso 9,212 10.325 6,312 14,466 39,088 31,576 0.28 067

Maradi 21,696 21.755 14.657 15.250 26.682 23.038 001 021

Tahoua 23,244 29.500 32,389 24.015 34,998 33,778 008 015

Tillabery 11.808 10.803 47,484 22,920 26,649 19,695 011 0.53

Zinder 23,660 25.223 22,375 27,100 35,636 20,999 -002 0.19

Total 19,229 23.604 30,077 23,275 34,293 31,792 0.11 0.20

c. Production (Metric tons) Compound Coefficient

1986 1987 1968 1989 1990 1991 Growth of Variation

Agadez 5,561 4,470 7.708 10,441 5,674 3,727 -008 0.38

Ditta NO 304 1,723 1,872 2.309 2,450 0.68 066

Dosso 3,353 2.313 972 6.264 11,492 2,873 -0.03 0.77

Maradi 1.714 1,066 1.539 1,235 2,855 1,820 001 034

Tahoua 35,308 55.480 72,260 92,722 175,200 146,124 033 051

Tillabery 6,282 6.579 13,723 6,211 5.996 3,998 .(l09 0.43

Zinder 2.603 3,052 6,623 7,100 16,464 7.791 025 063

Total 54,821 73,244 104,548 125,845 219,990 168,783 025 0.45

11 Onions are grown only in Ihe dry season.

~
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Table 6 Formal Sector FertilIZer Imports Through Donations and Purchases (Tons)

I
Growth Coef of

1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1/1/95- Rate Variation
a Fertilzer Donations 7/09/95
Urea NA NA
Canada NA NA 4,065 2,451 2,983 2,984
Japan NA NA 458 498.00 989.00 3,464
Netherlands NA NA 3,978 2.000
FAD NA NA 298
Subtotal NA NA 4,065 2,451 2,983 3,978 0 3,282 2,000 458 0 0 498 989 3.464 -0.Q1 0.89

NPK 15-15-15
Japan NA NA 1,257 1,330 789 1,291 1.495 1,526 1,353 499 493 674 640
Netherlands NA NA 2.504 2,990
BID NA NA 440
FAD NA NA 254 241
Subtotal 254 1,498 1,330 2.944 3,779 1,291 1.495 1,526 1,353 499 493 674 640 0.08

S T Phosphate\l
USAID NA NA 2.000
FAD NA NA 499 498
Subtotal 0 0 499 2,498 0 0 0 0 0 0 0 0 0

S S Phosphate\2
USAID NA NA 350
BID NA NA 50
Subtotal 0 0 0 40Q 0 0 0 0 0 0 0 0 0

Ammonium ~ NA NA
BID NA NA 90

Potassium
BID NA NA 20

b Fertilizer Purchases

Urea 2,220 3,640 2,245 2,451 3,058 4,145 159.00 272 00 69 22 -0.30 082
NPK 15-15-1 1.023 1,330 1,377 2.218 2,520 2,605 2000 788.00 1872 00 717 1.241 0.01 0.54
NPK 26-12-0 66
NPK 26-20-0 95
5 T Phosphate\l 499 2,498 3700 -0.31 106
S S Phospha 3,440 794 50 350 788.00 188.00 420.00 153.00 25700 -0.21 1.36
Tahoua Phos 387 350 211 1,770
Ammonium Sulphate 90
Potassium 1.00 5300 1500
DA. P. 1.00 30.00
11 Super Triple Phosphate
2/ Super Simple Phosphate

~
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Table 7 Formal Sector Fertilizer Sales and Warehouse Sales Prices (Tons)

a GON Sale: 1981 1962 1963 1964 1965 1986 I 1967 1986 1989 1990 1991 1992 1993 1994 1/1/95· Growth Coet.ot
Urea 7/00/95 Rate ofVarlBtlon
15-15-15 4,093 3,093 2,668 2,726 3,835 2,966 207100 145500 ,164000 273700 87000 8600 541 887 -0.11 0.56
24·23-12·6·. 1.609 1,772 1,404 2,136 2.503 2.237 1754.00 115700 134800 2701.00 323500 1932.00 1,362 1,696 0.00 030

S T Phospha 96 35 7 1 7 1 ·0.60 3401
5 S Phospho 353 681 299 47 530 765 25600 396.00 236.00 18800 289.00 211.00 34 66 -0.12 213.95
Tahoua Phos 4,786 6.999 3,205 3.823 1.584 430 58100 647.00 622.00 203.00 461.00 114.00 279 15 -0.36 2081.79
Ammonium ~ 92 666 800 730 487 11 19.00 268.00 30.00 6300 9.00 11.00 22 -0.10 297.21
Calcium Niln 37 5 2 56 61 2 13.00 400 1.00 .NUMI 23.11
Potassium 10 19 88 58 50 17 34.00 14.00 0.05 24.98
DAP 20 4 200 1.00 14.00 2.00 41.00 8 1 -0,28 12.50

1.00 9.00 16.00 2.00 2 0.05 5.76

b NOG prices/kg Growth Coet.ot
Urea Rate Vorllllion
15·15·15 35 50 50 50 60 65 65.00 6500 65.00 65.00 40.00 40.00 60 60 70 0.05 11
24·23·12·6·. 30 45 45 45 60 65 65.00 65.00 6500 6500 45.00 45.00 65 65 68 0.06 12

S T Phospha 30 45 45 65 60 65 65.00 6500 6500 65.00 45.00 4500 0.04 12
S S Phospho 30 45 45 45 70 75 7500 7500 7500 4500 4500 4500 75 75 75 0.07 16
Tahoua Phos 20 35 35 40 45 50 50.00 5000 5000 50.00 30.00 3000 50 50 55 007 10
Ammoniumf 28 28 28 35 35 35 35.00 35.00 35.00 35.00 2500 2500 25 25 25 -0.01 5
Calcium Nilr~ 20 35 35 35 60 60 60.00 60.00 60.00 6000 40.00 40.00 007 14
Potassium 20 35 25 35 45 50 5000 50.00 50.00 50.00 30.00 30.00 50 1.50 11
DAP 65 65.00 65.00 6500 65.00 50.00 50.00 50 -0.04 7

65.00 6500 65.00 65.00 65 0.00 0
11 Super Triple Phosphate
2/ Super SImple Phosphate

~
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Annex F Agncullural Data

Table 8

Niger Economic Reform and Microenlerprise Program

Fertilizer Relative Agronomic Efficiency Index
(Efficiency as a Percent of Single SuperPhosphate)

1985 1986 1987
Initial Benefit Residual Benefit Residual Benefit

Page 12

Tahoua Phosphate Rock
Tahoua PAPRI1
Pare W Phosphate Rock
Pare W PAPRI1
Triple Super Phosphate
Single Super Phosphate

820b
46 3c
42,5c
68.5b
867ab
1OO0a

758b
327c
526c
445c
837ab
1oo.0a

914a
12 Be
493b
5BOb
96 2a
1oo.0a

PAPR is partially acidulated phosphate rock
Source: A. Bationo, 8. H Chien, J. Henao, C B. Christianson, and AU Mokwunye, Agronomic Evaluation of Two Unaciclulated adn Pratlally Acidulated Phosphate Rocks Indigenous to Niger, Soli Science Soc. AIJI·

J 54: 1772·77, Ta~e 4, p. 1775.

Table 9 Phosphate Concentration and Solubility

cpannexf.xls

TotalP
Solubility

Water Citrate

~

~
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Table 6

Niger Economic Reform and Microenlerprlse Program

Fertilizer Relative Agronomic Efficiency Index
(Efficiency as a Percent of Single SuperPhosphate)

1985 1986 1987
Initial Benefit Residual Benefit Residual Benefit

Page 12

Tahoua Phosphate Rock
Tahoua PAPR\1
Pare W Phosphate Rock
Pare W PAPR\l
Triple Super Phosphate
Single Super Phosphate

820b
46.3c
42,5c
685b
867ab
l000a

758b
32.7c
526e
445c
837ab
l000a

914a
12.6c
493b
580b
96 2a
l000a

PAPR is partially acidulated phosphate rock
Source: A. Batlono, 8. H. Chien, J Henao, C B Chfllltlanson, and A U Mokwunye, Agronomic Evaluation of Two Unacidulated adn Pratially Acidulated Phosphate Rocks Indigenous to Niger,

Soil Scienc Soc.. Am J 54 1772·77, Table 4, p 1775

Table 9 Phosphate Concentration and Solubility

cpannexf.xlll

~

TotalP
Solubility

Water • Citrate

,..

p
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Annex F2

I/
Fertilizer Yield Study ( kg application of element N-P-K per hal (Ed, 1989)

and Yields of millet grain in kglha

I
0-20-0 46-20-0 46-19'-0Village Rainfall 0-0-0

Aguie 278 391 467 644 501

IAguie 337 499 625 883 743
Aguie 373 415 658 1088 560
Bande 301 136 241 428 260 IBande 352 290 524 794 615
Bande 545 71 105 101 95
Bande ND,1981 143 351 498 280 IBande NO, 1982 329 504 1046 778
Oadinkowa NO, 1981 169 367 586 627
Oadinkowa NO, 1982 466 564 942 808 IOaganou 231 144 156 196 287
Dan Takaya NO, 1982 547 841 770 977
Oungass 265 292 436 453 395 IOungass NO, 1981 140 283 437 339
Oungass NO, 1982 578 646 690 785
Guidam Roundji 208 177 164 183 232 IGuidam Roundji 344 292 721 1121 809
Guidam Roundji 454 446 750 955 705
GUlalmoum 204 105 104 64 98 IGuidimouni 261 256 485 780 320
Guidimouni 318 258 395 726 487
Guidimouni 449 360 534 738 570 IGuidimouni 566 215 453 727 393
Madarounfa 321 175 333 311 199
Madarounfa 401 508 793 935 886 IMadarounfa 553 515 670 901 600
Matameye 283 282 387 415 430
Matameye 288 133 335 348 257 IMatameye 304 418 563 981 722
Matameye 427 312 500 778 685

IMatameye 446 298 477 643 665
N'Gortiloum 105 167 152 139 130
N'Gortiloum 302 377 468 572 471

IN'Gortiloum 346 252 297 625 481
Tessaoua 330 504 734 854 577
Tessaoua 330 361 634 889 484

ITessaoua 362 430 811 1102 922
NO: no rainfall data given

I
I
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Annex F3 Tableau #1: Evolutlon des superficies productions et rendements de 1953 a1994
Su rflcies S en milUers d'hectares, loducttons P en mUliers de tonnes et rendements R en k ha)

1953 989.00 216.00 218. 385.00 183.00 45. 1.50 1.00 667. 4.80 3.60 750. 80.00 ,.. 4.00 50. 141.80 8.20 l$l~'
195<' 98800 37200 377. 39900 267.00 669. 2.00 1.30 650. 4.80 390 813. 114.00 15.00 132. 142.30 73.00 53.

1955 98900 48000 485. 389.00 30700 789 2.10 180 857. 5.10 460 902. 129.00 17.00 132. 195.40 14020 718.

1956 112100 46500 433. 57000 364.00 839. 440 3.30 750. 550 390 709. 349.00 24.00 69. 259.60 13100 505.

1957 145500 62000 426. 53400 300.00 562. 380 330 868 5.50 460 836. 351.00 400 11. 304.00 19280 634.

1956 150500 621.00 413. 43200 260.00 602. 380 330 868. 540 4.70 870. 341.00 55.00 161. 324.20 187.70 517.

1959 1595.00 87300 422. 45800 273.00 596 350 390 1114. 530 440 830. 388.00 50.00 129. 312.90 10450 334.

1960 169200 71800 424 44000 222.00 505 3.10 2.80 903. 8.20 740 902. 375.00 46.00 123. 321.40 15050 468.

1961 164000 77600 473 453.00 27500 607. 290 2.20 759 920 960 1043. 427.00 5000 117. 349.00 15180 435.

1962 184000 93400 508. 463.00 32000 691 320 240 750. 9.10 11 20 1231. 475.00 7350 155. 323.00 205.40 636.

1963 188700 97100 515. 485.00 35200 726 330 220 667. 940 1010 1074 48400 63.30 131- 318.50 220.30 692.

1964 177700 101300 570. 453.00 31500 695. 510 410 804 940 11.80 1255 493.10 6600 134. 292.90 184.40 830.

1965 181000 78950 436 46500 265.60 571. 440 2.70 614. 8.70 1170 1345. 432.30 48.00 111. 341.40 276.50 810.

1966 174300 84180 483. 545.70 27710 508. 350 220 629. 9.20 20 SO 2228. 608.00 6760 111. 339.40 288.20 849.

1967 1865.00 1000 10 536 53020 34220 645. 4.60 2.60 565. 11.50 32.50 2826. 689.40 77.00 112. 356.60 289.30 811.

1968 189520 73260 387. 59560 21510 361. 360 1.80 500. 15.30 3900 2549. 744.50 74.20 100. 432.00 252.40 584.

1969 2271.90 109540 482. 59500 289.30 486. 260 1.50 536. 1550 3800 2452. 968.10 8330 66. 319.80 206.90 647.

1970 230980 87090 377. 593.10 23020 388. 2.70 1.60 593. 1640 27.10 1652. 979.60 8430 86. 357.50 204.60 572.

1971 2355.60 95890 407. 57930 26680 461. 290 1.90 655. 17.10 27.30 1596 999.60 72.10 72. 39420 256.50 651.

1972 2194 50 91860 419. 56660 20840 368 370 230 622. 1720 3180 1849. 92060 144.10 157. 41850 260.20 622.

1973 200770 62690 312. 44800 12610 281. 520 2.60 500. 1780 4630 2601. 632.00 92.20 111. 363.80 77.10 212.

1974 2230.00 88260 396. 547.70 218.90 400 600 3.70 617. 1480 3020 2041. 91880 132.70 144. 256.00 12910 504.

1975 169290 56130 343. 79090 25380 321. 600 3.70 463. 1720 2930 1703. 839.30 218.50 260. 31970 41.70 130.

1976 252690 101910 403 615SO 28660 466. 15.60 11.90 753. 2170 2670 1323 637.40 216.10 256. 164.20 79.20 482.

1977 2728.50 113030 414 73250 342.00 467. 7.70 560 727 2300 2660 1157. 726.30 206.80 265. 174.30 62.30 472.

1978 272870 112260 412. 795.90 37120 466. 1090 870 798. 2540 31.60 1244. 952.40 271.50 285. 21020 9660 461.

1979 2922.70 125520 429. 716.70 35060 489. 1220 9.50 779. 1950 23.80 1221. 944.40 304.10 322. 144.90 6850 611.

1960 307240 1362.80 444. 768.10 36800 479 15.20 10.00 658. 2010 2990 1486. 1105.10 268.70 243. 189.60 226.10 1193.

1981 3038.20 131380 432. 982.30 32170 327. 11.00 'DIV/OI 20.70 38.90 1679. 1197.60 281.60 235. 208.70 101.70 467.

1982 308380 129250 419 113460 35870 316 1260 730 579. 20.20 4120 2040. 1427.90 281.70 197. 190.40 8750 460.

1983 313560 129830 414. 1106 60 355<40 321. 1050 6.70 638. 22.20 4480 2018. 1608.50 271.30 169. 16760 7500 447

1984 3029.70 77100 254. 1098.40 236.50 215. 1070 7.10 664. 19.30 48.50 2513. 151270 194.60 129. 14260 30.60 216.

1985 3168.70 1449.90 458. 114220 329.20 288. 7.20 3.40 472. 2060 58.70 2752. 156620 11530 74. 29.70 8.40 263.

1986 3239.50 1383.40 427. 1109.10 360.20 325. 9.40 6.10 649. 2760 75.50 2736. 159050 29290 184. 11820 5450 461.

1987 3016.70 996.90 330. 1342.30 365.80 273. 1400 7.60 557. 2480 61.40 2476. 1790.60 20860 117. 15620 40.20 254.

1988 3525.90 1766.30 501. 1469.60 56020 361. 960 490 510. 1760 52.90 3006. 192520 301.50 157. 78.30 1290 165.

1989 3565.70 121330 340 146960 259.50 177. 360 260 722. 1100 17.70 1609. 220900 32040 145. 5950 25.50 429.

1990 4606.10 1110.30 241. 2236.40 281.20 126. 5.60 1.60 321. 2290 3.10 135. 2585 30 216.50 84. 62.70 17.00 271

1991 4383.90 1844.30 421. 2068.70 360.90 184. 2.60 1.60 643. 240 6.60 2750. 2149.40 332.20 155. 106.60 36.40 360.

1992 4988.70 1767.30 358. 2530.50 38360 152. 2.28 .97 428. 2802 9106 3250 3698.40 401.60 103. 175.20 57.10 326.

1993 469100 1425.60 304. 2238.80 288.60 129. .50 .07 146. . 606 9.03 1469. 3357.70 162.80 48. 64.70 20.15 238.

1994 4934.60 1971.90 400. 1971.90 396.50 201. 2.41 1.75 728. 7.83 .55 70. 2966.40 382.50 129. 15100 67.40 446.

Page 1



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

Annex G
Business Plan for Export of Irrigated Green Beans



I
Producers lit~" the city d Tellaberi grfNI~ belIns for 8lqXIrt II'l an irrigatJan

sa- nW1IglId by the Farmss CoapeIaM 01 TiIaIcMIa.
The coopeI'lIliYe is IocalIId~1he City 01 TlllIIari in the District of TeIIablIri.
The IIlIQ3lJCn scheme is IocalIId 120 Ian from the IIirlIOrt via a good roae!.

The plan IS to picIc gI8«I be8ns 8I1CI1Illlre them for _ d8y lit the sitIt III an
~lr<Cl1diliCl1IId~ fer sI1ipnW1t1l:l &rcpe WIltlin two days by ....

Dunng the day the crap IS pid(ed. the c:oop«lIliIIe will coIIIIct and inspect1he produce.
ancl store It III an 0fHIIIIt .

The rngI1I: the crop IS pecIced it WIll be shipped by a 7 ten illfJigelabtld 1rUCk 01 the ClJClI)eI'IIlMI.
The projIlC:t will rent the 1ruCk for 70.1JOO.8O.000fd8y. The 1'lIntIIIf8e incIudIIs dr.-- and fuel.
The tnp to the Mport lalCAlS two I1clur&. The truclt will arrM lit the arport lit miclnigIlt.
The~~ 'MIl belnaaded into • iefiigelatecl SlllIIIiOlll1i within an hour.
The beans WIll be scrlIld again during the night in. pcIc8d for lllqXlIt ancIlIlSUInId in the cooler:
Women 18-30 y-. cld WIll be used far 8ClI1Ing; 1011:115 women wi! be ernpjoyed forM monIhs.
S/'upmenls at--. tDrIS C3i1 be lICIr18d in fotr hcxn ln1 r.-:kBd in atII'a::lMt ClII'dbc81:l car1Dns.
AftIIr packlng 1he blIans wi! be coaled in 1he nIfrigeIallld S1Diii 0llI11 for 8 to 12 hours beb81r11r1l;pOrt
The beans WIll be shlpped 1D ElRP8 WI Air Afrique which has 3 ttigI1ts per~

The production plan Is:
Plant 15 hecl8rlla of mgal8d filIIcIs for a yield d 8 • 7 tDnsIha
Producbon penocllS 0clDblIr - o-ntler
Period of haMl6t December through March

PnMous 8ffllrls to lllqXlIt1he be8ns r
strong dlImand for a high quality Ilf'DO

T"-1Ifforts _1_idic:III:lJ;«I by :
• Lack 01 cold SlDnIge lit1he~
• Deiays iI1111gh1B 01__ days.

· s-.deblJ iDIati01. in blIwI quaIit)
dua to...CGIidilial.

• F.-mer ••puII8ibiity for alllllqXllt I
• Lack d adlJqwlIl JI1PUl5.

The SllqlIy of~~ wiI c:ome from 15 hec:lanJ5 pIanIBd
Planting 0atIIS HaMlst ProcU*In FighlBlWeel
(3.75 haIPIanting) DaIIl8 (tons)

Oct 15th Dec 10-31 20 6
Oct 30 Jan 1-31 25 12
Nov 15 Feb 1-28 30 12
Nav30 Mars 1-31 15 12

18.000.000

Cost
4.440.000
2,900.000
1.000.000
9.000.000
1.500.000

18.7"0.000
FCFAIkg

50
150
200

2, Cost of Producbcn
a. Cooperabve
b Farmer
Total

1 Inputs
Seed (Bobby Picker) 75 kg/Ila = 12OO1ha
Fertilizer (UI'I'I3 - 15-15-1 20 tons
Insecticide
Packaging 1scm eartDns@SOOFCF
Transpott

I
I
I
I
I
I
I
I

I
I

3. Air Fr8lgl1t

4 Nigerian Tax
a.Customs
b. L.stter of Transport
c. Divers_

5. Tax tirtside NIQIII'
a. ImporlBr COI'I1mlSSIOI1

370

8.5
30

50

33.300.000

765.000
900.000
500.000

4.500.000

I
6. Management cost
a. Direc:lDr
b Accoun1llrlt
c Secn!tary
c temporary werleers

200000
120000

50000
750 15x.30 x5

2.400.000
1.440.000

600.000
1,687.500

I
I
I

7 cost at 1r.lnsport (per dlBm)

8 EIeclr1crty for an cfflce

9 OPT for tBIephoneIfax

10. AgIO (bank charges)

11. Office Fuml!lJre

12. Compulllr

13. Waf«

2,500.000

600.000

500.000

50.000

300.000

2,000.000

100.000

I
I

14. Road Transport of produce
80.000"33 tnps
Used PICkup
Vehicle fueIIlTl3In1rlnance

Tolal

Revenue from export
16.50 FCFAx 90.000

2.840.000

3.000.000
1.500.000

77.282.500

148.500.000

I
I

CapItal costs required lit airport

Cold storage at 3lrport
SortJng room at 8II'pcrt
Pallets
Office
mkannextl.wk4
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Annex H
Cereal Transport Costs



Transport costs from the Border Town, Jibye Nigeria to Niamey Niger,
Spring 1994

Truck, 35 ton capacity, hauling between 33 and 34 tons (350 sacks of
grain) valued between 388,235 and 400,000 FCFA.

Market tax: 15 Niara store

(920

(17,500

(35,000

(61,764

(176 FCFA)

1 Police post

1 Police post

Exit Maradi:

1 Customs post

Enter Maradi: 1 Gendarmerie post

Enter Madarounfa: 1 Gendarmerie post

Exit Madarounfa: 1 Customs post

Unloading costs: 50 FCFA/sack
FCFA for -350 sacks)

Customs tax for extra hours: 920 FCFA
FCFA)

Customs costs: 100 FCFA/sack
FCFA for 350 sacks)

Nigerien Duties and Fees

Annex H
Cereal Transport Costs

Loading costs: 15 Niara/sack
FCFA for 350 sacks).

Cost for guarding: 2 Niara/sack
(8,235 FCFA for 350 sacks).

Cost for vehicle exiting Nigeria: 4000 to 4800 Niara
(47,059 to 56,470 FCFA).

Nigerian Duties and Fees

Distance traveled: 709 km

1.
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1 Police post

1 Customs post

2 Gendarmerie posts

1 Gendarmerie post

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

1 Police post

1 Gendarmerie post

1 Customs post

Dogondoutchi

1 Police post

Dosso

1 Customs post

Simi N'Dayou (Margou)

Enter Niamey

1 Police post

2 Customs posts

1 Customs post

1 Gendarmerie post

1 Sirgade Routiere Gendarmerie

Guidan Roumji 1 Customs post

1 Gendarmerie post

Enter Madaoua 1 Gendarmerie post

Exit Madaoua 1 Police post

1 Customs post

Malbaza 1 Police post

1 Customs post

Enter Tocrnaoua? 1 Gendarmerie post

EXit I ocrnaoua? 1 Gen~arrneriE' post

1 Customs post

Sirni N'Konni

Yaya



Source:

Transport Costs to Selected Towns from Zinder, Niger

A sack of grain is approximately 95 kg.

(8,000 FCFA)

(24,000 FCFA)

(36,000 FCFA)

47,235 to 56,646 FCFA (135 to 162

@ 2,000 FCFA each

@ 1,000 FCFA each

87,499 FCFA (250 FCFAI sack)

12 Customs posts @ 3,000 FCFA each

8 Police posts

12 Gendarmerie posts

Personal communication: Seyni HAMADOU, Systeme d'information sur les
Marchee,OPVN

Zinder to Agadez: 18,000 FCFA per ton (1,800 FCFA per large sack or 900
FCFA per small to medium sack).

Zinder to Tanout: 6,000 FCFA per ton (600 FCFA per sack).

Zinder to Niamey: 11,000 FCFA per ton (1,100 FCFA per sack).

Zinder to Arlit: 20,000 FCFA per ton (2,000 FCFA per sack).

Note: The following posts are presently closed, those exiting Maradi and
Madaoua, Malbaza, and Sirni N'Dayou. Government pressure on post
personnel have reduced payments by drivers whose trucks conform to all
government regulations.

Labor cost:

Government of Nigeria Charges:
FCFA/sack)

Government of Niger Charges: 103,920 FCFA (297 FCFA/sack)

Total Control Posts: 32

2.
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USAID/U.S. Embassy

Rebecca Maestri
Center for Economic Growth
USAID/Washington

Keith Simmons
Center for Economic Growth
USAID/Washington

Gary Merritt
Program Officer
USAID/Niamey

John Schamper
Supervisory Agricultural Development Officer
USAID/REEDS
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Niamey Ie 29 Decembre 1995

Du President de KOKARI

A GEORGES THOMPSON I Chef Division REDME

Objet: Commentaires de KOKARI sur Ie rapport provisoire d'evaluation
d'Octobre 1995 du Programme de refonnes economiques et de Micro-entreprises
de I'USAID.

Monsieur,
Nous avons lu avec beaucoup d'interet Ie rapport cite en objet.II appelle de

notre part les commentaires suivants:
Les consultants n'ont eu aucun entretien avec les membres de KOKARI ce qui est a la
base des multiples imperfections contenues dans ce rapport provisoire. lIs se sont
contentes des fausses informations developpees et entretenues a dessein par nos
adversaires qu I ils n I ont donc pas pris soin de verifier ce qui est dommage de Ia part des
consultants.
Pour revenir aux accusations sans fondement contre 1a cooperative KOKARI: II est dit
en page 17je cite "KOKARI qui est directement responsable du developpement et de la
gestion du portefeuille credit du SICR, est en conflit permanent avec la direction du
SICR". KOKARI ne peut pas etre en conflit permanent avec Ia direction du SICR car
sur les trois membres qui composent la Direction deux sont membres de KOKARI sauf
si Ia Direction se resume seulement au Directeur du SICR. Dans Ia meme page il est
note et je cite "KOKARI, qui ne possede aucun savoir-faire en matiere de gestion, se
considere comme Ie seul candidat a la reprise du projet apres I'arret du financement de
l'USAID". Cette phrase demontre Ia Iegerete des investigations des consultants et leur
mepris vis a vis de KOKARI car on ne peut pas dire dans une page que Ie systeme
SICR assure efficacement Ie suivi des credits et enregistre de bons taux de



r~ouVTement et pretendre que KOKARI n'a aucun savoir-faire. II me plait de porter a
votre connaissance que les agents de credit avaient re<;:u une fonnation en matiere
d'instruction des dossiers bancaires basee sur la methode des "scoring" par Ie Task
Force Credit/DOR. Cette methode est simple et en meme temps ~fficace. pour preuve
les bons resultats enregistres par Task-Force-Credit/DOR. Vous conviendrez avec moi
qu'une formation doit faire I'objet de suivi pour detecter les insuffisances et les corriger
de maniere progressive. Ensuite ils ont affirme en meme temps que "KOKARI exerce
des pressions pour garantir I'interet personnel de ses agents de recouvrement" je
m'inscris en faux contre cette allegation car KOKARI n'est pas un syndicat pour
exercer des pressions sur qui que c;a soit. Notre devise Disponibilite-efficacite
Solidarite et notre experience propre ne nous permettent pas d' exercer des pressions sur
Ie SICR. II KOKARI aimerait, par exemple, que Ie SICR paye un salaire a ses agents en
pius des commIssions de periormance" Avant d'ecrire ces informations ies consultants
auraient da demander et analyser Ie contrat de travail des agents de KOKARI et Ie
reglement interieur du SICR qui prouvent que jusqu'a preuve du contraire les agents
sont payes conformement aux contrats et Ie regiement interieur en vigueur entre Ie
SICR et les agents de KOKARI.
Les consultants affirment dans la page 17 que les difficultes actuelles du SICR sont
dues a l'octroi de primes inappropriees aux agents de KOKARI en se referant aux
quatre prets importants dans la ville de Taboua. Les membres n'ont jamais beneficie de
primes inappropriees car ils ne sont payes que quand Ie taux de remboursement atteint
au moins 97% et les quatre credits en question ont ete accordes en Juin 1994 par Ie
volet credit DOR/CLUSA alors que Ie SICR a demarre officiellement Ie ler Octobre
1994.

Nl)l1S Vl)lll~"C' 3. !'J.venir que les ';0ilsultailts prennent Ie temps necessaire, pour
verifier Ia veracite des informations avant de les inserer dans les colonnes de leur
rapport pour eviter de telle situation en vue de preserver la credibilite et Ie serieux de
leur travail.
Je vous saurais gre de bien vouloir transmettre ces observations ai' equipe des
consultants et leur exprimer notre disponibilite a collaborer.
Recevez Monsieur Ie Chef de Division REDME, l'assurance de notre franche
collaboration.

Ampliations:

-MD PAPA SENE BUREAU REGIONAL CLUSA
-D.B BA
-SAIDOU AMADOU USAID/Niamey
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-
Review o(Draft Report "USAIDlNiger EcoDomic Reform ud Micro eDterprise Program"

Mike McGahuey, AFRI8DIPSGE

GeDeral Comments

The report provides good information and some good analysis. However, I think. that the report
mj~ addressing the major questions and issues. ADd, several very good ideas-such as
widespread use ofphosphorus, are marginaljzed by framing them as stand alone, magie-bullet
prescriptions instead as important components ofa system. Finally, progress by 802 aDd 803 in
establishing enabling conditions for broad-bascd use ofmore productive, less-degrading practices
is largely ignored. In smn, the following two main questions are inadequately addressed: (a) Does
Niger have potential for substantial growth in the rural sector and, ifso, (b) bas the Mission
program been on track?

1. The report did not adequately address the qUestiOD ofwbether or Dot Niger has the
potential (or growth in the agriculture sector. In particular, the report did not fully address the
production potential. There are estimates for single inputs like phosphorus, but these are treated in
isolation ofa general development process.

2. With respect to production (S03), this report is a proposaJ, Dot aD assessment Rather
than assess the potential by addressing the above questions, the report designed a program based
on a single-dimensional prescription-more use ofphosphorus. Was this what the team was asked
to do? (A focus on phosphorus is necessary, but hardly sufficient to increase production. AncL if
phosphorus, or any other input, is to be successfully promoted by somebody, that somebody needs
to ensme that this investment has the highest return aDd lowest risk. History shows that dealing
with phosphorus in isolation ofother inputs: Senegal tried narrow prescriptions in the early 19705
which was abandoned by government and farmers alike in the 19805. Farmers went back to a
systems approach to production. See a 1984 report by Dancette et al.)

3. The sectiODS'OD prodUctiOD fall to take iDto accouDt the S03 focus OD ideDtifyiDg and
establishing the eDabliag eoDdidoD' for broacl-bued adOptioD ofmore productiveud leu
degradiDg practices. The paper assesses 803 from a DIllOW technology prism by stating1bat
803 focusses more on conservation practices rather than production practices. 803, fiom this
perspective is "practice-neutral." The intent of803 is to expose farmers to a wide may of
production practices and then to empower them to act on their decisions. It is not to establish a
prescription for each zone based on DIIIOW biophysical criteria-farmers have a habit ofmaking
their own choice, but empowered, more knowledgeable farmers have a.wider range ofoptions for
investing. The basis for the S03 focus on conditions rather than on teelmical prescriptions is
fifteen years oflearning. These lessons made it clear that many fanners will invest in more
productive and sustainable practices ifincentives are sufficient, risks sufficiently low aDd
constraints reduced. These lessons also made it clear that farmers, once empowered and more
knowledgeable about the options, often make production decisions that outsiders would not expect.
The point is that trying to mandate a particular mandate produces marginal returns. It is more
productive to develop demonstration sites, empower people, aDd let them make their own



decisions. In my mind, one oftbe options !bat. would be used more witie1y would be phosphorus,
but it would be used as part ofa system.

4. The paper disregards the leadenhip by Niger ud by the MiuioD iD. ideDtifyiDg ud
establishing the enabling conditions over the last ten yean. Niger bas made substantial
progress over the last ten years on a number offronts including the transition from a milit8Iy to
democratically-elected government. changes in the rural code that authorize rural communities to
manage-natural resources on village-lands. steps to establish systems to resolve land disputes and
confer greater tenure security, thc-lega)ization ofsclf-dctcrmincd.coopcrativcs; reduction in
transport transaction costs. and the orientation ofGON agencies toward outreach aDd away from
regulation This leadership is an important contribution-to development progress in the subregion
as well as to the rest ofAfrica. Since Niger is ahead ofothers in addressing these serious issues,
the lessons produced have application beyond Niger's borders. (In some respects, the issues that
Niger must face today because ofthe burgeoning people-to-resource ratio are those which others
will be facing in the future. There is no reason to pay for these lessons over and over.)

5. The paper disregards the iDcreue iD namber ollarmen wbo Imve iDvested in more
productive, leu-degrading practices over the last ten yean. As we speak, farmers and
communities are investing capital and labor in soil and moisture conservation and soil enriching
measures. There is no precise report on the number ofpeople who have adopted better practices
but numbers from Mardi, Badagisberi, Majjia, and communities engaging in mwmd fornst
management schemes are illustrative. (The foUowing are estimates ofbow farmers and
communities are investing: about 10.000 ha under farmer-managed natural regeneration in the
MaradiIAguie region; about 3,000 ha have been treated with water-harvesting practices in the
Badagisberi area; about 7,000 ha are protected by windbreaks in the Majjia Valley; and, 225,000
ha are under community-managed natw'a1 forest management for production and sale of fuelwood.
A significance ofthese examples is that they provide insights into what to do to promote broader
intensification. These cases also show that farmers base their investment decisions on an array of
criteria. Consequently, programs should focus on empowering people to make choices aDd to
capitalize on those choices; programs should avoid supporting narrow prescriptions.

6. De idea that wider use olNiger phosphate would catalyze broader lISe ofother
prodUctioD and mlllenatioD practices is DOt ,upported ill field obienatioDl and 6teratare.
These sources indicate that investments in higher-priced inputs fonow investments in measures to
reduce soil and water loss. From a farmer's perspective, establishing an environment to increase
fertilizer-usc efficiency (FUE) is a first step. This suggests that a wiMing strategy for the
extension ofany capital inputs would be to identify those farmers who have already invested in soil
aDd water-conserving measures and work with them. They may be more likely toUSC'~and
the efficiency ofthosc inputs would probably be higher which would produce a more effective
demonstration for their colleagues.

7. De report should decouple lold ud phosphorus. This suaestion oversimplifies and
distracts from the eat constraint to intensification: lack ofbroad-based enabling conditions.
Capital, using evidence in the report, is not the constraint to intensification. The report estimates a
high level ofliquidity in the Niger economy. The issue that the assessment should have focussed
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on is "Why are the majority ofNiger farmers and entrepreneurs not investing these funds into
more intensive agriculture (including use ofphosphorus)?" In addressing this issue, the assessment
should have asked three additional questions: "Where are people intensifying?"; "What
distinguishes those who invest in more intensive production and those who do not? (i.e., the
enabling conditions)"; and. "What are 802 aDd 803 doing to establish the enabling conditions?"

As noted above, tens ofthousands ofhectares in Niger have come UDder more intensive
management by farmers and communities during the last five to ten years. As per 8D8lyses in
preparation for programs under 802 and S03, a list ofcandidate "enabling conditions" would
include devolution ofauthority, greater secmity ofresource tenure, increased access to markets,
increased access to capital, increased knowledge about management options, increased skills at the
household and community level to manage enterprises, etc. The report noted most of these, but it
failed to note that the Mission's programs have made substantial progress in testing and
establishing these conditions over the last ten years. It does not assess whether the Mission is on
the right path or not

(The assessment should refer to experiences with phosphorus in Senegal. Senegal processes
phosphorus but exports the vast majority with little being purchased by its own farmers-even
though the soils are seriously deficient in phosphorus. The problem in senegal, as in Niger, is not
availability so much as want ofenabling conditions.)

Recommendations for Assessment

1. Build on wbat works. As we speak, farmers are investing in more intensive production
practices. In Niger they are building water-harvesting and anti-erosion structures, establishing
windbreaks, managing field trees, managing natural regeneration offorests, applying mineral
fertilizer, applying pesticides, establishing pole plantations, and managing manure. A couple of
lessons emerge from these. First, studies in Burkina indicate that f&lDlers start with measures to
stabilize the physical and chemical environment and then move to more expensive aDd risky inputs.
For inputs such as fertilizer (including phosphorus), this makes ultimate sense: by reducing erosion
and maximizing soil moisture. farmers increase fertilizer-usc efficiency. Secondly, farmers use an
array ofcriteria for selecting production practices. CcmsequentJy, programs should n.-:;~ focus
resources on a narrow prescription. (Bob should have a very good handle on what people are
doing and why.)

2. MaiDtaiD a focus OD the ideatifieatioll, establisluDeat, ad Validatioll of "the ED.bliDg
Conditions for Broad-baled Use ofBetter Practica." Tbe biggest bag for the buck comes
from contributing to the empowerment offarmers IDd communities to make choices BDd to
capi1alizc on those choices. This bas been the basis for 803 since its inception.

b:\nigerast



An exclusive focus on SOl would me::~..~~~ ,'emIining two wmpor.ents of
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PAGE 02IRG2f322890145

The study tam'. findiDp directly support the~ thIl USAJD tbouJd DOt abddon
its inveItiilMts in markets ad the IIIIJIII'IDIIll ofproduetiYe raaun:eI. 'Ibis conehlsion
i. IUpponecl by the anIWCI'I to the two quationa put to the teIm:

Queation ] Does Niger have thepotentJa1lO «nine S1ISt/linable per copitIJ GDP
growtlt?

• sen, wb1ch iDYoIvea dtbrts to improve acceu to markdl, CIpCCiaBy through use of
improved, deccmtrl1ized tInaDciaIlCI'Yicea

• 503. which seeks 'Jsslhwd, widesprad adoption ofmanageaJelit practices th8Z
improve conservation and procluetivc Ute ofN"Jger's forests, field&. wate:rI and
putureI.

The UDCIerIyiIIa premise oftbit approach is _ in the IbeaIce ofeconomic powth
patClltial, the best return will come tbroup cmphuis 0II1amw1itariu and weIfire
CODCIlI'DI. AI the same time. little will be Jolt through reduc:cd irMisuDc:at. in marketa and
productive raoun:a

O\terd c.cIaIJoD

When. USAID Propoaed COUDtIy StratCIY Plan was reviewed iDtemaBy~ QXJCeIm were
raised about Niger~s ability to achieve IUItIiDable economic growth in excess ofits 3.3
perceut rate ofpopulation JrOWth. Some reviewers suggested tbIr UDIess tome means can
be found to achieve a flte orICODOIIIic growth in ex:ceu oftbe I'Ite ofpopdation growth,
USAID misht be most ctrective ifiu IttIteSY were to coracemrue ecdusively on USAID's
Stntesic Objective 1 (SOl), that~ eftbru re1ated to &mily pIamIing, rnatemaVchUd
M81tb Jer'\l'ka IDd cbiId lliaition.

1. Does Niger bI;ye die poICIIIiIJ to IChieve .IItIintNe per capita GOP arowth?

2. To what eaent does.the.nnl.ee:ooomy contribute to that-pmem:ial7

The Economic Reform mel MicrocnlerpriIC Program team wu liked to address two
spociftc queItionJ in its overall lCCtor UICI8IMItt:

K-.r QaeIdou Addreued

11/16/:995 16:51



Therefore, while Niger has significant potential for growth. USAID's strategy can secure
that potenti~ increase growth rates and help channel GON revenues from mining activity
into sustainable growth. We conclude that, even without USAtD assistance. the
commercial development ofgold and phosphate wiD proceed.. Some US teclmical

Question 2:

•

•

PAGE 133IRG

FinaIly, the agriculture/rural development sector is the bridge between
~nomic growth and Jong-term development. Gold mining, for example,
can contnbute up to 1,..'" to GOP in five years, but reserves are only
sufficient for 15 years ofproduction. Investment ofa poniOD ofthese
proceeds in strengthening rural production can transfonn a medium term
windfall into a long term income stream, while also spreading eeonomic
benefits more widely. The two decades ofinvestmeDts in the "enabling
conditions~ (by GON, USAID and Others) leave Niger poised to take full
advantage ofthe exogenous sourus ofgrowth (gold, fertilizer) which have
DOW become available.

The sector contributes indirectly to the income potentia! tram exploiting
phosphate reserves. The rural economy provides the demand for fertilizer,
while at the same time creating production increases through fertilizer
application. Initiatives needed to stimulate and complement phosphate use
include better seeds, storage and marketing for agricultural production,
greater rural access to credit for all farm and non-farm activities, improved
natural resources manJBement. and, in general, strengthened enabling
~nditioDS in the rural eoonomy.

The agriculture/rural development sector can make a significant
contribution, both directly and indirectly.

It can directly contribute annual income growth in excess of the rate of
rural population increase. Ifwe also consider the transition to cash input
farming and the widespread use ofphospbates, this sector alone can grow
more than the overall population growth rate.

To what extent does the nnal eC01lO1lf)' contribute to thaI potential?

The overall conclusion oflhis repon is that Niger has significant potential
to achieve sustainable per capita GDP growth. There are multiple 
contribUtors to growth, some recent and some well-established. Major
recent factors which will support growth include the gold reserves at
Liptako, the fertilizer reserves at Tahoua md the impact ofdevaluation of
the CFA franc. Established, IUld strengthening trends in rural market
development, land investment, tenure security and incentives for improved
resource management, significantly assist the growth ofrural farm and non
fann activities, and enhance both Niger's overall rate ofgrowth and rural
participation in that growth (see Table).

202289014516:51
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assistance on phosphate production may be useful. Therefore, USAID's comparative
advantage remains in continuing its emphasis on 502 and S03.
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UNITED STATES GOVERNMENT

We are impressed with the knowledge and expertise of the team
members that is demonstrated in this valuable cool and appreciate
their efforts to help us achieve our strategic objective.

( !

Preface: The majority of the comment~~below are cricical
(hopefully constructively), i.e. meant tc improve the quality of
~he final report. However, ~ want to preface these wich an
overall comment thac this is a useful reporc already, ~~at it
will not sit on the shelf. It will have a significant impact on
our program and increase our capacity to obtain the results we
are targeting in S02, as well as helping us modify the our
targets to be more ~ealistic and valuable.
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DATE:

TO:

FROM:

SUBJECT:

MEMORA-NDUM

November 13, 1995

Sidi M. Iddal, Acting SC~'a~ L~ade~

George R. Thompson, s04 F~¥Y£,~derlit ' I~'
, , '

Commencs en R~ral Production Sector Assessmenc
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General:

The first point is the Title. I believe the title should be
- Rural Produc~icn Sector Assessment. It fits what is in it

better.

The report alse ~eeds a lot of editing, formatting and completing
(lots of par:s ':"abeled "to be completed/expanded etc.). Someone
at Barents/K?~G should be ashamed of turning in even a draft that
is so sloppy. = am not one for form over substance, but there
was enough missing to make it difficult to come to conclusions on
some important pcints, e.g. without Annex E how can I judge if
the model useG is valid?

The Conclusic~s and Recommendations at the end should be expanded
to provide t~e COP's integration and resolution of the different
sections' conc':"~sions and recommendations, especially those which
seem to conflict: e.g. USAID should be catalyst for production
increase technologies such as phosphate (ag production section),
but should leave technical innovation work to other donors
(microenterprise section). Such an expanded Conclusion and
Recommendation Section would provide a bit more backup to the
executive summary.
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Ag Production Mgmt:

Section by Section:

On page 44 it was noted that "'necessity' may also be 'the mother
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which
that
We

Macroeconomic Issues: The importance of livestock is noted
will impact on the issue of savings, i.e. often stated fact
investing in livestock, was not really mobilizing savings.
need to take a closer look at this.

Under Niger'S Bretton Woods Agreements, page 36, though Niger may
still be in a stand-by arrangement, it isn't active. This
section should emphasize that if Niger does not enter into an
ESAF, WE (and most other donors) ARE OUT OF HERE~ It is
absolutely critical to our program.

In ~he Overview on page 37, are you saying that the wise use of
all geological resources are absolutely necessary to have
sustainable agricultural growth? Following on page 38 it s~ould

read GON and donors, ngos and private sector should address
constraints listed in Annex A...

Executive Summary: On page 7, ~he discussion of Marketing Boards
seems to look at the past experience and use rules of thumbs to
disparage the idea of private marketing mechanisms. The idea
must be examined in more depth to determine if i~ is sound or
not. Bankers have stated that it would take a marketing
mechanism similar to the cotton companies in Mali, Burkina, and
Cote d'Ivoire to really increase rural sector lending in the way
that the section of the assessment on Financial Services leads us
to believe is necessary.

On the other hand taking the taboo issue of using tariffs as a
means of improving marketing is the kind of open mindedness which
makes this report so valuable to us.

The annex on civil society could be easily in~egrated ln~o the
text of several sections. The civil society expert's comments on
this draft should be carefully in~egra~ed into the final
document.

How, if possible, do we get a~ least 50% of the benefits of our
program to women? If not possible, how do we optimize their
participation. ~he Financial Sector review covered t~is point
adequately, but the o~her sec~ions did not and ~he executive
summary barely men~ioned women or civil society.

There should be more general conclusions and recommendations on
two importan~ points: Women and Civil Socie~y. Tbe Terms of
reference is specific on these two points and they were raised at
the various briefings the team gave.
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of adoption,n This notion is critical to the continuation of the
development aid in Niger! ~he fact ~hac the Nigeriens have their
backs to the wall, makes real development possible now when it
was less feasible before. They had to hit bottom, and I believe
chey have hit it. It is also the reason why development is more
apt to succeed here than in more naturally endowed areas such as
some of the countries in southern and cencral Africa.

I recommend expanding on chis poine in this section and including
che idea in ehe beginning of the execucive summary.

On page 45, second line, the government is succeeding, not
"attempting"to curb bribes. Then "However, these abuses, esp. in
the regional context, are still ...

On page 50, footnote 26, cocton company in west Africa lS a good
example of what you are crying co say.

Middle of page 52, earthen works are often wonderf~l successes,
e.g. Burkina's small dams.

Page 53, if ground nuts are considered a woman's crop, lS this a
way to increase women in development?

And on IPM, recommend a full environmental assessment for S02.
We need one to recommend exploitation of Park W's phosphate
anyway. Let's do it now.

On phosphate, do we have a production package for millet,
sorghum, cowpeas, peanuts, etc that is cost effective and
financially viable assuming credit is available at 18-24%? Or is
this another study requirement?

On page 59, the third paragraph lS difficult to understand.
Expand a bit.

Output Marketing:

On page 73 re: end of subsidies, there is another option:
Nigeriens must either find another source, or pay the market rate
for fertilizers.

I did not see the private marketing mechanism (board?) mentioned
except in executive summary. Did I miss it?

MSE & SME Development:

On page 92, report discounts women as millers due to lack of
technical and mgmt skills. So ... is this noe a training
Opportunity to increase size of women's enterprises? We could
even bring che one woman miller in Maradi into the school as
woman miller teacher ...
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On Skins and Hides subsector, - expeceed co see someehing on
artisanal leatherworkers.

I've got to be convinced that the Guichet Unique is completely
useless. Did the MAPS Phase II survey really say that the
requirements of the guichets uniques are greater than the export
licenses before? Please check again.

On page 109, issue of individually owned MSEs seems to be covered
by ehe face thae the colleceives, coops or women's groups who gee
loans, actually re-lend funds d~rectly to i~dividuals. =t's not
unlike requiremencs for co-signers on loans.

On page 118, Conclusion and 119 Recommendation 2: :'m noc
convinced that we should leave appropriate eechnology to the
other donors. It is too imporeanc to be assumed. ATI has a
proposal on the table already and unless the other donors do more
on ag processing, ~ think we will need to be involved, :f only to
gee che ocher donors eiea co che organizacions ~hich have the
ideas.

Agricultural and Rural Enterprise Credit:

Partially missing footnotes was very aggravating in this section.

On page 130, to say that only ~OCCU is committed to achieving
full financial self-sufficiency gives the wrong impression, and
may be like the author shooting himself in the foot. All are
trying to attain "operating" financial self-sufficiency. And
Clusa is trying for full self-sufficiency while still using
subsidized funds if available. To say they might not be
available some day, and charge more is not applying the author's
own principle that DFls should charge what they need to make a
profit. They plan on doing just that.

On page 131, end of second para, the WOCCU/USAID subsidy should
continue until the central federation can also support training
costs and expansion.

In several places, the report implies that Livestock investments
are somehow bad. Given the importance of livestock to the
economy of Niger, this should be explained.

Literacy requirement should be emphasized in Exec Sum.

On page 140 the comparison to Mali should include the all
important system of marketing cotton which provides a de facto
guarantee for all banks. This is why promotion of a private
Niebe/Peanuts/Cotton/etc markecing board(s} may be an all
important activity to attain S02.

On page 145, it should be noted that the vast majority of the
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increase in women's participation in the C~USA program was not
due to increase interest rate, but to che development of a
targeted program for women only: The Women's groups which now
outnumber men's and mixed co-ops.

On page 153, the idea that we compromise and condone high subsidy
programs anywhere in Niger is understandable, but noc necessary.
If there are areas where an argument can be made that ~he people
are so destitute that it does not pay to build sustainable
inscitutions, we should only encourage people co migrace.

On page 154, it is not true that CLUSA is clueless as co what
~hey need to charge. They have a different opinion of what they
should charge. This report does not yec prove who is right
(missing Annex E might help) .

Also BRK is a likely success. It is in trouble now but the
auchor of the report already scaces elsewhere thac he believes it
will pull through, based on adjustments made by CARE based on
cheir own evaluations and audits of their own project.

USAID must be very careful not to screw up a good project by
taking too large a role in operations. Semi annual audits are
not feasible from an accounting point of view and especially by
USAID. Annual internal audits by the NGOs are the way to go.
USAID's role with NGOs should be to require results before we
continue funding, not micro-manage. The NGOs will be the ones
who decide what is needed to attain the results. USAID will
decide which NGOs merit grants based on results attained.

This is not to say we can not demand internal controls in grants,
and provide Technical Assistance as appropriate to address all of
this report's recommendations.

On page 160, replace the word coerce with one less onerous.
Again, audits for NGOs should be part of there SOP. We can do a
project with.a contractor and have more control.

On page 161, integration of different aspects of the USAID/Niger
program, does not mean integration of management. We plan on
concentrating by locality, keeping management independent for
different SOs and Crosscutting themes.



Overall comments:

1) First off, let me say that, although it may not be clear how
much this document contributes to the goals of the assessment to
which it is an annex, it generally fills the requirements of its
scope of work with regard to the first three points (the economic
analysis of specific technologies). The fourth through seventh
points of the SOW, those with regard to policy issues, are
addressed much less adequately.

Have the authors really considered this issue? Or
did they just accept the most obvious thing around, and decide to
push it? Do they have a workable model for Commissions Foncieres?
(Because, at present no one else does.) Can they present a
reasonable argument for how they would resolve tenure issues?
(Because at present no one else can.)

Granted, tenure is an issue, but the Mission is

2) Probably the worst theme of misinformation and the gr~a~~st

weakness in policy analysis in this document relates ~o tenure.
ASDG II is not working "closely and effectively with the Rural
Code seeking to promote the establishment of additional
Commission Foncieres ... " First, (and of least importance) the
Rural Code does not exist. (The Permanent Secretariat for the
Rural Code -SPCR- exists; the Principes D'Orientation for the
Rural Code exist; and, in some people's heads the Rural Code
Process exists.) But not the Rural Code.

Second, while ASDG II is working closely with the
SPCR, we are not working with them to establish CF. Though we
have contributed to a training session for the members of a CF,
and it is possible that the counterpart funds from one or more of
our tranches will support the establishment of a CF or two, we
are not committed to this activity. In fact, if either Kjell or
Tabor had talked to us more, they would have been told that we
are in the process of pulling back from our support to the Rural
Code process. (I mentioned this to Tabor, but he took no heed.)
The Missionts SP, presumably examined for this study, makes no
mention of CF t and this is intentional.
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MEMORANDUM

Review of "Economic Analysis of sustainable
Increases in Agriculturc~ Production: Linkages
Between strategic Objecti.ves 2 and 3" DRAFT October
1995

curt Nissly

David Miller

December 6, 1995

Subject:

To:

Date:

From:



Specific Notes:

p2 at top myriad [of] constraints (there are several
typoes like this, I won't note them all.)

p2 middle paragraph, second to last line. I'd put the
word "directly" at the end of the sentence.

p2 first full paragraphname the document ("Principes
Directeurs" here if that's what you are talking about.)

sentence about DPM doesn't mean or add anythingp2

3) Techo-extension centric approach: The report assumes that
USAID will and should take a classic techno-extension approach to
NRM development in Niger. This is not our approach, nor that of
other donors in Niger, nor that of GON (see comments concerning
the "Principes Directeurs" below.) Nor is it the approach of AID
Washington, either. Where do democratization, participation,
NGOs, and decentralization fit into this study? Where is
community empowerment? What effect will decentralization have?
How will NGOs be used? The report presents a program of
supporting "agents extending interventions. 1I Is that what we are
doing here? (see McGahuey's comments on the assessment for
further elaboration.)

p2 last paragraph, first sentence. There have been
concrete results from all these ongoing efforts, though the
effect of policy reform efforts on the behavior of rural
producers have not been measured. (This paragraph in general is a
scramble of unclear comments)

reconsidering the RC process, and primary among our concerns is
the number of issues surrounding the creation of the CF. (It is
surprising that as much emphasis is put on the CF, given the
recommendation to conduct a recurrent cost study; the cost of
these things being one of several killer problems haunting them)

Much can be done to address tenure issues outside of
the RC process, but the report addresses none of them. Some
pOlicy related activities improving tenure issues may relate to
the country's various decentralization activities, which are not
addressed in the report. This is a serious drawback, and reflects
the technocratic/extensionist orientation of the document

4) I have my questions too about the simplistic assumptions of
the economic analysis; that you can reduce all constraints to
rural producer adoption to "risk" and that you can get them to
shop by offering a 30% discount rate. It takes more than an
awareness of technologies with a high rate of return to
investment for a farmer to change. However, I enjoyed reading the
elaborate exercise; though the results may be dubious, it serves
to raise questions, particularly when comparing different

- technologies.
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page 4

The last line is not clear, does not follow.

Second full paragraph:

Last sentence on page 3, first partial sentence on
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first paragraph after the bullets

Note here the emphasis on the Principes Directeurs, the process
that must "gather much stronger momentum" Where are these taken
into consideration in the recommendations of the report? Where
does the report talk about participation, decentralization, NGOs,
or community" management of resources? Where does it talk about
food security (also part of S03, not mentioned in the report)?
If the authors took their own advise seriously, they would have
had much different recommendations, ones that support current
donor and GON consensus concerning where me must go. (Note, the
PDirecteurs are not only an official document, but were adopted
as law - executive order? in Ordonnance no 92-030. "Report"
is in any case, the wrong word.)

What does this have to do with the rest of the paragraph, and
what does it mean, with regard to DANIDA. with regard to USAID's
support, as I have said, it is wrong.

I would also disagree with the conclusion. Our Results Framework
does not emphasize forestry over agriculture, or agriculture over
livestock. (Since I don't know what document they use for their
analysis, I won't continue my argument. It is clear enough in the
Strategic Plan.) I might note though, that in the development of
our SP we were required to respond to the Agency's guidelines,
where there is a strong emphasis on the pnvironment. The fact
that this study is challenged to exami"~ ~r0duction lE~Q8S does
not grant leeway to overlook the complicated environmental issues
involved. Nowhere does the document present upfront this aspect
of agricultural development in Niger.

What is "S03" in this paragraph? Are the authors referring to the
strategic Plan? This is not clear. Not only is the source of the
figures unclear "language refers primarily to forestry 3 to 1
over agriculture .•. " (what are you talking about?) but this sort
of thing does not lend itself to quantitative analysis, please. A
proper analysis of the document would be easily conducted.

"combing in the minds of some" who are the some, and wha.t is the
relevance of this comment? This should be clearly presented, if
it is to be brought up, not of-hand.

p3

p3 first paragraph. Progress last year wasn't so much
better than in previous years, we just cleared two tranches then,
culminating work over several years. Tranch IIA, by the way, has
been satisfied, at least in the eyes of the GON, USAID has yet to
confirm.



page 44 What does it mean to say that increased agricultural
production will "have little meaning"?

5.2.1 Read Hopkins again, her conclusions do not
support the Rural Code process.

page 15 Tables should have notes explaining them, for faster
- reading. Some items in some of the tables are not explained well,

or not at all.

page 5 first full paragraphexpansion of surface area
cultivated provokes conflicts among a wide range of actors, not
just farmers and herders

What is a "mission estimate?"

"Charrettes" is not a word in English

2.1 Agriculture

page 23

page 12

page 11 first sentence. Focus on areas with little
conflict? Many people would argue just the opposite. Where there
is the pressure, there is the demand for change. What about the
theory of induced innovation? (Of course, that wouldn't fit with
the classic extension approach taken here, where rural producers
are passive recipients.)

page 9 2.2 is the beginning of an analysis, where do we go
with it? How does this analysis support the implication earlier
on that we don't do enough in the livestock sector (and how are
we to do more in the livestock sector if we are exploring
phosphate in Tahoua?) Any recommendations, or do we just leave it
at that?

page 8

This is their discussion of agriculture? Where is the discussion
of "management to increase production and reduce variability?"
Where is the discussion of agriculture? This is a discussion of
some technical aspects of fertilizer use in Niger. It is the
argument that is taken up in the larger report, and polished up
as a silver bullet. Given this, one sentence kind of worries me:
"the extent of Tahoua rock phosphate reserve has not been studied
nor has the range in quality of harvested phosphate nodules."
THIS IS OUR SILVER BULLET?
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November 27, 1995 Comments of Glenn Rogers, REDSOIWCA on
October 23, 1995 DRAFT REPORT:
USAID/NIGER ECONOMIC REFORM AND MICROENTERPRISE PROGRAM

Based on the the Niger Rural Sector Assessment Terms of Reference included in their
October 23 draft report, I see three questions they were to answer in the assessment:

1. Assess possibility of sustainable increases in agricultural production and its
impact on potential economic growth.
a. Assess Niger's basic biophysical potential for increased agricultural production
based on land area estimates
b. Analyze potential under current policy environment for generalizing NRM
practices that increase agric. production

1.Provide specific examples of application of these NRM practices
2.Conduct profitability analysis of NRM practices most likely to be applied.

2. Identify policy changes (macro economic and other) necessary to motivate
potential economic growth in Niger's rural sector
a. Review the work currently being conducted by the GON and the donor agencies
regarding the necessary policy changes, and identify essential policy gaps to be filled.

3. Provide recommendations for rural sector growth strategy stressing the
necessary linkages between S02 and S03.

- OVERAll OBSERVATIONS

1. The report is in VERY rough draft and sections are confusing with seemingly
contradictory statements.

2. There are .many redundant sections of the report and not enough material to
justify its current length. The report would be easier to read if it was half as long.
Presenting all the "Financial Markets 101" material in one place (or Annex) would
reduce duplication.

3. It doesn't appear that the team read or referenced the July 8, 1995 summary
report prepared by REDSO as a "Preliminary Impact Assessment of NEPRP". This was
discussed with the team leader when I briefed the team in August during the first days
of their TDY. The REDSO report's conclusions do not support what the assessment
came up with regarding benefits of re-imposing export taxes.

4. I think the report might be clearer if the sections were re-organized around fewer
main sections, perhaps related to the three key questions identified in the SOW.
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DETAILED COMMENTS RELATED TO EACH OF THE KEY QUESTIONS

The following are detailed comments by major theme or what appeared to be major
issues as I read through the report. I realize that the report is in very rough draft so I
may have misinterpreted what the team meant to say.

The Assessment draws several recommendations/conclusions. I was able to identify
the following key conclusions on the three questions to be answered.

1. Potential agricultural and related economic growth. (Exhibit 4, p1)
Niger will achieve an economic growth rate higher than 3 ..3% over the next two to five
years without USAIO assistance. Increased production of gold at Uptako is alone
projected to generate an additional $185 in GOP or 17% growth in GOP by the year
2000. However, only $1 6 million in additional rural income is expected from gold
mining.

The potential increases in crop production are estimated to be $109 million with $71
million coming from increased fertilizer use, $23 million from improved water
harvesting, and $1 5 million from improved marketing based on better information,
storage, and private seed production. This is a 39% increase over the 1993 levels,
directly accounting for a 9.25% growth in GOP. In 1994 official estimates of growth
in the agricultural sector were around 8% to 8.5% [p133].

Economic growth directly related to this increase in tradable agricultura-I output is
divided into two components. The first is an increase of $42 million in non-tradable
goods and services due to agricultural growth multiplier linkages assuming a growth
multiplier value of 1.4 for the increase in crop output. The second is an increase of
$39 million in non-tradable goods and services due to an increase in the multiplier from
1.4 to 1.5. This increase in the agricultural growth multiplier is expected as a result of

- the shift in relative prices of tradable and non-tradable goods and services following
devaluation of the CFA currency. This projects a total increase of $81 million in
"related economic growth".

In summary, the direct and indirect growth in GOP based on increased crop production
represents a 17% growth in GOP during the reference period. This is equivalent to the
increased GOP from gold mining that is expected to last 15 years, roughly the same
length of time as the uranium boom years. Given that the nominal exchange rate
between the CFA and the Naira was roughly the same in 1995 as in 1993, the effect
of devaluation may be overestimated. However, the fact that anglophone and
francophone currencies throughout West Africa have been devalued relative to the rest
of the world means there are significant new opportunities for agricultural import
substitution.

2. Identify policy changes (macro economic and other) necessary to motivate
potential economic growth in Niger's rural sector. I was able to identify a total of
eight possible policy changes mentioned at different places in the paper. These are:



a. Flexible tariffs (export taxes) to protect Nigeriens against the frequent
devaluations of the Nigerian Naira.

-
Table No.3 on page 19 of the draft report shows that agricultural production tripled by
1990 after "flexible" export tariffs were removed in 1987. When the equivalent of
high export taxes were reimposed between 1990 and 1993 (illegal payments on road
transport) agricultural output fell to roughly the 1988 levels. Based on this experience
this policy proposal would be a disaster for Niger, potentially totally offsetting any
gains from the initiatives to improve marketing identified above. Export market
diversification focusing on other CFA countries in both central and west Africa would
be a better policy prescription to address volatility in the Naira exchange rate.

b. Macro-economic policy should be used to identify multiplier impacts of rural
sector growth based on fertilizer development, FCFA devaluation, and other S02
support activities (presumably referring to increased access to financial services and
markets).

The stated objective is to influence the public investment budget or perhaps evaluate
the desirability of moving to a more flexible exchange rate policy. PASPE, the EAGER
Project supported RESEAU of Francophone economists, or other analytical support
mechanisms could be used to accomplish this objective. Couldn't this be
accomplished with project assistance rather than non-project assistance? The report
should identify potential uses of NPA for policy reform related to or coming out of these
anaylses. What are the costs of implementing reforms to ensure ohosohate fertilizer
production and delivery? This could be an initial estimate for set of NPA needs.

c. Reform of national seed policy and seed subsector.

Presumably this reform would be worth substantially less than the $1 5 million in annual
- increased crop production coming from improved marketing interventions. The paper

should try to identify the present value of seed sector reform in Niger and the costs of
implementing this reform as a first estimate of th range of NPA needs.

d. Suggested management actions required to improve output markets (storage
practices and bU$iness plan development) are not sufficiently linked to proposed policy
changes that USAID could support. Is this only TA to private sector actors? Perhaps
there are entry barriers for "business services" firms that could be removed as a policy
reform. The report is too vague as to whether this a policy area or not.

e. Is it proposed on p33 that reform of donor and GON projects with high subsidy
levels be considered a "policy reform" of the GON to improve price signals received by
producers? How would such a policy reform be approached?

f. (p34) Rationalize the levels of authorized customs fees and road taxes and
eliminate informal customs fees and road taxes. Is this a proposal for a second round
of what was done under the NEPRP? I am surprised that the estimates of payments
on page 34 and statements on page 45 and 59 are not compared to those reported in
the July 1995 NEPRP Preliminary Impact Evaluation completed by REDSO and
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discussed with the Assessment Team in August. There is not even any mention of
this earlier USAID analysis of this issue in Niger.

g. (p34) Eliminate tariffs on fertilizer imports is proposed as a policy reform on page
34. On page 72 the report states that the price of fertilizer in Niger will rise in two
years when subsidy to Nigerian farmers ends. The statements here imply it will not be
affordable without subsidy. Are these statements on page 34 and page 72 linked?

h. USAID's resources are better spent concentrating on policy constraints as
opposed to firm-level financial and management constraints. Other donors are
addressing these constraints. [p116] On page 115 the report concludes that this
related MSE sector growth can be accelerated most effectively by expanding access to
financial services. Can the various statements on this be pulled together in the report?

3. Provide recommendations for rural sector growth strategy stressing the
necessary linkages between S02 and S03.

The major recommendations need to be consistent throughout the paper. As indicated
by the quotes below there seem to be five key areas or conclusions for this S02
mentioned, but I was confused by what appear to be contradictory statements.

a. Is USAID's strategy to concentrate on financial services a high return investment?

p117: MSU study on informal sector: surveyed MSEs listed the lack of finance as
their second most severe problem after the general lack of demand, well ahead of
problems of technology and policy environment

p.10: USAID can best promote MSE growth by providing continued assistance in
- developing sustainable institutions to deliver financial services.

p37: main recommendation for agricultural production increases is to support
phosphate fertilization for grain crops.

p81 : the lack of a national seed policy is the primary obstacle to a functioning input
market in Niger.

p. 65: Credit is the major constraint to fertilizer use among small farmers

p.74: Credit alone is not enough:need output market structure and input markets lack
reliable seed and fertilizer sources. To impact agricultural productivity in rural areas,
USAID must, in collaboration with other donors, widen its current credit driven strategy
in assisting agric. marketing

p.78: USAID should offer technical expertise and other resources to improve storage
and conservation practices of cowpeas, onion, and maize.

p73: tithe Ministry of Plan publishes a 150 page directory of donor involvement in



agricultural input and output marketing" Does this suggest that other donors are
taking care of input and output marketing as well as any U5AID initiative could hope to
do, so we can focus on financial services?

1h Are there strong synergistic linkages between 501, 502, and 503?

p58: "U5AID's 503 is dependent on quick development of a Rural Code that
encourages investing in NRM practices; this is an unlikely combination".
Does this matter for 501 and 502?

Is there important spatial variation across district commissions in land tenure
constraints to increased production? If so does this imply that areas where these
constraints are less binding should be targeted by U5AID for 502 interventions?

p 153: Donors need to agree to target high subsidy programs to geographically poor
areas and the most economically viable areas receive support for sustainable
institutions. Are these geographic overlaps and target areas correlated with target
populations across 50s?

Page 59 reports that 503 is focused on conservation, especially forestry not
agriculture, and for this reason 502 and 503 are weakly linked. Does this imply that
U5AID should more strongly link these two 50s or should one of the 50s be dropped?

Will 502 interventions increase opportunities for literate women and decrease the need
for child labor in activities such as livestock raising due to the availability of alternative
savings mechanisms? Is this reduction in the economic benefit of children and the
increase in return on women's non-child raising activities significant enough to have an
effect on fertility rates? ie is 502 more strongly linked with 501 than 503?

Currently fertility rates in Niger appear to be constrained by low income levels, based
on my interpretation of DH5 data. When I look at the DH5 data it says we should
expect that as incomes rise, holding other things constant, that the achieved family size
would increase. Is the relatively rapid growth in rural incomes in the absence of other
changes going to offset any contributions of 501 activities to reduce fertility? Or is the
way in which incomes will grow under 502 initiatives helping to reduce fertility rates?

On page 52 the report says "increasing yields per ha can increase labor use efficiency
and potentially will release time and land for cash crop cultivation". Page 52 says that
additional weeding may be needed if fertilizers are applied. Is this release of labor time,
increased returns to labor, and potential increased demand for child labor expected to
increase or decrease fertility or childrens' attendance at school?

Are 502 initiatives to replace or promote the cereal bank initiatives under DPM?
On page 52 the report says "IPM, improved markets (undefined), and secondary road
networks will help farmers increase food security more than cereal banks." However,
on page 59 the report says "mitigation is essential for economic growth in Niger and it
supports the goals of 502 and 503 ....activities could include credit, FOOD 5TORAGE,
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food processing, and phosphate fertilization" On page 78 it is proposed that "502
should offer technical expertise and other resources to improve storage and
conservation practices of cowpeas, onion, and maize ....and provide expertise in
storage of cereals"

p132: What is the rate of return on livestock as a savings mechanism? Is there a
savings deposit rate of return that would reduce livestock numbers and improve herd
offtake? Would 502 in this way contribute to 503 objectives?

c. What is the evidence on price sensitivity of demand and supply of funds?

p138: tldemand of loan funds is sensitive to interest rates" but tldemand for loans are
relatively insensitive to price"
p 138: lithe ability for investors to shift to more profitable activities as interest rates
rise" This seems to imply that low interest rates makes investors abandon high return
activities.
p139: tlAt the end of the drought savings were withdrawn and reinvested as the
returns to livestock production rose" but tlthis suggests that savers are highly
insensitive to interest rates"
p161: the supply of investment capital is very sensitive to returns...but not evidence
that demand for loans is sensitive to interest rates .

.d..:. How do we operationally define access, use. and reach for financial services?

pB: only 2% of the population have access to credit
p155: Today less than 2% of the population of Niger receives financial services from
formal or semi-formal institutions.
p157: the only way to realize AID/Niger targets by 2002 is ...expanding services to

- reach 10% of the Nigerien population in the next decade
p132: Less than five percent of Nigeriens has access to formal or semi-formal financial
services and less than two percent to loans through those institutions. Only the
informal sector reaches a signif . % of Nigeriens.

.§.... Is there too little credit being offered or are there too few business investment
opportunities being provided to lenders? Assessment team needs to help the reader
put together the following statements spread throughout the report on different pages.

p155: At the same time that insufficient funds are available to finance economic
growth, there is a large surplus of savings.. .in the informal sector largely invested in
livestock but close to $200 million is kept in cash

p10: Strong depositor demand for a safe, accessible savings account.

p13: Formal financial institutions are likely to return a large portion of their assets to
depositors in an effort to downsize ...



p9: Mechanisms to analyze MSE risks and deliver credit are virtually non-existent.
p158: The most significant constraints to increased investment in SMEs is the lack of
viable economic activities to finance. Much of the lack of bankable activities is due to
public sector obstacles to the creation and operation of formal sector enterprises.

p34: USAID should provide lenders with technical assistance for preparing business
loans.
p34: Unless entrepreneurs develop their own business plans they may not understand
the business.

p13: rural sector access to formal-sector liquidity is best achieved using semi-formal
sector intermediaries

p12: women's activities are profitable, they are able to pay the full cost of obtaining
financial services, and they are more likely to have access to credit when it is provided
at full cost rather than at subsidized rates.

p 131: The 1995 study of rural financial institutions in Niger found money-keepers
offering both short and long term savings programs for their savers.

p13: What is now needed is to merge the WOCCU (deposit services for savers) with
SICR type brokering of funds from formal sector institutions. Is your description in
paragraph five on page 151 of the Sae Saboua case of using CLUSA/SICR to access
bank loans a model to build on? Very interesting how well the market works,

p 141: this section on estimated supply of savings in Niger was interesting and well
written, but could be shortened.

- There are some statements that sound unbelievable or lack a clear logic.

p.70: "In 1982 Niger was one of the largest produce (pineapples, green beans,
mangos, chili peppers) exporters to France, shipping 12,000 tonnes." This is the first
time I have ever heard that Niger is a major pineapple exporter to Europe.

p71 : "Abidjan is a market largely untargeted by Niger's exporters"
Onion exporters focus on Abidjan. It is not an unknown market. What does this

statement really mean?

p8: !'Ioan agreements that depend on personal relationships and the eventual
profitability of business endeavors...transform lenders into a blend of creditor and
quasi-equity holders, can pose management problems for MSEs and erode owner equity
even when profits are high." This sounds like a wonderful flexible interest rate lending
approach that spreads risk and makes more investments possible. The 1989 paper by
Christopher Udry reviews this type of financial market arrangement in Nigeria. I quote
him in my paper "Evaluating Financial Sector Development Linkages to Economic
Growth" that I prepared on your behalf for the USAID Economists Workshop.
p81: Section on Linkages Between Micro-Enterprises and Other Sectors of the Economy
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might find my USAID economist paper useful

p8: "potential growth impact of the FCFA devaluation is FCFA 1-3 bl.
However, the text does not mention that the nominal Naira/FCFA exchange rate in early
1995 was the same as in 1993. How are we to expect this big a growth impact?

p13: "barter transactions plus the highly personal manner in which credit is allocated
in the informal sector preclude resource allocation based on expected rates of return."
I find this hard to believe and I don't follow the logic.

p19: Table No 3 1988 elevage et de la peche should be 26%

p31 : "current irrigation systems are difficult to manage partly due to the small size of
farm plots" This statement is not supported in the assessment report. Evidence from
Mauritania [see Rogers 1993 article in the edited volume by Tad Park given to the
assessment team] suggests that it is the number of farmers that must work together
that causes low yields on small perimeters. A 10 ha irrigated area with land allocation
per farmer of 0.2 ha is likely to have lower yields because 50 farmers have to make
decisions together which is much more difficult than when 20 farmers each with 0.5
ha plots have to make decisions jointly for the same land area. The reason for low
yields could be the number of farmers making decisions together rather than the plot
size. Holding number of collaborating farmers constant, larger plots will likely result in
lower labor intensity and thus a lower rate of return on capital. This may end up
constraining investment in irrigated agriculture.

p58: "Tahoua rock phosphate .. .is bulkier than other fertilizers but the higher transport
cost will help keep it within Niger." Are we trying to limit exports?

- p79: the fifth paragraph which talks about high margins on onion marketing does not
provide evidence that improved market news and information on the radio would
reduce these margins in favor of producers. Much of this margin is taken up by other
transaction costs. A simple budget analysis of marketing margins is needed to justify
this statement.

p118: There is a lengthy discussion about the lack of sectoral mobility for labor and
limited interest of artisans in training the general public in their crafts. This section
should at least mention the caste system in Niger related to many of these craft
activities as one constraint on entry into these sectors.

p137: first full paragraph on interest rates and relaxing of interest rates is confused
and doesn't get any point across. A lot of this financial markets basic explanation text
could be consolidated into one Annex.

p152: "Donors have budgeted 35 billion FCFA for semi-formal financial institution
development" .
With four million SME potential participants this is nine thousand FCFA for every
potential participant in the country. Does this support the need for USAID S02?



p160: Donor coordination should set standards so banks do not get donors to compete
against each other to offer banks higher and higher levels of guarantees. (does this
suggest that there is already too much support to the financial sectpr?)

p32: Shouldn't media info efforts be linked to private sector initiatives such as that of
REUTERS?
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Rn-jew of Draft Report "USAIDlNiger Economi4: Reform aDd Micro enterprise Program"

Mike McGahuey, AFR/SD/PSGE

General Comment!

The report provides good information and some good analysis. However, I think that the report
missed addressing the major questions aDd issues_ And, several very good ideas-such IS

widespread use ofphosphorus, are margiMliud by framing them as stand alone, magie--bullet
prescriptions instead as important components ofa system. Finally, progress by S02IDd S03 in
establishing enabling conditions for broad-based use ofmo~ productive, Jess.dcgrading practices
is largely ignored In sum, the following two main questions are inadequately addressed: <a> Does
Niger have potential for substantial growth in the rural sector aDd, ifso, (b) bas the Mission
program been on track?

1. Tbe report did not adequately address tbe question ofwbether or Dot Niger bu the
potential for growth in the agriculture sector. In perticular, the report did not fully address the
production potential. There are estimates for single inputs like phosphorus, but these are treated in
isolation ofa general development process.

2. Witb respect to prodUctioD (503), this report is • proposal, Dot aD aueumenl Rather
than assess the potential by addressing the above questions, the report designed a program based
on a single-dimensiona) prescription-more use ofphosphorus. Was this what the team was asked
to do1 (A focus on phosphorus is DeCeSsaty, but hardly sufficient to increase production. And, if
phosphorus, or any other input, is to be successfully promoted by somebody, that somebody needs
to ensure that this investment has the highest return aDd lowest risk. History shows that dealing
with phosphorus in isolation ofother inputs: Senega) tried DllTOW prescriptions in 1be early 19705
which was abandoned by government aDd farmers alike in the 19805. Farmers weDt beck to a
systems approach to production. See a 1984 report by DaDceUc et. aI.)

3. The sectiOD' OD produdioa fail to take into KCOUIlt tile 803 foeu OD idaatifyiDcud
atabliahiDg the eaabliDC eoDditioDl for broacl-bued adoptioB of IIIOre procilletive ud lela
dep'adiDg practic:es. The peper assesses S03 from a DUIOW teclmology prism by stating that
S03 focusses more on conservation practices mther than production practices. S03, Dum this
perspective is "practice-neutral- Tbc intent 0(803 is to expose fanners to a wide may of
production practices aD,d then to empower dan to act on tbcir decisions. It is DOt to establish a
prescription for each zonc.besed on DIUIOW biophysical critcria-farmers have a habit ofmmng
their own choice, but empowered, more bowlcdgeable farmers have a wider nmsc ofoptioDs for
investing. The basis for the S03 focus on conditions rather than OD teclmicaJ prescriptiom is
fifteen years oflearning. Tbese lessons made it clear that many farmers will invest in more
productive and sustainable practices ifiDcentives lIe sufficient, risks sufficiently low and
constraints reduced. These lessons also made it clear that farmers, onceempo~ and more
knowledgeable about the~ often make production decisions that outsiders would DOt expect.
The point is that trying to mmcJate a particular 1D8JYttrte produces margiDal returns. h is more
productive to develop dwioostaation sites, empower people, aDd let them make their own



deci~ions. In my mind.. one ofthe options that would be used more widely wow(t be pbospborus,
but Jt would be used as pan ofa system. -

7. The report should decouple told and phOlpbOI1ll. This suaestion oversimplifies IDd
distracts from the real CODStraint to intensification: lack ofbroad-based enabling conditions.
Capital, using evidence in the repo~ is not the CODStraint to intenPfieation. Tbe report csUmate'$ a
high level ofliquidity in the Niger economy. The issue that the IS!CSSIDCDt should have focussed
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6. The idea that wider ue ofNicer phosphate would catalyze broader De ofotJaer
production and coDlenation prac:tica ilBOt Apported a field obIenationa and literature.
These sources indicate that iDYestments in higber-prked iDpuIs foDow investmeDIs in measures to
reduce soil and water loss. From a fanner's perspective~ estabUsbiDs an environment to iDaease
fertiIizer-use efticieDcy (FUE) is a first step. This suggests that a winning strategy for 1he
extension ofany capital inputs would be to identify 1hose fanners who have~ iIMsted in soil
and water..conserving measures and work with them. Tbey may be more likely to use~ and
the efficiency oftbose inputs would probably be higher which would produce a more etTective
demonstration for their colleagues.

5. The paper disregards the increase ill namber of farmers who have invested iD more
productive, less-degrading practices over tbe lut teD yean. As we speU.. farmers and
communities are investing capital and labor in soil aDd moisture conservation and soil enriching
measures. There is no precise report on the number ofpeople who have adopted better practices
but numbers m,m Mar~ Badagisheri, Majjia, and communities engaging i.o ~wnu WItS'
management schemes are iIlustmtive. (The fonowing 1ft estimates ofhow tanners and
communities are investing: about 10,000 ba under farmer-managed natural regeneration in the
MaradiIAguie region; about 3.000 ba have been treated with watcr-barvcsting practices in the
Badagisberi area; about 7,000 ba are protected by windbteaks in the Majjia Valley; IDd, 225,000
ba are under community-managed natural forest management for production aDd sale offuclwood.
A significance ofthese examples is that they provide insights into what to do to promote broader
intensification. These cases also show that farmers bese their investment decisions on aD array of
criteria. Consequently, programs should focus on empowering people to make choices IDd to
capitalize on those choices; programs should avoid supporting DmOW prescriptions.

4. The paper cliIreprdl tile ladenhip by Niger ud by tile MiuioD ba ldeatifybaa ud
establishing the eaabliDg conditioDs over the Jut teD yean. Niger bas made substantial
progress over the last ten years on a number offronts including the transition from a military to
democratica.Uy-elected government, changes in the rural code that authorize rural commUDities to
manage natural resources on village lands. steps to establish systems to resolve land.disputes and
confer greater tenure security, the legaljZJl1jon of :self-determined cooperatives, rccmctioIl in
transpon transaction costs. and the orientation ofGON agencies toward outreach and away from
regulation. This leadership is an important contnbution to development progress in the subregion
as well as to the rest ofAfrica. Since Niger is ahead ofothers in addressing these serious issues,
the lessons produced have application beyoDd Niger's borders. (In some respects, 1be issues that
Niger must face today because of the burgeoning people-to-resource ratio are those which others
will be facing in the future. There is no reason to pay for these lessons over and over.)
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on is "\Vby are the majority ofNiger farmers and entrepseneurs not inYesting these funds into
more intensive agriculture (including use ofphosphorus)?" In addressing this issue, the assessment
should have asked three additional questions: "Where are people intensifyiDg1"; "What
distinguishes those who invest in more intensive p-oduction aDd those who do DOt? (ie., the
enabling conditions)"~ and, "What are 802 and 803 doing to establish the enabling conditions?"

As noted above. tens ofthousands ofhectares in Niger have come UDder more intensive
management by farmers and communities during the last five to ten years. As per analyses in
preparation for programs under 802 and S03. a list ofcandidate "enabling conditions" would
include devolution ofauthority. greater security ofresource tenure. increased access to markets,
inaeased access to capital, increased knowledge about management options, increased skills at the
household and community level to manage enterprises, etc. The report noted most of1hese. but it
failed to note that the Mission's programs have made substantial progress in testing and
establishing these conditions over the last ten years. It does not assess whether the Mission is on
the right path or not

(The assessment should refer to experiences with phosphorus in Senegal. Senegal processes
phosphorus but exports the vast majority with little being purchased by its own farmers-even
though the soils are seriously deficient in phosphorus. The problem in Senegal, as in Niger. is not
availability so much as want ofenabling conditions.)

RecommendatioDS for Auasment

1. Build OD what works. As we speak, farmers are investing in more intensive p-oduction
practices. In Niger they are building water-harvesting and anti~ionstructures. establishing
windbreaks. managing field trees, managing natural regeneration offorests, applying miDeraJ
fertilizer. applying pesticides. establishing pole plantations, aDd managing manure. A couple of
lessons emerge from these. First, studies in Burkina indicate that farmers stilt with measures to
stabilize the physical and chemical environment IDd then move to more expensive IDd risky inputs.
For inputs such as fertilizer (including phosphorus), this makes ultimate sense: by reducing erosion
and maximizing soil moisture, farmers increase fertilizer-use efficiency. Secondly. fanners use an
array ofcriteria for selecting p-oduction practices. ConsequeDtIy, programs should DOt focus
resources on a narrow prescription. (Bob should have avery good haDdle on what people are
doing and why.)

2. MaIDtam. focus OD the icleatificatioD, establilluDeat, ud validatio. or "tile EubIiDg
CODditioU for Broad-baed Vie oCBetter PractieeL· The biggest blDg for the buck comes
ftom contributing to the empowerment offarmers and communities to make choices IDd to
capitalize on those choices. This bas been the-basis for S03 since its inception.

b:\nigerast
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I. TREATMENT OF INTERNATIONAL TRADE IN 11IE ASSESSMENT

1.10 In general, the treatment of international trade in the assessment represents the weakest portion
of the document. There are numerous assertions founded on inadequate data, -and in some cases, out
moded, dubious, and discarded economic theory. For example, in one case an argument for trade
protection is~~ no more theoretical justification than a CUlDamadJematical theorem
published ial~~~para 1), which is itself ~consistent in its~~ aDd the
weight of a~ to a protectionist-minded audienceis.~ (P.27, p3I2 3).
The author ~-"i:asefor managed trade based on a -negative pfoOr argument rEcoIlOl:DBts
have never proved that-free trade is better than managed trade. - (p. 27~ para'1); of course, this
argument represents a logical failure - the negative of something can never be proven (such as. ·prove
you didn't rob a bank last week").

1.20 Aside from failure in logic and absence of theoretical base, there are several compelling reasons
the trade potion of the Assessment absolutely must be drastically revised. Trade policies advocated in
the Assessment, if followed by USAID/Niger. would put the USAID/Niger program at variance with
both Agency policy and trade policies for Niger being advocated by the Bretton Woods institutions.
In addition, application of trade policies advocated in the assessment would run directly contrary to
policy advice provided to the Government of Niger under the USAID-funded National Economic
Policy Reform Project (NPRP) (683-0259): also work done under the SPRP. and the last evaluation
ll{ !':PRP. has shown application of the export taxation policies administratively infeasible and wstly n
!::nTIS of lost export markets.

1.21 The authors of the assessment advocate a trade strategy based on implementation of variable
taxeS on exports and imports. Development theorists. worldwide. are now wnvinced that there are
~::'.;; p~)ii..::ies which encourage economic development more than L'10Se '.:';Jci1 tlorders to trade. Be:ca<.i.5C

It qualities for special and preferential treatment as an LDC. Niger pWDabiy would nor encounter
Jit'ticulties with the International Trade Organization (which it intends to j0in. according to the I~fF

Policy Framework paper) under the GAIT agreement by implementing a system of variable levies
i which are basically proscribed under GAIT rules). implementing variable levies would run directly
counter to structural adjustment policies being advocated by the International Monetary Fund and the

- IBRD. Policy prescrIptions advocated in the assessment, if followed by USAID/Niger. would put the
\1ission in direct contlict with the IBRD and IMF as regards trade policy for Niger.

; .22 Considerable analytical work has been done under the USAID-financed Niger Economic Reform
Project (683~59) which has shown the negative effects of export taxes and other measures
restraining international trade on the economic development of Niger. Indeed, removal of export
taxes and other barriers to exports has been a condition precedent to certain disbursements under
~PRP. Presumably, if USAID/Niger followed trade policies advocated in the assessment, it would
:-cverse its position vis-a-vis the Government of Niger as regards the economic effects of export taXes.
in spite of the faulty theoretical base noted ahove. and its own experience with application of expon
~axes in Niger.

! .23 Part of USAID/Niger's work on export taxes shows that they are administratively infeasible
because of weak Government of Niger administrative capabilities. The Mission has found that.
consequently, export taxes serve only to further corruption. and generally discourage exports.
Nothing has occurred during recent years which as improved the administrative capabilities of the
Government of Niger. Consequently, by advocating expon taxes, the Assessment would have the
Mission advocating policies to reduce economic growth. The idea of export controls could be



discarded on grouuds of administratively infeasibility alone. On P. 29 of the Assessment, the authors
appear to argue m. the "flexible tariff" could be applied to the formal sector exclusively; this
would, however, aeate a whole new set of definitional aDd administrative problems, and more room
for corruption.

Effect of Nipria

1.30 The authors correctly perceive that instability ill Hima"s economic policies have negative
effects in Niger. However, their analysis of how to deal with theses problems is seriously faulted by
logical inconsisteocy, lack of data, and unsupported assertions. Consequently, policies advocated in
the Assessment are seriously flawed, and the Assessment neglects to outline policies and programs
which would be positively beneficial for economic growth.

1.31 Given that NIgeria's economy is more than ten times as large as that of Niger, and that the two
countries share a common mostly uncontrollable border of over 1000 lan, economic and trade
policies followed in Nigeria will have a major impact in Niger. The Assessment is unbalanced in its
approach to the ~ 1\igeria problem." concentrating on problems to the exclusion of opportunities. The
proximity of the e:lormous Nigerian market offers numerous economic and trade opportunities for
:'-Jiger. as well as c~rtain kinds of problems. which can be classified in the areas of economic. trade
and tlnancial poliCles followed by the Government of Nigeria. The Assessment in its blind advocacy
uf protectionist tr<w~ policies. fails to distinguish between these problems and to offe~ differentiated
solutions. Negatl\;; :-.ligerian policy int1uences ~ould be further elaborated as: (a) inC\.'nsistencyof
~ol icy: (: I prot~.:::onist poii.:ies followed hy the Gov~mmem of l\igena: and (3) maiDtenance of
the Nigerian Naira as an inconvertible "controlled" currency. While not an official policy of the
G,,·ccr!1.ment of ~ig~ri,". : fourth problem could be added to the list - that of endemic. p;:rvaolug
w;-;-upt!on in :\ ig-=::.1. '" Id\..h affects all husiness and trade relations hetween the two counmes.

1.32 Economl": pc' .l.:ies of th~ Government of Nigeria have long heen inconsistent. and .;onsequently
Ju not offer a bastS for planning in a much smaller neighboring economy such as that or Niger.
While Niger can dt' little to affect the inconsistency of policy in Nigeria. it can affect the flexibility of
its own policies. There are several implications. which are not noted in the Assessment. Also
~iger can work to .ilversify its markets. Another is that policies and strategies in Niger should have
maximum flexibility. For example. Nigerien traders may well develop an export market in Nigeria
for a given produ~. only to find that product "banned" hy the Government of Nigeria for export.
There is a premium ior diversification of markets and the ability to develop alternative products, for
internal consumption or export, in this situation. Also, Niger has no interest is assisting the
Government of ~igcda to apply inconsistent policies. For this reason. the Government of Niger
should do all that I: .:an to maintain tluid trade in its border areas with Nigeria, as opposed to setting
up export controls and variable taxes managed by a "panel of experts." Most trade is already through
informal channds .... hich are little influenced by inconsistent Government of Nigeria policies, at least
over any signitl..::an: length of time; the Government of Niger should positively encourage it.

1.33 Part of the problem for Niger's trade with Nigeria results from plainly protectionist policies
sometimes followed by the latter. For example, several years ago, Nigeria embarked on an iJI
advised policy of "food self-sufficiency," which, in effect. banned a number of Nigerien products
from the country's markets. While informal trade assured a certain level of exports, Niger was
nonetheless advers~y affected. While the pursuit of protectionist policies in Nigeria creates victims,
in an economic welfare sense. among both consumers and producers in both countries, protectionist
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policies, such as variable import and export taxes, by the Government of Niger. as advocated by the
authors of the assessment. would only compound the problem. In a eenain sense, there is 00

•solution. " since trade protectionism inevitably causes damage to consumer and producer welfare.
However. policies such as diversification and ability to rapidly change agricuitui'al product lines could
serve to limit damage. and these are not outlined in the Assessment. Indeed. much of the damage
limitation available to Niger from inconsistent and protectionist policies by Nigeria derives from the
fact that a high proportioa~.Niger's exports to Nigeria are contraband. Policies such as export
taxes, advocated in the~. would set"Ve to formalize this trade, and render it more
susceptible to shocks resulting from protectionist and inconsistent policies in Nigeria.

~ ,34 The status of Nigeria's currency, the Niara, poses certain problems for Niger. In theory, the
Saira is a blocked, inconvertible currency, the value of whicb is fixed by the Central Bank of
~igeria. Since Niger bas a very small economy compared to that of Nigeria, and consequently the
official value of the Naira can bave major destabilizing effects in Niger, to the extent that official
\'aJue of the Naira applies to trade between the two countries. The Assessment report correctly notes
:"lat most trade between the twO countries is on informal markets, but fails to provide an appreciation
,.)1 implications of this fact for trade between the two countries. While the assessment notes the
:-=peated devaluations of the Naira since the mid-1980s. and describes the effects as destabilizing, the
-::;-,ort offers no data on parallel market values of the Niara during the period. even those it was these
:.... ::.r "drove" most trade during the period. It is quite possible that parallel market values were~
" ~f\ie than ofticial values during th~ period. and that the case of the destabilizing effect of the Niara
, \\ eak.

~... ;:; value of Nigeria's Naira. b.:ing determined ny the Central Bank of Nigeria. is generally at a level
-: ::xcess of that available on paraJki markets. One effect of the overvaluation of a currency is to
_:,siJlze ImportS. Consequenti:,. m3.11~ Imponed gonds in ~igeria are priced lower than they would

-;; :1' the Saira wen~ priced on an open market. In addition. a large. but unknown proportion of
;'-·~'ds imponed into Nigeria are contraband. funher reducing the general price level of imports in
.\"igeria. Also. Government of !\igeria policy is to subsidize the prices of certain important
:i.~mmodities. fuel and fertilizer being prime examples. Niger. as a country, can maximize its benefits

_ :':-om these subsidies. paid by Nigeria. by maintaining policies in favor of fluid. informal trade along
:s extensive border with Nigeria. Such policies would be in direct contradiction of the "variable
.:T.Dort and export levies" advocated by the authors of the Assessment. While it is not inconceivable
'_-.~: someday the Government of l"igeria will achieve coherent policies. which would limit the ability

~ ~iger to benetlt from these subsidies. there is no reason Niger should not benefit from these
.... mdfalls while they are available. Niger should. however, use the time these windfalls are available
:J strengthen its owrr economy by making appropriate investments. particularly in those areas where it
::J.S a long term comparative economic advantage such as livestock and production of certain food
':'~1pS.

~Je assessment cites several times (P. 7. para 3) a study suggesting that Niger lost CFA 13 biUion
5::6 million) in expon revenues due to devaluation of the Naira by 37.7 percent between 1985 and
:989. This estimate should be viewed with extreme caution. Firstly, no evidence is offered of what
::arpened with parallel exchange rates during that period. even though this data was readily available
.:-l ~iarney. Secondly, the late 19805 were also a period in when an ever greater proportion of
\'"iger's agricultural exports were going through informal channels. Consequently, official statistics
~e misleading as an indicator at" export activity for that period.
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1.35 The presence of widespread, pervading, and oppressive corruption in Nigeria, when added to
inconsistent and incoherent policies by the Government of Nigeria, has important implications for the
conduct of trade between the two countries. Notably, policy problems and corruption limit the
options available for facilitating trade. For example, the absence of these problems, one could
imagine export finance facilities and formal trade organizations which could result in a more efficient
teelmical organiDtjoQ of trade. However, the Govemmeot of Nigeria lacks credibility, and there is a
lack of trust in allY agreements it might make, and especially in the application of any regulations by
its civil service, all of which serve to preclude these possibilities. Consequently, agricultural trade
between the two countries is best left on an informal basis.

Should Niger Be Part of the CFA Zone?

1.36 One could question whether Niger "should M be part of the CFA Monetary Zone. Given Niger's
geographic I~and the size of its economy relative to that of Nigeria, a strong case could be
made that it would be in the best interest of Niger to have a currency closely tied to that of its largest
Neighbor. Nigeria. (As a digression. it would be difficult to image Canada, with a much smaller
economy, tying its currency to Germany, as opposed closely following monetary policies in the
United States, or for Belgium to link its currency to United States instead of Gennany.) However,
belonging to the CFA zone carries certain advantages for Niger. It's largest trading panner outside
of Africa is France. it also has trade relations with neighboring CFA countries. Niger has minimal
abil ity to implement the issuanc~ and management or" a national currency. A blocked. inconvertible
-:urrency for ~iger would he an administrative nig1tmare. and the resulting increase in corruption
"l,'C'uld pfC1hably '::3.:.:.se great damage to the ~;;ono~~ .:it all levels. Sin-:e :Siger can ut' imle to affect
the official parity 0T the CFA vis-a-vis the Naira. the alternative. damage limiting pol icy would be to
pursue poiicies wtll.:h encourage a maximum of pr~:.: ~:':::::~:::::'. fnd~. it is li;c::y that present
informal marke:..". :"-;l1ugh whi..:h most trade alreaJ:, ~;"". ;;s...:; ~dJy provide a lOaAllUUIIl of price
tlexibility. The G\.\vernment l){ Siger could pursue policies to encourage price tlexibility where it
i'resemly does not exi~ts. This would be a strateg) to limit the damage in Niger caused by instability
in the Naira. rather than ~ause additional damage as would the protectionist measures as advocated
hy the authors of the Assessment.

II. 'II:"ERAL-BASED STRATEGIES IN TIlE ASSESSMENT

:.10 In general. se.:tions \)f the :\ssessment which deal with the potential for mineral development
:md enhanced Government of ~iger revenues from mineral development portray an unrealistic
scenario for mineral development, and a high level of speculation by the authors. There are major
problems in the pre;semation for exploitation of phosphates, and fertilizer development, as regards
trade. and extension of fertilizer use in Niger. Consequently. the treatment of minerals in the
Assessment provides little that is useful in defining strategic interventions by USAID.

Phosphates and Fertilizer

2.20 As regards fertilizer. the report correctly notes the problem of depletion of soH nutrients in
Niger and recommends that an evaluation of phosphate reserves in Niger has not been made, and
advocates that one be undertaken. Given policy reionn by the Government of Niger in the area of
mining law, it may indeed be propitious to undertake such an evaluation of reserves. However,
knowledge of the physical characteristics of phosphate reserves is only a very sl.1all part of the
problem in looking at solutions for problems of soil depletion in Niger.

PEST AVAILABLE copy

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

BEST AVAILABLE COpy

2.21 Even if phosphate reserves in Niger were proven extensive, this WQuld not necessarily imply:
(a) that they can be economically mined on a commercial basis at the present time, either for export
or for the domestic market (which would greatly depend on world market conditions. and on the
cost, f.o.b. of supplying the world market from Nigerien reserves); or (b) that the lowest cost
alternative for developing fertilizer use in Niger over the horiwn, of, say 20 years, would be
exploitation of domestic phosphate reserves. While supply of phospbale from domestic reserves may
indeed be a viable alternative, a great deal of analysis would have to be done to establish that faeL
Without such analysis, and, indeed, even knowing the extent of domestic reserves, a fertilizer striiej)
based on exploitation of domestic reserves is pure speculation.

The Effect of !'lgeria on Fertilizer Markets

2.22 The assessment repon notes thar most fertilizer presently used in ~iger is from contraband
border trade with Nigeria. In effect, Nigerien farmers benefit from pan of the present fertilizer
subsidy accorded by the Government of Nigeria to Nigerian fanners. the other part of the "subsidy"
on this fertilizer being captured contraband traders. The report also noteS that fertilizer subsidies in
~igeria are scheduled to be eliminated in a few years time. Two implications are worthy of note: (a)
if the development of domestic fertilizer production in Niger is problerm:ic given capital costs.
limitations of market size. energy i.:osts. and f:=rtilizer market devdopme:.'1t costs. tinancially profitable
Jevelopmem is likely impossible if subsidized fertilizer IS readiiy avaJlar.c twm contraband trade:
:mJ (b) as regards removal uf fcrtiiiz~r sui:'::ihiic.s in Nigeria. given -'i&=~;J.·s record of inconsistent
JIld ini.:oherent economic policies . ..:autIon J~ :.::-geJ: suhsidies may v. t:. -c in-place tor some time.
T·he ..'\ssessm~nt docs n\.)t provl~c dJ~qUJ:c .:~ :"'..:'l.Jcfat:on \)~: ~::;: ~rr'c~: "4::;=:-:an T~rttijz~;, mark~ts

development of fertilizer USe in :-';ig~r.

?urtmg th~ subsidy argt:mcnt .1Si.ic. tr.c r:-.·\.:-:::::,. and its ext~nslve ,,_-:'.1;~ reserves. i1<LS

tmportant implications for the d~vclopmen: .'7 7cnilizer fahncatlOn In ~ .;;;;. Compar~ to Niger.
:\ igeria represents a huge market. Cnit C,'3:.5 ~l)r Tertii izer fabri.:ation .:w..: distribmion in such a
:narket have me potential of being far 10\1. c; t.:un In a i.:ountry such as ?\. ;er. To the extent that
fertilizer fabrication is energy imensive. ~igerJa has the advantage or tar !\)wer energy costs. even
with energy prii.:es at world market rates. than Siger. The authors of the assessment give no attention

- to these i.:onsiderations. Indeed a thorough analysis might well indicate cat the best economic use of
~igerien phosphate is export to :"ligeria for fertilizer fabrication. with ~:ler subsequently importing
:he fertilizer it needed.

Strateo~ for Development of Fertilizer Use in 'li~er

:.:3 The authors give little ct)flsideration to realities which have been "bserved worldwide in
_c\'~lormem of fertilizer use. T:1ey appear to helieve that extensIve L:sc --:' chemkal fertilizers on
";:~J:inJ .;cre:::.; crops is feasible lIver the n=.u term. On the ':l)Dtrary. :c:-::.iur use. worldwide. has
..icvdoped initially on high value crops. In :\iger. this would imply ir.it;.:..; development on irrigated
crops and on a limited set of high value dr~ land .::rops. Little i.:onsidc=ra::.)n is given to the formidable
tasks of dewloping fertilizer distribution and ~,'" propagating fertilizer ;':S:: :hrough extension to

farmers. The report notes that Tahoua phosphate i~ presently useJ in tL:: rorm of a raw powder by
farmers. However these are farmers in proximity to the reserves. who t.lve land with soil susceptible
to being improved by raw phosphate (which represents by no means a:1 ::.:able land in Niger). In
shon. the authors of the assessment do nor e\'cr1 provide the basis for ttl.;;; .mtline of a fertilizer

5
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development strategy, and by overemphasizing the importance of phosphate reserves (extent unknown)
in Niger, may be misleading in a cursory reading of the document.

Final Note on Fertilizer and Other Agricultural Inputs

2.24 The authors of the assessment reference a world bank study which concluded that use of
improved seed could raise Nigerien grain production by 20 percent. While that figure may indeed be
accurate, there is also 20 or 30 years of failure in seed production and distribution schemes in Niger.
The authors correctly perceive that privatization of seed production and distribution is a potential
solution, but they neglect to note that the privatization alternative may also ~ritically depend on trade,
at least for certain seed lines. Generally, lowest cost seed production occurs in intensive agriculture.
Le., high use of inputs such as fertilizer, and often in combination with irrigation. Niger is a vast
country having relatively poor soils. marginal rainfall and. in most parts of the country. high cost
water. It could well be the case that many seed lines could be more economically produced
eisewhere, probably in Nigeria. Indeed. the best alternatives for Niger for both seeds and fertilizer
may be in privatization of distrihution channels. and to the extent feasihle. in extension. and in
procurement of most product lines through international trade. There is a high probahility that the
most the Government of ~iger could do to promote use of improved seed would he to incorporate
improved see lines in a national seed catalog. and assure that supplies solJ under various labels
represent the lanel. This could eliminate any hias in productlnn and rrncurement nt seed supplies in
.::nuntry a~ opposed to internationJj traJe,

\Vith their singit:-minded advoca~y nr" a fertilizer devt:!oomt:nt strategy na..<;eJ pn use of Jomesti~
:'~1l)sphate reSCl \ C~. ,I,e .111U,uf" of the AsseS~IlIt::(lt risk aJVl1ca..::. \1:" a rl 1j :':', th:.1t wnulJ Jamage the
·;,:unomics or :'.Igeflen agn,::ulture t'1;' Imposmg hIgh costs tllr J(1me~tJ..: i::f1l1 izcr wn.:o Imports were
.:neaper. and hy limiting ..:hllkes :ivaliahle to producers, tor many ll! whom me Jllmestl": product is
Dl1t appropriate, Fur.:h.:r ..:psts to the '.;igeflen e":llnnmy would be Imop:-.CU by t:-ymg W :lOih:e
.::omraband fertiiizer trade WIth ;";igena. Such poiides coulL! serve to runner impO\'ensn ~iger's rural
population.

Gold Production

:.30 Gold prouu.:tHln in \\test Atnca dates tram Roman tImes when it ;ilreaoy ...:onsrltuted an
important element in trans Sahara trade. In modern times production has remamee largely artisinal.
with Ghana (until 1956. the "Gold Coast") a~counting for most industrial production in the region.
Recent years have- seen an upsurge of interest in industrial production as African governments have
reformed their policies on mineral produ..:tilln. Also, improved techniques for leaching gold from
low yielding and marginal ores such as those in Niger have increased the economic interest in these
Jeposits. At the present time. there are tirm plans for new industrial g(\ld rrol1u...:tlon in Ghana,
Burkina Faso. Mali and Niger. with some industrial productiun currently unacrway in Mali.

2.31 The authors of the Assessment foresee up to 10 industrial surface mines for Niger. which would
yield a net revenue in 10 years time of 370 million dollars. which compares with 1993 uranium
revenues to 94 million dollars. and which would increase Nigerien GDP hy 17 percent. However.
the Assessment reports that plans for industrial gold production are at an advanced stage at only one
site. Liptako-Gourma. where the Assessment also reports 20.000 artisinal miners are presently
engaged in gold mining. No information is provided in the Assessment as to whether industrial
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production will displace the 20,000 anisinal miners. This is a major failing. If there is displacement
of the 20,000 artisinal miners, the effects of industrial production at the Liptako-Gourma site on
national GOP are overestimated. The effects on Government of Niger tax rev~nues may still be
positive, since the Government of Niger could successfully tax an international mining company, but
does not have the administrative ability to tax 20,000 artisinal miners. If the 20,000 artisinal miners
are displaced, there could also be significant social effects. If immediate families of artisinaI miners
are included, the livelihood of about 100,000 people could be affected.

2.32 There is no history of successful industrial gold production in Niger. Consequently, the
economics of industrial production in Niger must be considered more speculative than those of
production in Ghana, or South Africa, where industrial production based on low yielding ores has
been successfully undertaken for generations. In general, new technologies for leaching gold from
ore produced from surface mines require lower capital investment, which would favor production in
an economically and politically unstable environment such as Niger. There are significant
environmental problems with surface mining and leaching operations, including pollution of surface
and ground water.

~.33 As of December 1995. one foreign company. the Royal Star Resources (Canadian) has signed
an agreement with the Government of Niger to exploit a gold mine. The company committed itself to
an investment of approximately $1 million U.S. over a period of four years to develop a mine in the
Liptako-Gourrna region. The tirst actual production of gold will begin in 1997. Three other
companies (2 Canadian and I Kuwati) have signed agreements with the Government of Niger to
prospect tor gOld in the same reglUn. Hoy,. ever. these agreements commit the companIes only to a
$600 yearly fee for three years. The same agreements are renewable for up to 9 years. The
Government of ~iger IS examining a total of l8 applications tor gOld exploration licenses.

:.33 Cncen:J.lnty ali w whether mdustrial gold production will displace existing anisinal production,
-.loJ over Ule viability or' inuustriai produ.:tlOn itSelf. limits the ability to use gold productIon as a basis
~o: planmng e.;onomlc development in :\iger. A more likely scenario is that one or two of the more
promising surface mining sites will initially be exploited, with significant additional investment in

_ gold production occurring if production at those sites proves profitable. Given various investment
and production lags. exploitation at the 10 sites identified in the Assessment would be a long ways
away, probably in the neighborhood of a generation. or 20 years. which is far beyond the planning
period for lJSAID interventions in ~';iger.

Gold and Phosphate Strategy

2.34 The authors of the Assessment identify the translation of revenues from gold production into
investments in soil fertility. via exploitation of phosphate reserves. as a strategy for sustainable
economic growth in Niger. Since Niger has clear problems for agricultural sustainability due to
depletion of soil nutrients. and since surplus revenues from gold production are not sustainable since
mining would deplete reserves (estimated at 15 years in the Assessment), the possibility of such as
strategy to promote sustainable agriculture is attractive. However. given present uncertainties over
the extent of phosphate reserves. the economics of fertilizer production and distribution for Niger, the
protitability of gold mining. and the extent of gold reserves, the possibility of such as a strategy
cannot be used as a basis for planning. particularly for USAID interventions which will be carried
out in the next 10 years.
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Hydrocarbon Production (not covered in the Assessment)

2.40 Production of hydrocarbons may represent a significant opportunity in mineral produdioR iJr
Niger along with that of phosphates, uranium, and gold. Following the Assessment, in early
December 1995, a consortium composed of the French company Elf, and the U.S. company, Euoo
announced its intention to invest $60 million in oil exploration activities in southeasternN"~
Chad basin). Oil has already been found in commercial quantities in Chad side of tbe- '.
also includes northeastern Nigeria. Indieatiom of significant hydrocarbon reserves have' ._
reported in northeastern ~ :iger, near the border with Libya.

2.41 The possibility of significant contribution by hydrocarbons to Niger's GDP should be viewed
with extreme caution. Rents associated with oil production are highly sensitive to the costs of
delivering oil to the world market. For that reason, for example, royalties on Alaskan oil produclion,
on a unit basis, are far lower than those on oil produced in the ·lower 48.· The definitioDof.
"commercial quantity" of oil reserves is itself variable. Generally speaking, in the hydrocarbon
industry, "commercial quantity" is defined as a quantity that can be profitably produced. For Niger,
the quantity of oil that must be produced from a single well to be considered .. commercial," in
..-:onnection with the Elf-Chevron exploration. is reported at 50.000 barrels, far higher than for many
other parts of the world. Other considerations should lead to caution in evaluating the "oil option'
for Niger. The supposedly "commercial quantities" of oil in neighboring Chad were discovered over
5 years ago. The "protocol d'accord" for a pipeline to carry the oil to world markets via Cameroon
\l.ag signed only a few months ago_ The "protocol d'accord- docs not itself carry any commitmem to
.l.:tually build or tinance the pipeline. Once the plpeiine 1S [,ililt and oil production in Chad
,,:ommences. which could he some years. significant revenues would still likely be some years awzy.
since oil p~:::juction and marketing agreements generally alil)W me mtemativlI<11 I-Ul1J!-'cuiy i:O reco\~

;:s invc~tn;;::m costs up-from. Given that basic exploration 1:J :\i~er is at lea:,t ;) years oetlmd that Jf
Chad. it is likely that. even if commercial quantities are found. rnat signiticant revenues to the
Government of :'\Iiger are at least 10 years off. Only the sudden Jiscovery of extremely rich reserves
would change these facts. and lead to an accelerated development of oil production.

A knowledgeable observer of oil exploration activity in the Lake Chad Basis reports a figure of $4
billion from oil industry sources for "all-in" costs of developing deposits. "All-in" costs would 
include exploration. well drilling, and constrUction of the pipeline and pumping facilities. Since Dave
[1een no repom of the oil industry making any tirm cominitments tlX tinancing development at this
level. and since the oil industry would recover its costs up-front. ~,e high development costs wou~j

Jday any significant oil revenues for Niger to at least 10 years in the future.

Uranium Production

:.50 Uranium was the basis for a mini-boom which occurred in ~iger during the mid-1970s and
early 1980s. The uranium boom in Niger is itself instructive on the dangers of basing economic
development on mineral production. High oil prices in the 19705 and early 19805, and expansion 0

the nuclear power industry. led to development of uranium reserves north of Agadez in Niger.
According to the Assessment. uranium contributed $170 million to GDP in 1987, and 91.7 miUios. in
1993. The development of low cost uranium production in Australia and other countries, the co.e
l)f new construction of the nuclear power plants, particularly in !\orth America, the presence of high
above g:-ound stocks (yellowcake). led to a steep decline in world uranium prices. Many observen
date profound disequilibria in Niger's economy from the "uranium boom." since the Government
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created various structures which would become unsustainable in the absence of a high level of mining
revenues.

2.51 Uranium production in Niger would almost certainly have ended entirely were it not for the
willingness of the French Government, and its consortium partners (Germany, Italy, and Spain) to
subsidize it. Prices applied to Nigerien uranium are determined tbmualulegotiared agreement
between the governments of Niger and the consortium, not by., conditions, and these
price are far above world market levels. The French Govecnmeat;: ,- influential partner in the
consortium, is willing to subsidize Nigerien uranium production as'. ~ .. its overall strategy for
energy security, to protect French interest in the region, to provide Support to the Government of
Niger, and to subsidize the main company involved in uranium mining, COGEMA. itself part of the
parastatal French electric company, EDF. While uranium production in Niger is thus protected from
world market conditions, there is no imaginable similar protection would occur in the future for gold,
phosphate, and oil production, which would have to rely on world markets.

:!.52 Evidently, Niger could benefit from a marked improvement in world uranium markets, but such
an improvement is unlikely. While above ground stocks of yellowcake are in decline, low cost
producing countries with extensive reserves. such as Australia, have entered the market. Also, there
appears to be small likelihood of any vast expansion in nuciear power. which would improve demand
-:onditions in the market. during the foreseeable future.

Summary: Contribution of Mining to National GDP the ~est 10 Years

:.60 It is unlikely that Niger will henetit from any substantial increase in mining revenues during the
next 10 years. Oil production. jf any. will take at least that long to come on-stream: no marked
::nprovemem in ur:miuffi rt:venut:s is likely to lJ,.':';-'r. Tnere may be a modest n.:~ accretion in national
in~ome from gold production. but full exploitation of reserves would exceed a i o-year horizon.
\tudest expansion of phosphate mining could o;;cur. but with reserves unproven. economics
un~ertarn. and marketing and distribution requiring time to be developed. large s.::ale expansion in
economic activity from the phosphate sector is also unlikely.

III. DECENTRALIZED FINANCIAL ISNTITUTIONS

.3.10 In general. sections of the assessment dealing with Decentralized Financial Institutions (DFIs)
are qualitatively superior to other sections of the report. However. a number of improvements could
be made.

Credit Subsidies

3.1: On the question of credit subsidies. the Assessment appears "preachy." Given that USAID
poli~y has now long been avoidance of subsidized credit. the report is "preaching to the converted"
and needless space is used. In its present torm. the Assessment could also mislead USAID
management and possibly complicate relations with other donors in Niger. by its simplistic approach
~o credit subsidies. While. as noted in the Assessment. obtaining agreement among donors on
abolition of credit subsidies would be a worthy undertaking, two complicating situations that could
arise are not addressed in the Assessment. The first of these is arises from uncertainties when DFIs
are created in less developed countries. and the second from the introduction of new technologies.
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3.12 When a OFI is created in a LOC its ultimate costs structure is largely unknown. While its cost
of capital can be accurately estimated, its other costs, which may be more important than the costs of
capital, such as administrative costs, loan loss allowances, etc., remain uncertain. Thus, in a dynamic
situation, the presence or absence of credit subsidy may not be evident. A single minded approach to
convincing other donors to abolish "subsidized credit· would encounter obstacles from this source of
uncertainty.

3.13 A second source of complication is US with the introduction of new technology. BVeu
private flI1l1S sometimes provide subsidized -.. _~1ri convince customers to accept a new prodw:t.
The approach can be beneficial since the preSenCe of subsidized credit for a new technology may be
critical in obtaining the level of buyer acceptance required to make the new technology sustainable.
Once again, the single minded approach to abolishing credit subsidies could complicate relations
between the Mission and other donors when the latter are involved in the diffusion of new
technologies which they may want to encourage-ia subsidized credit.

3.14 An alternative strategy is suggested to the Mission under which agreement would be sought
with other donors over abolition of credit subsidies by mature OFIs lending for established
technologies. This policy could provide unqualified benefits without complicating relationships
between USAID and other donors.

The Market for DFIs

_~.:O n~ Assessment ':,' UlJ FoviJ~ a more realist!.; modd ior est:lDiishing a target In -.:aprunng rural
savings in DFls. The Assessment does provide a macro level estimate of rural savings, and notes that
most rural savings presentiy is investe:: :;-. :.. -...:;~.::,~:~. However. ever. uwjer the most favorable
..:.ssumptions for dc\dl1p:n-.:m ,-~f DFb. ",j; l .... a,; ,)<1vulgs will not be ":f1anneilcu in DFls. People have
Vvdl established hahits tur investing in livestock. Portfolio theory suggests that. in all events. and at
::.'1e ma~ro level. savers ~ill diversify their holdings among DFls. livestock. and other productive
mwstmems. The Assessment would be strengthened by advancing a realistic target tigure for
.;apturing rural savings in DFIs.

Economic Benefits of DFIs

3.30 In general. sections describing the economic henetits from DFIs need additional work. Two
approaches, not mutually exclusive. are possible in estimating benefits. One approach would be in
estimating the economic return of investments financed by DFls. The other, necessarily more
complicated, would .attempt to measure change in behavior as a result of DFIs. Under this latter
approach, one would recognize that individuals make different economic decisions when they have
secure tinancial assets. and are willing to accept higher levels of risk. This would be a necessarily
synthetic approach. using mod~ls of household behavior.

VI. DEVELOPMENT OF USAID STRATEGY IN THE ASSESSMENT

4.10 With its heavy emphasis on the possible development of mining activities, and the linkage of
goid mining to development of phosphate reserves and soil improvement, the Assessment gives the
appearance of economic growth in Niger critically depending on development of mining activities.
As noted above, substantially increased mining revenues for Niger are highly speculative, and to the
ext~nt they are probable. will l)CCUr only heyond a to-year planning horizon. The Assessment

10

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

should support the strategy for USAID interventions regardless of the outcome of speculation over
mining revenues. It basically fails to do so.

-
4.11 Sections of the Assessment dealing with income that may be derived from activities financed by
Decentralized Financial Institutions (DFIs) need to be strengthened. This could be done using data
from farm and micro-enterprise modeling and dynamic assumptions. The Assessment also completely
neglects public benefits;:.:notcapturable privately, from investments in water and soil conservation
which would improve·~.~~~.s~~linability of Nigerien agriculture.

4.20 On page 60 of the Assessment the reader finds, "Niger is very rieb in studies and concept
papers about constraints and impact of its agricultural marketing system. In fact, Niger is far, too
rich in agricultural marketing and commodity subsector studies. If only half of what was spent for
studies was used to address particular constraints, rural enterprises would be far greater contributors
to domestic productivity than they are now.· However. one also finds in the document that, • a
policy reform project has absolutely the highest priority for USAID funding." There is also
c:m.phasis in the document on the fact that, "micro-enterprises operate outside the policy
c:nvironment." On the one hand. there is the impression that more policy studies are useless. and on
the other. that a policy project should he funded before an)'thing else. and. at another point one is left
wondering if policy studies are supportive or a micro-enterprise based strategy. The result is that
strategy implications for USAID are incoherent .

.1.21 If a great deal of resources have heen invested in poli-:y work in Niger. without effect. as
impliCtl on P. 60 of the Assessmem. ana mes.: resourt,;es wouid have been better deployed dsewhere.
the conclusion would not be to give policy studies the highest priority as stated. A more logical
.:ondusion mIgnt he that the previous anrrnacn In etiectlng policy reform had been unsuccessful. and
:;::.tt .1 ;1~y> 2.;,;,:-.c.i-:n is needed. Imleeo. :-J-:;-; .:.1 41pproa.:h -:,luIJ be the;;: stre;;:ngthentng uf grass roors
.:1~mutions. su.::h a~ DFIs. to create pressure ::1 ~Tfect pol icy reform. but the authors of the
-\ssessmen: n;;gJc..:t this possibility.

4.22 The Assessment also makes the point that micro-enterprises and informal businesses do indeed
_ operate outside the policy environment. which leaves the reader wondering whether a policy project

would he supponive of a micro-enterprise-based development strategy. The document is deficient in
describing ways improved policies could benefit micro-enterprises. such as influencing the level of
f\rosperit:--. or la..:k thereof. of their overall operating environment and by facilitating the transfer of
:nicw-enrerprises into the formal sector 'When they outgrow the informal framework.

4.23 Given the level of USAID resources, and its range of involvement in sectors of direct concern
ro economic gro"W1h. an intermediate strategy is here propos~ for USAID/Niger. Within the overall
area of policy refonn in Niger. and in consideration of USAID's limited range of involvement in
~conomic grO\lt1h. a strategy for policy refonn based on obtaining a better environment for DFIs and
entry conditions ior micro-enterprise to the formal sector would seem to have the highest priority. In
addition. the Mission should complement policy work tinanced by Bretton Woods institutions
e;;:specially in areas where field presence is important.

II



v. Annex C: Economic Analysis or Sustainable Increases in
in Agricultural Production: Linkages between Strategic Objectives 2 and 3

5.0 In general, this section represents a very artificial type of analysis based on farm modeling using
what is sometimes called an •economic engineering· approach DOt incorporating dynamic
assumptions, and deal log with onIy a small number of the set of constraints which ultimately affect
outcomes. For example, there is no incorporation ofprices elasticities associated with postulated
increases in agricultural production. Nor is the3_~"n ... of investment expenditures which
would be implied if interventions were to occur at,projected levels. For example, according to the
analysis on page 53, during year 10, it would be necessary to transport 500 20-ton truck loads of
phosphates per day, and 262 loads of urea. If one assumed that about two-thirds of these trucks
would be passing through Niamey. this would imply about one 20 ton truck of fertilizer transiting the
city every minute, day and night. Given that there is down time for trucks, and that servicing many
locations would require round trips in excess of one day, a truck park well in excess of 1000 2Ckon
trucks would be necessary. which have an investment cost weU in excess of $100 million.

Other implied investments of similar magnitude would be in the areas of fertilizer mining and
production, marketing of agricultural products, etc. It would not be difficult to work up an
investment bill in the hill i0ns 0f dollars. and this would be wit-hout addressing critical constraints in
th~ areas of trained personn~l. marketing. etc.

5.! The ~1ission is cn~()ur::g~ to set aside this type of artiti-:ial analysis at the earliest opporrunity.
Th~ authors or' the Annex u .... ~ outiin~ll Sl)me interestmg tecnr:h.:aJ possibiliti~s tor appiication in
which realistic constraints d(' nor apply. However hroad scale application is totally unrealistic.
~i~ments of the technical l","gnms outlined in the Annex ne~ to oe IntegrateD imo existing r-rograms
::: mil vie\\. llr' applicahj~ [";:::J.\ i(lral. iinancial and techmcal ";"DStraints.

\ 1. RECO:\I\tEl\"DATlONS TO THE MISSIO:"

6.0 On Fertilizer: The Mission doesn't need more trials to ·prove that fertilizer works." A safe
_ assumption is that appropriate fertilizer will "work" for different locations in Niger. The sections of

the Assessment that pertain to fertilizer do imply a crying need for work to be done on the question
of. "What is the best way to increase the use of appropriate fenilizers in Niger?" This is a question
which should be approachCG v. lthout pre-conc~ptions about the answer. For example. the answer
-:oulll be a v~ry limited use Q! raw phosphate powders with most phosphate mined being exported to
Nigeria for fabrication into whole fertilizers, and a portion being returned to Niger. Phosphate
reserves do need to surveyed, along with other mineral potential in Niger, and USAID should
encourage such work. A good starting point would be a forum between the Government of Niger and
donors to agree on the conduct and financing of a mineral survey for phosphates, to be followed by
dn economic analysis of the best way to exploit the reserves. if they proved commercially exploitable.
This would include an anlaysls of the internaltional trade aspe.:tS of phosphate and fertilizer
production. Another pi~e of work that needs to be done is creating a realistic model for expansion
of fertilizer use in Niger. As noted above, the likely result of such a model would be the initial
development of fertilizer or. high value and irrigated crops. with generalized use on cereals coming
much later.

6.1 On Seeds: Niger has s~=n over 20 years of failure with existing structures for seed replication,
multiplication, and distributlt1n. Recommendations in the Assessment would serve to further entrench
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failed structures, and make reform more difficult. A new approach is needed under which Niger
would privatized distributions structures, and anticipate the import of seeds when they can be more
efficiently produced elsewhere.

6.2 Other Agricultural Inputs: Ni~ Cowpeas, and peanuts, if one excludes irrigated areas,
appear as the best high value food crop alternatives for Nigerien farmers. These crops are also
important for women. There are numerous references in the Assessment to pest problems, which
greatly reduce yield, with theso:crops. The Mission should actively pursue strategy for pest
management, which would include use of herbicides/insecticides where necessary. Since much labor
is required in the harvesting and processing of these crops, a parallel program of technology
improvement would be appropriate, and quite possibly represent a profitable lending line for DFls.

6.3 The BRK Bank: USAID has invested considerable resources in this institution over the years.
It is one of the few long standing micro-lending institutions in Niger, and has built up a cadre of
trained micro-lending officers. Problems, as outlined in the internal audit, and the "programme de
redressment." are serious and numerous. However, management has given every indication it is
willing to tackle the problems in a serious manner. The Mission should set a realistic period, perhaps
about 2 years. in which the institution could become a true mutual bank specializing in micro
lending. and ~ontinue support through that penod. atter which the institution would be sustainable.

6A The CU;SA/SICR Project: This proje.:r. whik long-standing. appears to lack vision and
Jire..:tJOn. The adequacy of CLUSA input :n providing vision and direction needs to be closely
~xamincJ. Proj~.:t management appears u~..:crw.1il oVer what form L'1e institutIOns snould eventualIy
acquire. There appear to be surprising institutional weaknesses for a mature project. such as lack of
trained personnel. At the same time CU":SA/SICR is performing a cruCial financial intermediation
~"je hem -:cn the formal finandal se..:wr an.: agn.:uJtural producers. via theIr ":l)l'peratives. This link
~hould be expanded and strengthened. CLCSAiSICR should be encouraged to submit a detailed
"B;..:sines~ Development Plan." in which &':= lles.;rihes the vision of the organization. as well as its
:-'Jture development plans. It appears that a 5tri.:tly co-operative bank. in which ~ooperative

mstitutions. but not individuals. would be members. would be the best type of organization. Such an
institution could further develop financial intermediation role between the formal and informal
banking sectors. since, presumably, it would have access to tinancial markets. The current failure of
of banks to serve the rural sector was highiighted in the Assessment.

6.50 The WOCCU Project: This is by far the most promising USAID-tinanced activity for DFIs,
and should be fully supported. Expansion in credit unions has been extremely rapid. WOCCU
management has a salid program with high customer acceptance filling a definite need in the
..:ommunity. Several recommendations are:

(J) "Success breeds success, and failure breeds failure" Interviews with WOCCU management
:cvealed the need for credit union development t\.) proceed at a deliberate pace. Groups have to be
organized. people trained. a cenain level of monitoring maintained. etc. A reckless pace of credit
union expansion would result in these systems breaking down. to the detriment of the now strong
reputation of the credit union movement. If the ~1ission wishes to promote a pace of credit union
J~veiopment which would overstretch existing management structures. alternatives tor new structures
should be examined. It might make sense. for example. to have an "Western Division," and an
"Eastern Division" of the credit union organization.
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(b) Set a well founded target for capturing savings in tredit unions: The credit union movement
is national, as opposed to local in the case of the BRK, and sectoral in the case of CLUSA.
Economic and financial modeling under realistic assumptions could yield a "target level" of savings
for capture by credit unions. Such a model would necessarily rely to a large extent on portfolio
theory acoording to which spread their savings across a range of assets. The capture of a realistic
level of national savings in DFIs would be a worthy goal for USAID/Niger, and establishing the level
would~ a ready benchmark for progress.

6.60 Miner'aI Revenue: Within a ten year planning horizon, these should be seen as speculative.
The attitude of USAID should be to "do the right thing wbether or DOt this-or-that possibility of
mineral wealth proves out." Also, there is another element which has not yet been considered in the
event of increased mineral revenues: all indications from political developments within Niger during
the last several years are that a good part of the surplus from any additional mineral revenue would
be captured by the Government of Niger to pay its own civil servants. The idea of translating
increased mineral revenues into sustainable agriculture via increased use of fertilizer is an excellent
one. but it has to be pursued realistically. Hopefully, within some time frame, increased revenues
from minerals, uranium. phosphate, oil, or gold, will be available. In the meantime, the base for
sustainable agriculture should be creattld via realistic programs and policies in conservation.
agricultural extension. rural tinance. international trade. etc. Furthermore. the base that is established
should be expandahle whether or not resource tlows from expanded mineral production are available.

6.70 Conjugate efforts with the IBRD and IMF: During LfJe tirst week of De~emher. apparently
the ~1ission received an Intormal invitation to assist the Brenon Woods lllstitutions with tiscal policy
reform. It is difficult to imagine long term progress for Niger unless this area is adequately
addressed. With its present depressed level of revenues. t,,").; Gl~Vernment of ~iger cannot build and
m:umam the essential produ~tlve inrrastructure that would be required to sustain a higher level of
growth. Given that uranium re\;enues are likely to remain depressed. and that future revenues from
,-'rner mining activity are speculative. the need is urgent for the Government of 'iger to build an
al1equate revenue base. Collaborating with the Bretton Woods institutions in this area would pennit
the Mission to focus its policy resources in a area absolutely critical to Niger's future.

With the limited policy resources available to the Mission. it appears that a policy refonn/dialogue
strategy based on. (a) collahorating with the IBRD/IMF on public revenue. (b) improving the policy
framework for DFIs. and IC) improving the environment for MSEs. particularly for graduation into
the formal sector. would be more than sufficient.

6.80 Take a positive. outward looking attitude with respect to trade (and look at Nigeria as
presenting both opportunities and problems): The most serious failing in the Assessment is in its
inward "closed economy" approach. While the Assessment would overtly (mis) lead the Mission in
the direction of expon taxes. it would less overtly lead the Mission toward "closed economy"
solutions in areas such as fenilizer. seeds and agricultural inputs. "Closed economy" solutions are
now seen as the prescription for economic failure, worldwide. Within this context. fertilizer
development, and seed production and distrihution. if done on a "dosed economy" model could
impose high costs on Nigerien agriculture and impede its development. On the export side, rapid
expansion of urban population in coastal West Africa will likely lead to strong regional demand in
agricultural commodities which can be supplied from the Sahel. Niger should be positioned to take
advantage of these rapidly growing markets.
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6.90 More attention to value added in the agricultural sector: Aside from increasing crop
production \ia a very hypothetical increase in use of phosphate, the Assessment does little to identify
value-added opportunities in the agricultural sector. For example, following the collapse of the
parastataJ hi.ie tanning operation, control, grading and selection of Nigerien hides has apparently been
abandoned. md unprocessed hides are exported to a market in Kano Nigeria. This is the lowest
value-added alternative for Nigerien hides. Possibilities of value added in the tanning process, and of
more lucrative markets in Europe, are foregone. Another striking example is Niebe. Production
packages which would include a few purchased inputs, could greatly increase the productivity of this
crop. Women are heavily involved in the production, harvesting and marketing of the crop, so
gender effectS would be salutatory.
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January ~9, ~996

Summary of USAID/Niger
and SO Team's Comments on first Draft of
Niger Rural Production Sector Assessment

The majority of the comments below are critical (hopefully
constructively), i.e. meant to improve the quality of the next
draft. However, I want to preface these with an overall comment
that this is a useful report already, that it will not sit on the
shelf. It will have a significant impact on our program and
increase our capacity to obtain the results we are targeting in
S02, as well as helping us modify our targets to be more
realistic and valuable. We are impressed with the knowledge and
expertise of the team members that is demonstrated in this
valuable tool and appreciate their efforts to help us achieve our
strategic objective.

The following comments are preliminary to receipt of a reviewable
draft in acceptable form. USAID/Niger cannot accept the report
submitted as a reviewable draft for the reasons discussed later
in this comment summary and in the attachments.

It behooves P-M to provided the appropriate skills needed to
produced an ac~eptable draft that is well formatted, wel~ ~~itcd,

and provides ~~ o,r~rall conclusion and recommendation 32c~~~n

which resolves conflicts and presents a coherent assessment
backed up by analyses in the rest of the report. Regarding the
additional 20 person days of effort which are to be added: In
lieu of the 10 days for the COP and 10 for the Financial
Specialist, they should be used to fund the services of whatever

_ types of professionals are necessary to prepare a final report
based on our comments for an acceptable draft, please contact the
RCO in Abidjan about any changes you suggest.

Summary of the reviewer comments follows which should provide a
basis for BARENTS/KPMG to provide the USAID/Niger an acceptable
draft for review and comment. Item I below includes points common
to several reviewers and a summary of comments by USAID/REDSO's
Ag and Program Economists. Other Items are summaries of
individual or group comments which the Mission feels will be
useful to the team in developing an acceptable draft for further
review. Detailed comments of each are attached to this summary.

I. CONSENSUS COMMENTS.

1. The report might be better titled: "The Rural Production
Sector Assessment.

2. The document is not complete. Formatting errors make it
difficult to read. The document is a first cut, and must go
through at least one more draft before review.
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3. The document can be reduced in size while still adding a
lot of substance because there is significant repetition. Plus a
significant portion of the technical analyses could be placed in
annexes.

4. The document responds poorly to the statement-of-work
and does not provide in a general way one of the most important
points of the statement of work and the approved outline. The
validity of USAID/Niger's "VISION", as expressed in our Strategic
plan, is not adequately addressed. In several places our
strategy is supported, but the overall tone of the report seems
to say we are off course thereby seeming to rewrite our strategy
which took two years to produce and was based on twenty years
experience. Though this may not be the intent, several reviewers
got that impression.

5. Many points in the statement-of-work are not covered or
insufficiently covered. In other cases, the analysis that is
provided is faulty. For example, the document does not cover
gender issues except for a few sentences in two or three
chapters. This was a major part of S02's framework (Result 2.4)
and was highlighted in both the SOW and in more than one review
meeting. Related to this, the document completely ignores civil
society except in an Annex which is never even referred to in the
main text. It also does not provide an outright assessment
backed up by an~lys~s of the rural production capacity as a
consequence of USAID/Niger's Strategy Plan. It seems to make the
point that a different strategy is needed for growth, while still
backing our strategy from time to time. In the areas of Ag
Production, Marketing and Macroeconomics, the analyses do not
hold up to reviews by AFR/SD/PSGE or our regional economists (see
below and attached comments) and go against much of what USAID
has been successfully implementing throughout the World (see
comments below and attached) .

6. The document has several more inconsistencies, e.g.
USAID should be catalyst for production increase technologies
such as phosphate (ag production section), but should leave
technical innovation work to other donors (microenterprise
section) i much work has to go into a consolidation of various
sections before the document can be finalized.

7. Report recommends involvement in too many areas for
USAID's financing capabilities. Recommendations are "allover
the map." Implications for USAID policy and activities are
unclear. According to the SOW, this assessment should "determine
key constraints and the means of overcoming them", but only "to
achieve S02," not the entire strategy, nor economic growth in
general. The report simply has to "appraise the growth
potential". We believe this is done in Annex C, which then goes
on to resolve the development problem in Niger. The team
overstepped its mandate and did not have enough time to develop
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such an overall plan properly. We are planning several other
studies to develop the directions in which this report should
lead us for SO 2.

8. Data needs to be analyzed and presented in a prioritized
framework which is based upon the approved framework in
USAID/Niger's Strategic Plan. Again this is accomplished to
varying degrees in each chapter, but is nowhere consolidated even
in the Executive Summary. This issue could be addressed by a
thorough editing and reducing the size of the individual sections
and expanding significantly the Conclusions and Recommendations
section to consolidate findings and resolve conflicts focusing on
two questions: 1) What the growth potential for the rural sector
is; and 2) what USAID/Niger can do in the context of Strategic
Objective No 2, Results 2.1 through 2.5 with available resources.
This section would only have to provide the minimum of analytic
background for a more succinct executive summary. Again detailed
analyses should still be provided, but they should be provided in
the individual chapters and/or annexes.

9. There is no basis in theory or practice for the export
controls advocated in the document. Export controls would also
run contrary to previous policy advice given to the Government of
Niger, and against the spirit and obligations of the Structural
Adjustment Program. In general, the authors of the document use
an outdated "closed" economy app:.":"':):::C'~ i T·!!:.ich has fa:'led in
developing countries all over t~".:' T.'.'()::-~c.. -=-_~'" probls,T. of
agricultural inputs, including seed and fertilizer, needs to be
approached using an "open economy" model.

10. With respect to minerals and mineral revenue, the
document is speculative. Both phosphate and gold reserves are

~ unproven, and the economics of gold mining in Niger uncertain.
Even if gold revenues are forthcoming, substantial revenue would
accrue only after a 5 to la-year horizon ... through our Strategic
Plan we intend to reach our targets within 7 years. Moreover,
there is no mechanism which would channel gold revenues into
investments in soil fertility. Though minerals will be very
important to the future of Niger, the key for USAID is our
Strategic Plan. Most of this analysis should be in annex.

11. The single input approach of relying solely on
increased phosphate use for growth in agricultural production
will not work, and has been shown not to work elsewhere
(Senegal). We cannot agree with the conclusion that "Niger's
growth prospects are critically linked to ... gold and phosphate"
(Exec Sum page 5). Insufficient attention is given to the
conditioning environment for input use. Increased use of
phosphates must be done within a system. Moreover, the suggested
approach is "top down" which is not the way we're working with
farmer-clients these days. We neither can agree with the logic
in the conclusion at the bottom of page 58: "S02 and S03 will not
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be achieved unless there is a substantial increase in
agricultural production." In fact, the evidence we have and that
the report's model provides leads to the inverse which was and is
the basic premises of our Strategic Plan: Increases in ag
production will not be achieved unless S02 and S03 are achieved.
The fertilizer problem is being dealt with right now, albeit
inefficiently, by the informal sector. We are making a small
contribution to alleviating this problem with our CLUSA credit
program as well as the many NGO programs under S03. What is
needed to overcome the problem is expansion and extension of what
we are now doing ... i.e. S02 and S03.

12. Report should highlight even more in the Executive
Summary, the supply constraints analysis in Annex C, referring to
a new consolidated Conclusions and Recommendations which in turn
refers to a summary analysis in a new Chapter on Agricultural
Production Management through Drought Cycles which takes these
comments into consideration, leaving most analyses in the Annex.

13. Report did not adequately address role of rural credit
in economic growth of the rural sector. After the "headline" re:
economic growth potential, the impact of credit on economic
growth should be a major focus of the report. Though its
importance was noted several places, it was often hidden away in

__.. <.various sect.:i-?ns ... e. g. annex C recommendation number.,. 5.. ,r,e......<·.
conclusion 1.

14. Assessment introduction says that USAID!W reviews of
the strategy included suggestion that USAID in Niger focus
exclusively on So #1 (population and health). This is not
correct. Reviewers, posed the prospects of dropping S02 and

_ concentrating on So #1 and environmental conservation (SO #3) .
Briefings in Niger (e.g. with the Ambassador) notwithstanding,
the USAID!W review context should be accurate. (IRG's suggested
executive summary format, likewise, reflect the misunderstanding
begun in the first draft executive summary) .

II. COMMENTS BY AFR!SD!PSGE (details attached)

1. Issues

1) Report is inadequate in addressing production
potential. Estimating production potential from a single
technology such as phosphates is not a sufficient analysis.

2) The report is more a proposal than an assessment.
The single dimensional prescription of more phosphates is
invalid, and doesn't work, as proven in the case of Senegal.

3) Phosphates solution must be seen in a systems
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context in which farmers make their own decisions. Development
work should widen the choices available to farmers, who,
empowered, would make their own decisions from a wider range of
choices.

4) The Assessment does not take into account
leadership by the Mission in improving the enabling environment
over the last 10 years, such as changes in the rural code, land
tenure, cooperative law, reduction in regulation, and to reduce
transportation costs.

5) The Assessment does not take into account the
increased number of farmers who have invested in more productive,
less degrading practices over the last 10 years.

6) The idea that wider use of Niger phosphate would
catalyze broader use of other production and conservation
practices is not supported in field observations and literature.

7) Decouple gold and phosphates. The Assessment
itself estimates that liquidity is already high in the Niger
economy. Capital is not the constraint. The focus should be on
the reasons economic agents are not making investments.

2. Recommendations for Assessment

1) B1Ji Id on what ':T·::;::::-ks: farmers are already making
investments in intensive agriculture and conservation. Build on
what they're doing already.

2) Focus on the improving the enabling environment,
and expanding the range of choices available to farmers. The

_ main body of the report flies in the face of our collective
learning over the last 15 years, mainly due to the treatment of
phosphates in isolation of other practices.

III. COMMENTS BY REDSO Social Scientist

1. Terms of reference are insufficiently completed, with
focus on points #6 and #8. Not touching on most points is at the
origin of most of the problems.

2. Macro-analysis section of the Assessment is too
speculative, and rural section too focussed on finance.
Agricultural production and marketing sectors insufficiently
assessed. Rural finance section lacks a review of activities
financed and analysis of their profitability.

3. There is an insufficient empirical basis for centering a
strategy around gold and phosphate.
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IV. COMMENTS BY SO 2 TEAM LEADER (details attached)

~ ...... '"'k- ..

Phosphate powder works well only on acidic soil, and no
is offered of the proportion of acidic soils in Niger.
timetable and adoption problems minimized. More
and economic analysis are needed to determine the extent
rock phosphate can be a decisive growth factor in Niger.

2. Need for a mechanism for commercialization of agro
pastural products more than the macro trade issue of tariffs.
Niger needs something like a private version of the cotton
companies in other Sahelian states but for niebe, onions, and
animal products to really increase formal bankers investments in
the rural production.

1. Need for "integration and resolution" of the different
sections' conclusions and recommendations.

12. The report is poorly written, lacks adequate titles and
sub titles, repetitious, and lack of synthesis and coordination.

11. Assumption in Assessment of little technical knowledge
of farmers (P. 6) is incorrect.

3. Page 4 - the "guichet unique" itself was a reform
instrument, and arguments in the assessment for its abolition are
unconvincing. "Guichet unique" implementation may be poor, but
we also suspect the authors of the Assessment may be barking up
the wrong tree here, i.e., abolishing the "guichet unique" may
mean going back to old systems for various administrative
approvals, which were even more cumbersome.

9. No information is provided on USAID's comparative
advantage relative to other donors.

10. The Assessment apparently counts on the GON and USAID to
directly implement the proposed strategies, as opposed to
effecting their implementation through private sector incentives.

8. Marketing cooperatives should be examined as an
alternative to local marketing boards for large scale functions.

7. There are no convincing arguments in favor of export
taxes.

6. Demand for seed is a derived demand, and depends on
conditions for grain marketing, and these are not addressed.

5. The report does not properly rank constraints in the
enabling environment, such as transportation, etc., relative to
financial constraints.

4.
evidence
Adoption
research
to which
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VI. COMMENTS BY USAID/NIGER/NRMA (details attached)

V. COMMENTS BY IRG (details attached)

VIII. COMMENTS OF KOKARI, the Banking inter.mediary for
cooperatives managed by CLUSA. (details attached)

In the last page of these comments exception is taken to the
solution offered by local phosphates, noting the fact that
reser~Tes are unproven.
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COMMENTS OF EXPANDED SO TEAMVII.

The economic analysis should follow the lead of the IMF/WB
Structural Adjustment program. For example, recommending export
taxes or increasing tarifs is not practical for a government
which must follow the SAP conditionalities to survive.

Though the expanded SO Team had only the executive summary to
review they shared most of the concerns of section I. above,
Consensus Comments. They noted that the basis for some of the
assertions in the report was not evident ... e.g. 13 million fcfa
in impact from the devaluation of the Fcfa vs the naira may not
hold at all given the fact that the naira was devalued de facto
to the same level as the Fcfa within a year of the fcfa
devaluation.

This cooperative was disturbed by the derogatory statements made
about them in the report when none of the team had visited them.
ThGir attached letter contradicts several points made about
conflicts between SICR and KOKARI, the qualifications of their
agents, the question of salary, and the paYment of bonuses to

Comments also on the implications of the Assessment in favor of
the "techo-extension centric approach," and generally, the
treatment (or lack thereof) of the enabling environment. There
is an extremely important question of "approach" here, i.e.,
"empowerment" for our clients and partners means they should be
able to choose, while the phosphates single technology approach
looks like a top-down solution.

Comments center on the treatment of land tenure in the
Assessment. Did the team members working on this issue
understand what we were doing well enough to comment on it.
Several perception and factual errors are noted.

These comments are actually an attempt to give the team an
example of how the structure of the executive summary could be
improved to address more directly the questions of AFR/SD.
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==============================================;==================
We realize that there is still an enormous task involved in
addressing all of these comments in order to provide an
acceptable draft for review by our Strategic Objective Teams. We
hope that the effort will provide us with a sound basis for
future efforts to develop activities and programs which will
contribute to the achievement of our Strategic Objectives 2
and 3.
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agents in Tahoua.
statements made on
letter. A copy of
also be attached.

We expect that the team will verify the
these issues in response to the attached
the translation of the executi~e summary will


