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FOREWORD

Tnis report presents the current status of the Un;verszty of
Michigan tear's preiiminary assessment of ‘the economic impact of i
. ABDG, it is. also submitted as a contribution to upcomxns udentlfl—; :
cation work: for Phase 11 of the grant. SR P i

This exercise was started as a response: to concern’ on the:
-part of AID/W and at the AID mission to Niger that the 1mpact Of -
the grant be ldant;fled_and. to the_extent possxble. quantlfled.

Our purpose Wwas to:

- estab.ish a’ ba51c metncdology Eor grant impact assess—'
'ment in various economic areas, und for varlous groups? .
concerned; :

.~ test this metnodology with exlstlng data. Through this
fprocess. refine the apprcach and ascertain whether: data: IR EN
available or <currently collected are suffxcxent foi tnxs .'“ “5]
type of exercise; g

~ ~.provide a preliminary assessment of ASDG impact useful -
to upcoming design efforts for ASDG II. and 2 better frame -
‘of ‘reference for the final evaluation of the first phase:

_ Because of the overwhelming effect of multiple and cdmplex AP
exogenous factors: the coverall approach is obvicusly not based oﬁ:;g’
a simple before/after comparison. Key. bencnmark indxcators have'
been selected and followed over time,2 but they are more: useful to '
-'track actual 1mplementatlon than for measuring net final effects.

. Exogenous factors are directly integrated intoc the analysis only | %
to the extent that they modified actual implementation inm ja major':""’
sense. :

_The impact assessment follows these general Stéps.'(é)'é'deh.CWﬁ
scription of the original policy rationale: in some cases. with O
" ‘substantial further development. (b) an overview of actual imple- " -
mentation in counterpart fund use or policy reform:; (c¢) an as-f“'"”’
sessment ©of the macroeconomic and budgetary. impacts, and {d) in TRl
‘the case of policy reforms; an assessment of net effects by main. | -
- social' group concerned. : S T

This report comprises S5 sections: macroeconomic and budgetary .
impact of the various tranches of financing, impact by major pol-{
icy reform area :cereals marketing, inputs, role df coopefatiVES;*
and conclusxcns. A sSection on crous—border trade Hlll be 1nc1uded ’
1n later ver31ons of this report.

_ He gratefully acknowledges the very valuable contrlbutlons of
:Larry Herman and Charles Steedman, consultants, and of Cynthla
Moore. researcher.

;u' T _ E _ o ' o : Henri'?. Josserand
B . . : : : Frank C.. Casey -
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I. INTRODUCTION

] The Agricultural Sector Deveiopment Grant (ASDG) involves
both a sector-targeted resocurce transfer and incentives fori the-
Government of Niger (GON). to undertake a series of pelicy reforms.

The rescurce transfer, which has amounted toc $29 million in three ;3

increments or tranches. is designed to assist Niger's economic

- stabilization progran. 1 <oes SO0 by providing a mix of funds. for

incremental investment %hat could not otherwise be undertakern anq
for reducing balance of payments and government budget deficits.
The resource transfer does one or the other as it is uged. | It
cannot do both simultaneously. e

The policy changes that are to be implemented. sre desfsﬂed“tofe'*'ﬁ“

help Niger meet its structural adjustment objectives. over the long |

term. The aim to is move toward freer markets and trade and less
government involvement in agricultural sector activities. The L
ASDG thus has an imnmediate impact on the balance of payments and

public finance and a longer term impact on the structure ano :

strength of the economy.

. One of the: flrst th;ngs that one notes in reading through
ASDG project documents {(ProAG., PAAD, CDSS) is the multiplicity of
cbjectives and intended impacts. It is our opinion that these

documents went too far in some cases and that ASDG was not capable;f.

‘of doing all that was promised.

We explazn more fully in the Following section the tradeoff
betweean allevzatxng public finance and balance of payments

def1c1ts on the one hand and providing resources to flnance 1ncre~ 7"

mental sectoral investment orn the other.. The grant agreement -
seems to argue for incremental activity. especially in light: of
sec7xon £.2 B which stipulates that the Leocal Currency Account
should not substitute for Nigerijen budgetary resources. Such a
provision is almost certainly impossible to enforece. sud difficult
. to monitor. It is not even clear that such a stipulation is ad—

_ visable. In practice. it appears *hat about 40 percent of the ac—"

tivity financed to date by the grant would have taken place any-:
way. wnich leads us to the conclusion that the grant has 1n the_
end had both types of stabilizZation impacts. :

Oon the structural adsustment side the mzin instrument was the.

set of policy reforms. We are convinced that the fundamental ori— "

entation of the reforrgs was appropriate, though flawe in both. for—

mulation and implementation have diminished their potential impact
in the short and medium terms. Further. since policy reforms are

greatly influenced by the general economic environment, their im—
pact is highly dependent upon excogenous factors and the removal of
other constraints (e.g.., credit, technical/extension,; institu~

tional capacity). Policy reforms are necessary but not sufficient | . ',

cond1tlons to achieving many of the structural adjustments fore-'
seen by ASDG. .

A variety of other objectlves were advanced, somewhat ,
vaguely. for ASDG. For example, Local Currency .Acecount expendi—
tures were supposad to have raised the level of the agricultural
sector's absorptive capacity. Failure to fully 1mplement invest—

ment plans was taken as a sign that capacity was lacking rather @

than as a symptom of overly ambitious investment pLanning.;:We .
_wonder just what is meant by absorptive capacity in this context:
and <dec not believe that vague claims of this nature are helpful.

We believe it is important to understand what ASDG can do and . can-.
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not do. The seotlons below are de51gned to assist the reader 5 _
_ . couprenen31on of the Sector Grant' s potent1a1 and actual perfor~
| - ' mance to date.

. We also have concerns about the expectatxons that ASDG-could
improve resource allocation among ‘agricultural  sector development
activities (Investment Budget). The relationship of the Local -

" Currency Account to the Investment Budget is complex; decision
making on Local Currency Account allocations is the: subject of a .
special system that is appended to but not fully. integrated into.

" the .planning procesa.. We are concerned tnat placement of 'ome
'ASDG counterpart fund allooations outside normal channels | eakens 4'
“the impact on rescurce allocation and forfelts an: opportunity to
Strengthen the planning process. - - : o

Finally'there is the oft mentioned issue of corisclidation of .| | -
Sectoral investment. We interpret this to mean that ASDG was to- ]
strengthen existing develcoment activities’ rather than start new:
ones. Indeed, the PAAD speaks of the need to weigh the value of
supporting ongoing projects agalnSt the economic benefits: of £i-"
nancing new projects. There is 1ittle evidence that there wWas:
ever an opportunity to make such. comparisons. We have’ serxous
reservations about how such decisions can be effectively made out-e
side the context of overa11 Investment Budget and current expendi-~
ture budget allocatlons. . .

In the end, ASDG could and did contrlbute to economic stab1~-;_
lizaticn. It provided some general budgetary and balance ‘of pay—';

" ments support both through lags in disbursements and througn fun—-;*
gibility of government funds. The resource transfer financed COFi—j: * .
+inuation of some development activities:that otherwise mlgnt havef-"' '
been cut a8 wWell as some new 1Pvestments that could not otherwise I

- have been made. ’

ASDG alsoc represents an 1mpcrtant step in melementing the .
policieés which will ultimately support sStructural. adjustment.,_
though few clear manifestations of impacts are evident vat:. as’ we_.
see in sectlions of this report covering policy reform areae..-
Still, these accomplishments and the lessons learnad ara 1n them-tf
salves impressive enocugh toc consider ASDG favorably. We are much:
more doubtful about ASDG's impact in: increasing . absorpt;ve capacAf
ity improving rescource allocation,  and: oonsolidating 1nvestments.
As a result, in our concluding section we caution agaxnst maklns e
too many clainms for future programs such as this. s

II. OVERVIEW OF STABILIZATION IMPACT: DOLLAR TRANSFER AND! LOCAL .,f*
CURRENCY ACCOURT

_ The potential benefits ©f the Grant consist, first,
‘lar transfer to the BCEAU in favor of the GON.. This act oo
short—term capital flow. it improves Niger' s balance of - payments§g-x}
(BOP) by the amocunt of the transfer and adds te ite forelgn ex-— '
chaenge reserves. The BOP impact is’ positive and. lnstantanecus"h
lt Wwill bpe diminished over time as secondary effects work: their
way through the economy. Some of these effects are dzscussed be—
low.:

‘The potent1al benefits to Niger's Eubllc f1nances be: n:to
occur . once the BCEAO transfers an equivalent amount in CFAF B <% an

interest-bearing GON Treasury account in Niamey. ' The: Minister off‘ffﬁ
Finance has delegated to the Minister of Plan the authority to - | .o
_make payments for approved projects out of this LC account. Undere
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the Minister's authority, the Secretariat of the ASDG Ménageﬁent

Committee, chaired bY Plan's Director of Investment Finance;}manéﬁ"

ages the LC account.

AS each trancne is aeposited 1n the account, five percent 1s '
moved intc & separate LC Trust Fund account for use by USAID }
{Amendment 4 to the Grant Agreement raised the percentage to 8.
percent and regquired that this amount be deposited directly into

the Trust Fund account without). We do not deal here with the po»;

tential impact of the amount that is transferred to_the Trust
Fund., ' S ' B

The deposxt of CFAF in GON accounts is equ1va1ent to a one—-r
time¢ increase in. government revenues. To the extent that these
funds are not committad by the end of the fiscal vear, September”
20s there will be a reduction in the GON budget deficit for the
year by the uncomm;tted amount. The reduction in the deficit will.
e even greater if commitments from the LC account allow a reduc-“
tion in commitments from other’ government accounts.

AS later’ tranches are depusited., similar reductlons in tne _
budget deficit will occur annually. After the final tranche has.
beern depogsited. however, the deficit will be inereased in one or.

more figcal years unless there is a fully compensating compression-f‘*

of government outlays elsewnere. . In other wWords:

To the extent that expenditures from the LC account are'
new expenditures that wouid not have occurred witnout the
ASDG, they wWill have no benef1c1=l impact on the GON's
public finances. To the extent that axpenditures from tne

LC account wWould have beern made anyway from other ;
government accounts: there will be a reductlon in the cu-.
mulative budget def1cit from what it would otherwise have
been. ’ .

Overall. the net present value of the reductions in the
- budget deficit will be greater than the NPV of the in— !
creases both because reductions will occur in the early
‘years and. beczause of reduced outlays from other government_ [
accounts. . : : :

To the extent that incremental expendltures from the LC-
account have multiplier effects on the economy:. they will
‘generate some level of additional government revenue. TS :
the extent that incremental expenditures from the LC ac—:
‘count. induce the production of crops and other goods soldT o
‘on gcvernment account, there will be additional government-.
. revenue. '

To the extent that increméntal projects or incremental
compeonents of projects survive and rely on government re-
sources after the LC account has been closed, their re—
current costs will add to government expenditures. If nor
offset by project revenues, these expenditures will i
increase the budget deficit. The znterest earned on the
LC account will ada to government revenue and reduce tne
budget deficit. :

AsS expendltures are made from the LC account, and they
‘work thelr way through the economy. there will be sec—
ondary effects on the baiance of payments, as suggested
above., For example, to the extent that the LC account is -
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used to purchase imported goods and services that wouid !
‘have been purchased anyway. thare is no raduction of - the:

favorable impact ©of the dollar grant on the BOP. Howevers.
T to the extent that it is used to purchase imported goods)

‘and services that would not otherwisSe have been purchased,:-tﬂ7.q

there will be an offsetting reduction of the favorable--i
impact of the dollar grant on the BOP.-

Toe the extent that expenditures from the LC account in= =
- duce increases in the production and export of goods that o
would not otherwise: nave occurred, there will be a further
reduction in ‘the HBOP deficit. ' : P

on tne other hand, to the extent that incremental expen— -

ditures from the LC account have multiplier effects on the’
economy:; there will be an increase in the BOP deficit o
equivalent to the marginal propensity to import.  To thei.-
_extent that anremental ‘projects. continue to generate re-
-eurrent costs after the LT account has been closed, a f
- portion oOf ‘them will be 1mports and wxll increase tne BOP
.daficit in later years. :

In sum. the potential_benefits‘of,the dollar grant on Niger's
international accounts and of the local currency account on:its -

public finances can be substantial, but they can be offset in &

number of wWays. The balance-of-payments benefits can be ser1ously_?j_f

undermined, for example. if there are large incremental impérts.

- Similarly, incremental expenditures from the LC account counteract [ 7
the initial public finance benefits. The question then becomes . &
ope'of knowing what these imports and expenditures. have genarated,.ﬁ”

To detérmine the net impact of the. ASDG.'an'attempt should be'r'f'

nade-to estimate the value of incremental expenditures and of in- " |
cremental imports since these will counteract ‘the "initial p051t1ve-'

impact of the grant. .The net benefit may theri expand or contract
over time as expenditures are made and as incremantal act;v;ties
succeed, or conversely fail, in generating more exports and: '

Ereater government revenues. While the ASDG Management’ Committae SO
Secretariat's data on expenditures to date, examined in detail be- &
low, is quite good and timely by most standards, there.are gaps to i
be filled and refinements to be made before a deflnltive as;ess-._-;

ment can be - made.

~III- PRELIMINARY ASSESSMENT OF LOCAL CURRENCY ACCOUNT IMPACQ"“

" The ASDG local currency (LC) account; or counterpart fund,-' '
.camne into exlstence with the deposzt of the first tranche in Marech

1885, A gimilar account for the Rural Sector Development’ Grant

(RSDG)s administered in similar fashicn by the ASDG Management :
Comm1ttee & Secretariat, had already been in exzstence since 1984. "
There seems to have been llttle difference between the two.=
the ASDG, project selection priorities were changed only in'the

zense that funding recurrent costs of USAID projects in agricul-?m”'

ture and livestock took second place to flnancing activities that
contributed to the impleméntaticn of pelicy reform.. The primacy
of the latter does not, on the evidence, appear to have been re— -
spected., The consideration of projects for funding from- ‘the LC.
account has turned more on the state of readiness of the: requests
and the ASDG Management Commlttee s judgment of thelr Vlablllty.

Forbf'~

R
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Pressures are created by the very exlistence of the LC ac-j

__ccunt. The Director of Budget Finance, who chairs the Management

Committee, comments that the LC account is seen as being more

‘readily available than most alternative sources of funding for

projects. His committee attempts to judge new proposalsfonﬁtheir

merits, but since proposals are submitted serially, there is lit—

tle opportunity to compare one possible use of the account thh

another. For the first three tranches of .the ASDG.—there was lit—"

tle attempt to apply cost-benefit or cost-effectzveness crlteria
to the selaction of projects to be funded. This changed before

the departure of Jeffrey Metzel of the techn1c31 a531stance team.
who with colleagues in the Ministry of Plan's DEPP, became more .
invelved with LC account PrOJectS and began to anaiyze propcsals

to the committee. We expected that this kind of scrutiny: will

contlnue and be reinforced through Dr. Gonzalo Romero, now.es-"
51gned to the Minlstry of Plan's DEPP. ' IO

i

It is dlfflcult to. say that the existence of the LC account

has 1mproved tha planning process fcr the 1nvestment of GON funcs,-"

as the designers of ASDG seem to have hoped. Nonetheless, the
Process was def1n1tely improved after the wWorida Bank s.Structural
Adjustment Program was introduced. It was reccgnlzed at the t1me
that the GON had little data on donor—-funded projects and’ Iittle{c
basis for tracking or comparing them. The 1ntrcductzcn of tne In-
vestment . Budget (B.I.) itself in 1984 was. a big step fcrward. and
the development of the Dossier Standard for prcgects with help
from Metzel ‘and others added to the government s abllzty to com-'
pare and meaSLre prOJects.

Table 1. Details of Transfers to the LC Account |

1st Tranche . 2nd Tranche = 3rd Tranche

' Date of CFAF Deposit 3 March 198§ 2 Jan 1986 . 1 Aug 1987

Dollar Amount ' $7,000,000 $9,500,000 = $12,500,000

CFAF Equivalent {'000) 3,323,250 3:544,925 3,800,000
‘Less 5% for Trust Fund - 166,163 177,808 : 190,000
Net to LC Account 3.1587.,087 3,367,120 . . 3.610,opow'
Interest through 3/88 121,588 - - 256,430 110,641
Total Available ('000) 3,278,675 3,623,550 13,720,641
Three Tranche Total . T 167253?633_7
Total Dollar Transfer ' . $29-000;0b¢f

SCURCZ: Secreétariat du Comitée de Gestion

In order. to examine the possible impact of the ASDG resource |

transfer on the Nigerien economy, we need to see what amounts. are
involved and how they have been spent. The dates of the three-

ASDG transfers to the LC account, the dellar and CFAF amounts._and '

the lnterest earned by the account are shown in Table i.

The LC account has been used for a var1ety cf purpcsesf

Table 2 separates the projects it supports into six groups 1nc1ud—;:

ing one for the operation of the Secretariat. Looking at the
groups in turn may provide some insight into the way in which ex—

_ penditures have been concentrated and the extent to wnxch the ac-"
'count has financed any zncremental act1v1ty. : i




Table 2. Categories and Status of LC Account Projectss:

LCA

NG .

10
21
28

16

iz

-13
26
a3
34

31 May 1988
o (In millions of

' - Amount
Project Title _ Auth.

Counterpart for USAID Projects

Niamey Departmeﬁt Develobment .897
Forestry/Land Use Planning 1,257

- PCN. Recurrent. Costs . . © 232

CFAF)

Amount
Released

897

1,257
232

.Aqunt-..

767
sas
160

Sub-total 2,386

Pearcentage of Total = 27.5

CQuntcrpirt for Other ponor Projacts

RD Operations Support (1986 BI 353
RO Operations Support (1588 BI 465
Ag Market/Price Policy Study a8

Denbou:Porimeter"Dévelopmant - 230

2386

26.6

353

466

230

1,912

31.0

221

 Sub-total 1,057

 Percentage of Total = 12.2

Sclely thdéa New FProjects

Firgoum Perimeter Development 27

Nigerien Enterprises-ILO 1,067
CARE Agroforestry B 214

Africare Fish Ponds h 49
Firgoum Perim. Scuth Stuady 27,
‘Maradl Employment Creation - - 251

Hydrogeological Study - 12

1,056

12.7

1t°57
‘214

T 49
251
i2

27

Sub-total 1,647

Percentage of Total 19.0

. 1:626

19.5 .




e

' (In millions ©f CFAF)

_ _ LCA ' o . Amount Amodnt  . Amount’ i
SR ' _ Ne. Project Title - Author. Relsased SPQQt'._.-'*-

. D. New cComponents <f USAID Projects

4 8o0ils Laboratory-INRAN _ 87 &7 . 9.

15 Livestock Renewal (ILP) . . 100 © 1loo 100 -
18 Wheat/Cowpea Seed (APS) 131 ©131 131 -

19 Improved Seed (APS) g 80Ss° = 80§ - 805 .
20 Fertilizer Imports (APS) 272 .. 272 272
- 23 Guarantee Fund (APS) 357 . 357 -

24 Cowpea Renewal (APS) o 270 268 '266 ..
25 Peanut Renewal (APS) - 500 “99 . 499
31 CB-S Cowpea Seed (APS) S30° - 3s9 . 359

Sub-total 3,052 - 2,878 2,443

'Parcantasa'of Total 35.1 - 34,5 39@6';"“

E. Féﬁex/Lc Costs of Other Donor Projecis -

.17 Crop Protection : - 180 . 137 137
- 27 Rural Code Drafting : i7o0 : 53 . - SRR
. 32 Village Poultry-CCCE 3 43 (p) -

Sub-total 393 233 190 .1

- Percentage of Total - 4.5 . 2.8 -1

P, Scérqtariat Operations S 1s7 . 187 éé__§ f5:"'{

Percentage of Total ~ 1.8 = 1.9  1i4

TOTAL 8,691 8,332 6,165}”

Parcentase of Total 100.0 ©  100,0 100i0 -

{a) Totals may noet add because of round1n3
{b) -Leasn than SOO;OOD CFAF

- SOURCE: Secrétariat du Comite de Gestion'




(ln mulwns oF CFHF)

(b}

. ..!npu';:’

Livestock Renewd (ILP): Livestock

. Hiwat/Coupes Sead (APS):  HWheat (102), Coupea (26) seed

Fertilizer Imports (HF‘S) Fertilizer
a Rermwal @PS): Fertilizer

‘Peariut Renewal @PS): - Peganut seed

(c)‘

(d)
(e)

*Other® empenditures as follous: '
Niamey Dept. Dewlopmerit: Field operat.mnf :

‘Nigerien Enterprises=IL0: Guarantee Fund (150J, IL_U (609, F.'—é.is_ d* agence (48)

fidvances not yd accounted Fcr :
No brtakdoun awilable _ = .

SQUQCE' Secratw:ai du Comtn de Festlcn

Dther Fldvancr ey

Noe o Pro_}oct Tll:le ' Per-s'l Tra:n’g- Eupen. o Equip. (b) ‘Cons_t;.r. Stud:u (c)_ el kdy Total
2 aneg Dept. erlopment. 0 ) g RIRSRE! + DA | B 4_0 g 1) , ,o_ 724‘ , ‘0 724
3 Forestry/Lind Use Plan 18y i IR 105 IR 7 SUREIN | B 49 R 1 I 5 11 B | P (v )

- 4. Soils: Laboratos-qINRRN R 1 RN+ FERE S TR | P R | B O R B 1 BT IS | Y W
6 Firgous Perimete Dev. . 0 -0 0 = o 27 0 0 0 27
- B RD Operations Sypport -0 0 -0 -0 . a- -0 0 0 1] 221
9 Secretariat . % '3 24 3 - 0 0. .5 . 0. -0 71
10 R0 Operations. St.pport 0. 0 o B i 1 "0 0 124 "30 124
' 12 CARE fAgroforestry (e) s S T . - o _ ' o -0
13 Africare Fish Pods N -2 P 14 0 A 0 d 0 43
15 Livestock Renewa CILP) 3 B 4 0 94 0 0 t 0 100
16 Nigerien Enterpnses—ILO 39 6 49 43 S | B I 209 0 947
17 Crop Protection 13 0. €9 55 - 0 H 1] 0 0 . 137
18 Hheat/Cowpea Sead (APS) 0 0. 3 0 128 0 o 0 0 131
19 Improved Seed (PS) (el - : _ : ' _ _ : acs
20 Fertilizer Imports (APS) 0 o - 8 0 264 0 0 o a 272
21 Rg Hkt/Price Policy Study 0 0 1 0 0 o 3 0 o 4
23 BGucrantee Fund ®PS) 0 1] o . 0 o 0 1] 0 0 0
24 Cowpea Rerewal @PS) 21 S 162 .49 - 36 o .. 0 0 1] 268
25 Peanut Renewal ®PS) -4 0 1 0 498 1] ) 1] 1] - 499
26 Firgouwnm South Study -0 - O o 0 0 4. 0 0 4
27 Rural Code Drafting 16 . c . 19 18 0 c 0 g o 53
28 Oembou Perimeter Develop. D 0 T 1] o 1 I Q. -0 0 0 2.
30 PCN Recurvent Costs 2 - 0. 125 11 0 .0 o o 3 141
‘31 CB-5 Cowpea Seed (APS) 0 1] A4 2 1] 0 1] 0 309 355
32 Village Poultry€CCE 0 0. 0 0 o 0 L0 o o 0
33 Maradi Employmert. Creation 0 0 o o9 a 0 0 a 0 0
34 Hydrogeological Study 3 -0 -} 0 ) 0 1 o 1] 5
301 12 622 269 1,020 B4 13 1,678 342 5,335
- Percent. of Total _ o ' 5.6 0.2 11.7 - 5.0 19.1 1.6 0.2 31.93 6.4 B81.4

€al Tot,als may notadd because oF rotrdmg.
Input expenditues as Follous:

i




s

- of each project’'s expenditures (through April 1988) by major cate-

_percent of total disbursements) expenditures have: been directed = ..
immedi- |-
. ately available. The Forestry and Land Use. Planning Project.

‘LC account for perscnnel, routine cperating costs. vehicles.
equipment . and construction. A better—tnan—averase prcportlon of

.ment purposes. AsS a consequence of its investment in vehlcles and;

‘project is considered to have used the LC account more for 1mpcrtsf

‘nance. As wWill be seen below. howavar, the LC account nas £i-

ten.

MACROECONOMIC AND BUDGETARY EFFECTS T s

Table 3, which is incomplete, attempts to provide a breékdcwn}'

gOory: personnel,; operating expenses. equipment purchases., and SO

on. This table allows us a preliminary look at types of expendx—..,i”

ture for all 26 projects taken together. "More detailed data of
this sort will be needed in order - to determine the extent to: which? .
LC account expendltures have gone for impcrts as opposed to local

goods and serv1ces. :

‘Returning tc Table 2, one finds in the first group (A) con-
tributions to three mdjcr UsaAID projects that have been made in
lieu of GON counterpart contributions. These payments have “taken
up a large but declining portion of LC disbursements. AS shcwn ini

Table 2, they account for 31 percent of the ASDG LC Acccunt expen—:f
. dltures thrcugh May 1888. : R

in the case of the Niamey Department Develcpmént;Prciecthflé

toward field cperatlons. A bDreakdown by category' was not

(FLUPP), which has received 16 percent of the total, has used'tne

its LC account expendltures ——14 percent—-— have beeéen for invest-— 3
equipment and heavy expenditure on fuel for vehicles, the’ FLUFP

than have most other projects.

The Agricultural Production Support . Project {APS) nas used- )
considerably less of the LC account for counterpart expenses. cnlyﬁ
3 percent, ccncentratzng these expendltures (8% percent} cn rou— i
tine operating costs, particularliy vehicle operation. and maxnte-

nanced a number of new compcnent= of the APS pchect so that it
nas actually benefitted more than either NDD or FLUPP.

A second group shown in Table 2 is counterpart for cther
donor projects (group B). The other donors range Erom the world
Bank and UN agencies to Kuwait. The first ASDG tranche. ccnta;ned
353 million CFAF for a set of 28 rural development (RD) prOJectsp S
which also benefitted from the Rural Sector Development Grant. Sk

ASDG'S $9 million predecessor. As shown in Table 3, no breakdown f.g'ﬁ'

of the disbursements by cCcategory was avallable as this was: writ-

P

Another set of 17 rural development projects was funded under?
the third tranche. In this instance they were each 1dent1fied 1n4~ﬁ,
the 1988 Investment Budget (B.I.) as receiving sums from. tne ASDG .-
in lieu of GON Treasury counterpart contributions., Table 4 con-;'
tains a list of the 17 projects, showing how much the LC acccunt_'

agreed to contribute and how much the donor intended. to cémmit'tcfl'”

each one in the 1988 fiscal year. The LC account counterpart is &
percent and dcnor contributions are 93 percent of the 1988 tctal.'

The fact that the amcounts comlng from the LC account'are in
lieuy of GON. contributions from the Treasury is clearly shcwn in’
Table S, which lists the same projects and reveals the planned

lTevels of GON Treasury contribution to each one from 1986 to 1989) 35

For 1988 the amount is nil. At 490 million CFAF, the planned

“Ireasury amount for the previcus year, 1987, was very c:_LoSe_,to"thei_,-_.'_=
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Sup-Total Agriculture

Emergency Vaccination Campaign
Canter-East Niger Project
Dallol Bosso Ag-sylvo-pastoral
bembou Dairy Perimeter '

Sub-Total Livestock

Gao Dosso Praject

Borenhole Plantations
Tahoua Greenbelt

Niamey Greenbel!t Extension
Bilma Palm Send Barrier
Fisheriaes Development

Sub-Total Forestry/Fisheries

500 Water Points -

Sub-Total Village Water Supply

TOTAL

(a)

SOURCE
1988-1990 et Budeet a’ Investissement 1988 ”

-

Farcentage Agriculture
Percentage Livestack
Fercantage Forestry/Fisheries
Percentage village Water '

Totél

Ministere du Plan.

187

120

i1zo

466

R A —

40.1
17.86
16.5
25.8

100.0

Totals may not adad because of rounding.

4,368

L8]
684

278

279

1,238

214

451.

451

65271

"Programme des Investissements de 1 Etat
Sgptgmbre_1987.-

- ré- R

R Foo

Tabla 4. LC Account Contributions to Other Donor Prbjécts; 1988 -
{(In'millions of CFAF)

S.I. B.1. 1988 1988 Donor(si Lk
No.' Title LCA Donor(s) ‘-
1004 Tahoua Productivity Project 23 . 328 ;G?z
3002 Smail RD Operations a8 191 .. IDA
2012 N'Guigmi Integrated Devalopm t 5 256 UNDP/UNEF
3026 Elmekil Irrigation Development 15 150 Kuwatit
4023 Kouranl Baria Perimeter 92 742 ! ADB/ADF:
4071_quimetcr Rehabilitation 45 29704 KfH/IDA/CCCE”Lf;

ID'
N CIBA s
BOAD/OPEC'”

UNSO/FAC/CCCE
Suitzerland -
b . UNSO'_Z{
. UNSO -
. -UNSO

(SR
e

[Kuﬁzii/aaoéggﬁ




s . . _ ) B W7
“Trapble 5. Treasury Budget for Selected Projects: 1986-1989 N S
- 2 ST - o ' o (In millions of CFAF; _ _
 B.I. : 1986 1587 1988 1989
- _ SR S Title s FPiannad Planned Flanned Planned
Tahoua frodustivity Project 23 o] 0 -Q
Small RD Cperations o Q ° o
N'Guigmi iIntegrated Develocpm’t -) e Q L
Elmekl Ircigation Davelopment e _ B v) ¥e) o
. Kourani Barlia Perimeter o 80 178 o T Q
Pearimeter Rehabilitation 55 78 o] 20
‘Sub-Total Agriculture 166 283 - o 25
Emergency VaccihatioﬁICampaign 0 38 o *Of
Center-East Niger Project B .10 10 0 )
' Pallol Bossc Ag-Sylvo-pastorai : Q o} Q 10 -
‘Dembou Dairy Perimater 8 .67 o o
Sub-Total Livestock 18 116 o - 10 ¢
. Gao Dozso Project ' . i1 16 o 0 !
Borehole Plantations 0 1s Q- Qg
Tahoua Greenbelt (o] o O N3 o
Niamey Greenbelt Extension. o 20 o BE-X e
‘Bilma Palm Sand Barrier fu} . Q .0 Q. e
Fisheries Development © 0 o e o
Sub-Total Forestry/Fisheries 11 Sl 0 -E 5
. S00 Water Points ’ ' 60 . 70 - o o i
Sub-Total Village Water . 80 70 o _-fb”ffn_fi:H
| ' TOTAL 255 490 0 : 35
3 o ' : . Lo
' - Percentage Agricultuire _ 85.1 1.6 - o= . 7l.4 |
Fercantage Livestock o 7.1 23.7 - ..28.6. s
Percentage Forestry/Fisheries .3 10.4 - . 0.0 ]
Fercentege Village Water ‘23.5% 14.3 - - 'O@Of"'
Total 100.0 100.0 = - [100.0 | =
‘SOURCE: Ministere du Plan; "Programme des Investissements deé 1'E |
19688-1990 et Budget d'Investissement 1988."  Septembre 1987
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Table 6. Rural Dévalopment 151the Investment Budget.'lsﬂsg-rlsag

(In millions of CFAF) .

1985 1986 1987 1988 1989
Actual Actual ‘Actual Planned Planned

~ Rural Development : : S T
Agriculture 11,142 16,225 14.987 28,240 28,750 -
Livestock’ : 2,212 - 2,695 . 3;212 : 5,277 8,050

- Forestry - 1,526 1,515 2,383 . 2,518 . S,175 |
Micro-projects : 0 435 183 2,219 2,300 .

RD ‘Sub-Total 14,881 20,869 20,766 38,254 442275

'B.I. Total . S2.541 61,490 59,994 103,338 ii5;066: E'
RD Poréent of Total 28 36 3s ..:[57.:3:.f3§_:.
| GON Treasury Contributions to the 3,1;' §
 1e8s 1986 1987 1988  1%89
Actual Actual Actual Planned PlaanQ'

Rural Davelcopmant : ] i R : )
Agriculture C 747 282 774 348
Livestock = 182 S7 184 . 82
Forastry : a0 . 3e 204 - 13
Micro-projects o 4] -1 S Q

RD Sub-Total ' 969 373 1,218 413

e I

Treagury Totai . . - 5,313 3,812 4,812 ' 6,650 7,116 .|

RD Percent of Total 18 16 - 28 &

(a) Figures for 19685, 1986 and 1987 do not agree wWith totals foun | . .-
Table S even though derived from the same documents.. The £i
‘above were taken from summary tables on pageg 35, 45 and €9
the source documents for 1985, 19686 and 1987, respectively.

SOURCE: Ministere du Plan, Direction du Financement deé'inyﬁétisf“
ments. "Etat d'Execution du Budget d'Investissement, Gestio




' MACROECONOMIC AND BUDGETARY EFFECTS O . -]

466 million CFAF in dlsbursaments from the LC account 1ntended fcrj“__
1988, _ : . . : I
_ The fung;bxlzty of Traasury contribu*ions to the B. I. is also

_ revealed in this instance. We learned that the M;nlstry of Fi-

 nance set a cap on the GON contribution to the 1988 B.I. at 6,650 | _
million CFAF, which fell about 600 million-short of the minimum [~ .
£igured reached after hard bargaining between the Ministry of Plan
and the technical ministries concerned. The ASDG LC account wWas aj
ready source for about three—quarters of the shortfall, but’ 31nce,$ -
it was reserved for rural development activities, all tne:prgjgctg:_~_.

to ba financed had to pe in that sector. R S i

This clearly liberated some intended counterpart funding for e
other projects in other sectors. That it did so is shown in Table ' -
6, which raveals that the rural development portion of'thé'GQN-'
Treasury's contribution to the B.[. was expected to fall by two-
thirds in abscolute terms and from 25. percent toc & percent‘in'perw
centage petween 19687 and 1938, The decline in the amount and per—
centage given to rural development from 1985 to 1986, when - the. P
first tranche was used, 1nd1catas that the same thxng happened in ! -
that year as well. : ’

At £irst look: it would be difficult to maintain that the.
funds given t¢ the projects in groups A and B of Table 2 are £1-3q“'
nancing any incremental activity since these were all on-going aE

_donor-assisted projects for which GON counterpart was - lacking.-flﬁ

is possible. however. that the availability of the LC account ali- | .
lowed the creation in other sectors or even in the rural sector of.”*' :
new projects that would not otherwise have begun.  Given almost Vo
complete fungibility, there is no way of knowing. This might- have;
happenad in 1986. Table £ clearly shows a faltering of Treasury

contributions to the B.I1. as a whole in 196u compared to 198s. _Iﬂ s
the later year a constraint was evident. In the absenca of the LC~ -
“account, the GON might have been obliged to postpone some: new;. .5 g
starts., The existence of the account may have allowed it to avoid =
the choice and make the sStarts anyway. There is really nc way to v
tell. - ST

For convenience's sake,; we will assume that groups A and Bs L
making up 38 percent of disbursements, represent no incremental .. .
activity and therefore detracted in no way from the beneficial- af~u;
fect of - the resource transfer on Niger s public flnances.;_" f__
Returnlng to Table. 2., we find that 18 percent of dlsbursé—_fﬂ”
‘ments have gone to what may be called solely funded new pro;ects.,g
Two of these projects are in fact small studies. Two other are -
being implemented by NGOs., as indicated in the table. Thg domi-
nant project by far is the so-called OPEN/BIT project, an effort |’
to promote small private enterprise that is being . 1mplemented by
the ILO. ASs seen in the notes to Table 3, over 600 million CFAF
is shown in the accounts of the Secretariat as going to thesrtoif_

‘None of these projects appears in the Investment BudgetQ'bé-”g,
ing subsumed under the line item for the ASDG. We may assume that =
these projects would not exist without the LC account and there-' | .
fore. that they represent incrementail actxvxty. In their case.'the--x=@-
"ASDG is funding new act1v1ty. not. relieving budget and balance Qf'H'V"

: payments constraints. - ' : ' h : : A




‘ing from ASDG. .

‘which had ccndemned the organization to a precar;ous hand-to

'.supervisicn. This seems to be a retrosrade ‘step. The CA, -

AR s b A L AR S e AR el e RSN _aE T W s

Almost 40 ‘percent of LC acccunt disbursements have-gonefto_
new components of USAID prcgacts. The activities are found in . |

Broup D in Table 2.

The amounts authorized and expended for the first project:in-
group D -~ the INRAN Soils laboratory —-- should be examined with -
cére.- This project, along with NDD, the Firgoum perimeter and the
first RD cperations support project, all received LC account: fuﬁd*
ing from the Rural Sector Development Grant as well as the ASDG.."
These two sources are sometimes combined in Secreaetariat reports._
For our purposes here. wWe are ccncerned only with the amcun com—:

Group D includes ona project,. the guarantee fund. which'iSf'
directly supporting the implementation of policy reform under
ASDG. The fund is dep051ted in a commercial bank to guarantee

. loans to cooperatives. When a_portion is set aside to guarantee - a !
lcan, it gces into another account in the same bank and earns in-- - |
.terest at a lower rate. pernhaps £ix rather than elgnt percent.. ;
' Thus funds continue to accrue. to the. LC account. Except for cases ;. |7 ..o
. of default. where the guarantee fund would De ‘drawn’ upon, tne cnly,f;. L
‘cost is the interest fcregone. : : S PR

The pulk of the disbursements under group D Hent to. purchase'
livestock, fertilizer or seed, as shown in the notes tc Table 3

The fertilizer purchase is certainly linked to the ASDG polg v re—f'w
forms since it was made with the 1ntentzcn of: generatins operatlng, .

capital for the Centrale d'Approvisionnement {(CA). ‘the: lack% £

existence for years. Operatlng cap;tal makes sense: for the CALIE
it is to continue to play a role in input. supplyc and the policy

" reform in this domain did not exclude a smaller role fcr the CA. xﬁ,fff

input d1str1buticn.

_ It may be advisable for the CA to continue to serve as |
c1pient of donor—prov;ded fertilizer, as. a'subsidizéd'ferti
storage depct and as a wnolesaler to prlvate traders. - Even
is supposed to be autoncmous, freed from government control
ation of the operat;ns capital account required: M;nzstry of

-independent cntzty. whethar neominally owned by the UNC:. or not-_ff :
‘should manage its own account.  Its governmental character and in-
ability to operate on business lines were a severe handicap:

past. The channeling of the funds generated from the sale of fer“_ﬁlﬁt
tilizer into 2 gcvernment account hava not helped to cut the llnk-t-f

age.

The various sead procurament 2fforts are not dlrectly ralated- 1
to policy reform, which aims to: move the later stages of seed mul- oo
“tiplication .into private hands, ifaving the gQVarnmant to Lnspect T
“and .- certlfy seed BUut riet to control prices.  The seed procurement

activities Here oriented toward making seed available after: the
bad harvest of 1984 . Aside from the saga of the imported CB-=-S5.
cowpea variety, which suffered severe stress and did not. adapt
well: the other efforts were focused on local preocuremeant and have

'ra;sed some questzons about the rola of Frefets who. cculd choosa

whom' they bought from and at what pricsa. It anything. the cone-
time d1str1but10n of sead of varving quality and appropriateness
may nave undarmlned farmers' confidence in the government as-a .’

Source of good seed. If so, this particular use of the LC acccunt__;;

may have countered, rather tnan helped, pollcy reform.

—mcﬁthc"”“




. ‘components of &n-going projects would have been initiated. in |

MACROECONOMIC AND BUDGETARY EFFECTS

. In any events USAID is the bth Judge of whether these new

absence of the LC account. Funds might have been found elsewhe“e

15

for livestock: seed and fertilizor procurement in the aftermath o:
the 1984 drought y@ar but the LC account was used because it was

readily available. We cannot determine if this was in fact the

case. For convenience we consider all of these activities to be .

incremental, adding additional resources but not allevxatlng pub—-
lic finance ancd balance of payments difficulties,. :

The final group in Table 2 is group E. projects. supported by
other donors for which the LC account paid some foreign exchange
and local currency costs. These expenditures were not in lieu of

GON counterpart funding. A major expenditure ror the crop protec— .

tion project was procurement. operation and maintenanée of cfdp

‘dusting aircraft. We will assume that these were incremental ac—'”

tivities. To the extent that 1mports ware involved. there- was no
balance of payments reliet.

In sum, we find that groups A and B appear to be non-incre—

mental, while groups C, D and E seem to be incremental. The oper—

ation of the Secretariat (F) would be incremental as well. That:
divides expenditures as of 31 May 1988 as follows: 38 percenf i _
(2,343 million CFAF) non-incremental and 62 percent (3,822 million

CFAF) incremental. Certainly these very rough estimations can be . |

improved over the next few months as the first phase of ASDG iis

completed. At the same time:; it would be worth making further ex-

amination of expenditure data to determine what parcentages went
To impcrts and to local procurement.

A final comment on table 2 wou;d be that it revaa;s the &eryu
heavy dependence of USAID projects on the LC account for counter-

-part funding and for new components. Seventy percent of disburse4.

ments have gone for these purposes.  The more dependent the USAID
program, the heavier the pressure to relsase new tranches of the
ASDG. This is without taking inte consideration the’ mlssxcn‘s
nieeds for the Trust Fund, generated by taking 8 percent from @ach
new tranche. Nor does it takes into account the pressures that.
may come from. American NGOsS who depend on the LC account for ‘their

projects. All of these interests will remain hostages to GONEcOméf

pliance with ASDG conditions, unless changes are made in the isec-
ond phase. ; : : ' o

e




_Téblo'?..lnvastment Budgat (B.I.)
" Actual RD Expenditures, 1985-1987

(In millions of CFAF)

LOANS Donor 1985 1986 1987
Dcaso Rural Davelopmant - IDA - - i89 -
Maradi Rural Developmnent IDA 877 602 . - 468
Rural Development Project IDA 58% - L
FPerimeter Rehabilitation " IDA - 445 390,

. Small RD Operations IDA s8 i0 S4

 Ag. Sector Strategy Studies IDA - - .18
Maradi{ Rural Dev. II _ IFAD - 428 251
Maradi Rural Devalopment . CCCE 47 262 . &7
Rural Developmant Dossc ~ CCCE. 185 77 -
Gaya Fruit Project CCCE .13 176 =
Animal Traction CCCE - 3 =
Perimeter Rehabilitation - CCCE - 180 875
Zinder Rural Deavelopment CCCE - - . 57
Kourani Baria Irrigation ADB = &71 1,870 = 736
‘Yelewani Irrigation = BOAD 27 4Q - -

- Konni II Irrigation © - FKDEA .95 77 -
Konni II Irrigation o OPEC 30 a1 -
Dallel Maouri Irrigation oFPEC S - 27
Oasis Creation/Renovation .1DB - - -8 _

Sub~total Agriculture ' 2,388 4,390 2.943.
Niger Center-East IDA 322 344 364 : -

‘Tamesna Scuth - CCCE ' 66 40 i o A ‘
Modern Pouliry Production BOAD 48 S1 55
Dembou Dairy Perimeter : . BOAD . - s = 186 .-
Drought Emergency Aid IDB - 489 . 339
Dembou Bery Daliry Perin. OPEC - - - 146 226
Abattoirs Agadez/zindar/NianayAlgaria - - 651

Sub-Total Livestock _ 436 1,110 1.918
Forestry Project Do IDA 378~ 253. . 829 .
Gao Dossoc ' CCCE 29 23 =
Forestry Project CCCE 68 104 - 190
Aquaculture Development CCCE 69 52 - 9s

Sub-Total Forestry . 544 432 ' Ble’




‘Table 7 (page 2). Investment Budget (B.I.)
Actual RD Expenditures. 1985—1987_'

. Agadez Garden Wells . ccce - s0 - so

Sub—Total_Micro Projects . _ - 90 $0

| . _ ' TOTAL LOANS - _ 3,368 6,022 = 5,730

I L : : o (In millions ©f CFAF)

; o i . GRANTS . Donor 1985 1986 = 1987

, : Ag. Production Support USAID 922 1,868 1,432
L S Niamey Dept. Development ' USAID 67S 983 = 8s6
: ... Ag. Research Support USAID - 746 e
I : "PDI Tara . o : USAID - 58 -
L : ' Improved Seed Saecurity USAID - - R R
| _ Ag. Sector Grant ' . USAID - 830 - 86S .
L Kareigercu Irrigation . FED 340 §- o=t
i Daybary lrrigation o FED 537 1,216 383
" Modern Rice Cultivation ... FED 250 126 I
j ' ; : - 'Zinder Rural Development FED 16 - L=
: . Air Valley Development - FED - 141 . 119
Training of Rice Farmers . FED - 25 86 177
- Tillakaina Perimeter ..  FED S - - 32 51
2 i Soil Congervation ' ' FED - o= 261
: L ~ Cowpea Introduction "FED o= Co= T 7R?
P ST ‘Kirtachi Perimeter _ FED = - - b - A
i : LT Lata Perimeter _ .. FED - o= 20 L
g : 7 Small-scale Irrigation .. FED - - BER [ - S
| - ' - . Dossc Rural Development : FAC 49 21 -
i . L . Dry Season Crops ' FAC - ;- YA R
: : - .+ Zinder Rural Development FAC - - Co= -
: ' T - Malne-Sorca Palms | ~ FAC - - - RN
. Gatawani-Dole Perimeter - . FAC - - . B9 Ln
l : ... Perimeter Rehabilitation KEW - - 687 . i
. - Seed Farm Perimeter .- Belgium 80 84 1485 :
Say Rehabilitation : Belgium - 67 104,
- Diffa Rural Development CIDA 271 - 183 i3s - Dl
Crop Protection o CiDA 429 447 359 k
. Micro Projects . CIDA - 126 (a)*.  'so
‘Tahcua Productivity Proj. GTZ 280 . 196 - 4S&
- _ _ Crop Protection - . . GTZ 392 142 - 208 -
| : .. Teloua Dune Protection: - GTZ 171 124 ;

e




Table 7 (page 3).

investasent

Actual RD Expencitures.,

"Air Rural Roads

Kaeita Integrated Develop.
Renabilitation Damergou
Tiaguirire Irrigation
Niger Fertilizer Progect

- FORPROSA
Gac Dogsc Procject

Ag. Equipment Research
Bilma Integrated Develop.
Agro-pagtoral Statistics
Bilma Integrated Devel.

“Nguigmi Integrated Project

HIMQ Brigades
Kaita Integrated Develop.

- GTZ
Italy
Italy
China

"FAQ

FAC
UNSO
UNSQO
UNEF
. UNDP
UNDP
UNDP
" UNDP

WFP

Sub-Total Agriculture

*Sea riotes at end of Table

‘Budget (B.I.}

(In millions of CFAF}

GRANTS

Intagrated Livestock
Livestock Feea )
Peri-pneumcnia Eradication

- Nomad Population Settlement

Tahoua, Maradi Abattoirs
Tamesna South

Poultry Tach. Assxstance
Agro—-sylvo—-pastoral Project
Laboratory Extension
Central Lab Extension
Inproved Forage Crops

- . Farm Poultry

. Cantral Lab Extension

. Drought Emergency Aid (b)
Rural Code Drafting

Donor

USAID
USAID
FED
FED
KEW-
¥AC
GTZ
GTZ
UNDP
_ FAO
FAO
UNEF
UNEF
1DB -
(¢}

Sub~Total Livestock

1985-1987
199 66
771 1,560 2,149
- = 1,074
% - -
280 40 142
- : - a8
108 - -
160 311 305
3 61 16 .
87 . 37 Ly
- .32 38
- S 5.
- T e 122}.
- 905 o -
6,143 10:8le 11,264
1985 1986 1987
1,325 1,014 %42
S 41 =
63 75 . 155"
- - .87
1,241 73 L=
26 .9 22
94 4S - 18-
— - 173
- = e
- 10 9
= 44 =
- 65 184
- 400 -
- - ‘13
2,749 1,873

1,212




2 B o - :.A..;._l‘ .
B "ra.ble' 7 (page 43}. investment Budget' (B_.'I.'.) . ;
! Actual RD Expenditures, 1985-198?-‘ ;
| Forestiy/Land Use (FLUPP). USAID 662 400 628
i - . Namari Goungou Fishery © USAID _ - 2 =
; - _ -Hunger Campaign = . FED - s - 83 .y
o . Gao Dosso Project : : FAaC P - P
: " ' © Forestry Project = _ FAC - S 8
‘Aquaculiture Development - FAC R -5 S
~Natural Forest Develiopment KEW - SRR i - 3
Borehoie Plantations . . Bwitz, .32 ‘56 S 26
Dallol Macuri Paims ' Switz. F 29 so . 23
Teioua Dure Protection: GTZ - - 26
Fishery Development _ . FAQ S- L- D IR
Dune Fixation S . FAO - = I %
Figherman Training S UNICEF - 8 .  ae
Tahoua Greenbelt : . UNSO 4% 34 -8l
Niamey Greenbelt : UNSC 25 -1 58
" Bilma Palm Protection : . UNSO 130 218 RO
: Gac Dosso Project UNSO - 7 &%
Palm Protection Against Dunes  UNSO - C- 108
Fishpond Davelopment Study - Belgium T _ - 4l
Alr Wildiife Protecticn _ IUCN - o= .35
Fisheries Davelopment ' UNDP &8s g6 e
Famine Prevention’ _ (c) - _8as o=
- Green Ancrage L (c) - - 54
) Sub-Total Forestry 1,027 1,050 1.567
(In millions of CFAF)
GRANTS ~ ponor 1985 1986 1987
Micre Projects R  FED - o195 - -:77 ;"',:f_5“'
‘Micro Projects . S FAC o= 11 e e R
'Micro Projects S . CIDA ~  (a) = 139 a)
Sub-Total ﬁicro Projects' _ _ = . 3as .. éﬁ7’f
- TOTAL GRANTS S 9,919 14.0&2"13.ézofﬁ}
TOTAL LOANS & GRANTS _ 13, 237 20,104 19.550_%
(a) Micro projects includeda under Aar;culture in 1985 & 1937

(b) Listed as a grant but carried under loans in roport L R
{(e¢) "Under negotiation“. donor not named ; S

'SOURCE: Ministore du Plan, Direction du Fxnancement des o

‘Investissements, E.-t d'Execution du Budget d'Investissement, : L
Gestion 1986 (Janv. 1%37), Gestion 1986 (Janv. 1987) & Gestion . RS
1987 (Janv. 1988). - . o - - RSP SIS (S S S
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POLICY REFORM AREA: CEREALS MARKETING.

I. DESCRi_P‘I‘ION OF THE POLICY RATIONALE

ASDG des;sners 1dentxfzed four major problem areas in ceraal
marketing. This section provides a brief economic/food pol‘cy
'analysis for each one. . . P

'fi. Ineftective off1c1a1 producer prices

Thae ¢fficial policy of farm income support was 1neffect1ve :
for a number of reasons: in some years, the official price Has_'__
below free market grain prices in the areas where transactions 'Q'I-uﬁ
toock place. Further, even when official prices were above: market -
_levels. the lateness of OPVN purchases meant that traders.-rather
than farmers. wWhe had already sold most of tneir surplus grain.:
_would actually benefxt from tna polxcy. : '

It i=®s important tco recognize at the ocutazet that aftxslal
prices were never meaningful in a "national" sense. Given N;ger s
. climatic conditions and production patterns. official prices could
‘only be above market levels in certain areas (southern zonaes) at
any point in time. Conversely, official consumer prices could only'
be below freeé market levels in certain areas (northern/deflcxt
" zones) at some point in time. National prices were therefore
unxform in level but not in appllcatlon.

The potential consumer surplus from buying at the of£1c131=e"”
rather than market rate was greatast in deficit regions or fam1ne E
_perlods. which appears '"sensible". However. the potential rent
derived by selling at the cofficial rather than market prxce,was
greatest in the most productive and favored regions,; which was
.less advantagecus, from a social polxcy point of view. o

-2. Iheffective price stabilization

It is true tnat when the marxeted quantity cf a commodxty o
represents a . small proportion of domestic productlon public inter-"'
ventions on the market can have noticeable price effects, espe—
cially if the demand for that commodity is price inelastic. '
However. the price effect of OPVN interventions was diluted
pecause: S ' ' 1

(1) non—off1c1al cereai marketlng was large’ compared RS
to official purchases®, and. ' Lo
- (ii) the size of grain movements from northern
Nigeria represents in some years a very. large. share of
total Nigerien grain exchanges=®. :

Aside from the actual extent of OPVN price stablllzatlon, one
snculd note that under conditiens of uncertainty in productlon and.
wide price fluctuations, Such a policy objective tends_to_:avor”f'

1 Dependlng on yearly productzon. marketab1e grain:Surplus?mathop f
.'350.000 tons p.a- :
2 Shortfalls in Nigerien domestlc productlon can be partly made up@;
_through imports from noerthern ngeria (130.000 to 200.000.. tons ',4
- p.a.-is a common estimate). Sk
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‘consumers rather than producers of basic staples. Basic commodizy,}1
price stabilization is advantagecus  to CONSUMSIS. yho buy theilr
entire food raquirements out of relatlvely fixea budgets. on the-
othar hand, price stabilization tends %o destabilize and redzs—‘-'*
_tribute farm income derived from mar ketables surplus. The reascn 1s|” :
" that in good years prices fall because farmers try to malnta;n B
‘revenue by selling larger quantities of low-priced cereals. This
48 all rignht since in these years marketable surplus is abundant.
In bad years, marketable surplus is limited, but the rise 1n unit .
'prices would normally help farmers meet revenue obJectlves from
reduced sSales.

Sone of the . most crucial cereal polxcy 1ssues may bae summa—:
rized as £olloWs: :

- In gcod years prices fall so much that even w1th :
increased sales farmers may not be able to meet monetary _
revenue obJectlves. This is possible if demand is very ?-g__f_.¢
'prlce lnelastlc, as. 1s usuatily the case for basic staples.._ R

"=~ In bad vears prices rise due tc a scarczty of marketable

" surplus. In fact, when demand 1s rather price inelastic, an
increase in price leads in the aggregate to. a proportlon—
ally smaller decrease in food consumption, but it daces |
involve a - -sharp increase in the fodd bBill. Gverall- this
means elther a reallocation of consumer 1ncome from the '
non—-food to the food part of the. budget. or a global _
decrease in. consumptlcn. For consumers already “at the marm.~
gin’ food demand may fall beliow "acceptable" levels. :

- Finally, if food ald leads to an. in£u310n of large quan—--
tities of cereals on domestic markets, its 1mpact on arb1a'
tragers and on producérs’' incomes is negative {small ‘quan— LT
tities of marketable surplus are nc longer offset by nlgner” B
per unit market valuej. i

These are genuine, complex food policy issues. but commodity il
price stabilization cannot be more successtul in- Niger than‘it is i'
elsewhere. The first issue (higher and more stable farm incomes)’ e
_can only be solved through increases in farm ﬂroductlvity, diver»=i
sification of production, more local transformatlon ‘of domestic
food staples. and more efficient marketlng systems, whlcniére :
indeed fundamental ASDG goals. S -

Address1ng the second issue involves among other thiﬁgs.._=f'i
direct food assistance programs to carefully selaected target )
groups (including use of food aid), upgrading of 1ncome—earning L
ability (education, health), and more efficient marketing systems. .Lw~?

3. High cost of OPVN interventions

Through sub- cptlmal timing in its 1ntervent10ns. OPVN nad ,Z-; S
limited effectiveness 1n farm income support and price: stab;lxza— T
_'tion, the basic prcblem was that the Office often bought and sold
 cereals at the "wrong' times and from the “wrong'" people., (i.e.
~ buying long after harvest time. from. traders rather than produc-
- ers, for examnple;. OFPVYN was also 1ncurring large deflaits. The LT
"QOffice was to use the margln petwaeen purchase and. resale prlces tOi@:ﬂ

cover most operating costs, but this margin was too narrow com— . o
pared to transaction, transport and storage <osts. The narrow 31ze'

" B Coof marketing margin was the result of a polit1ca1 decision to. ap=. .
: : N
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pear both in favor or producers and consumers, and was.iOStly be— "
yond OPVN controli. . : S i

4. Poor circulation oi . “=oriaat. .

.~ Information on grai. ..4ilability and priczu did not circu-—’
late well in Niger, wnich had twe main cffects: (i) It raised

transaction costs, and (ii) it hampered fair competition and'! mar-

N

ket efficiency. To the extent that OPVN management madz suboptimal;‘.
decisions for lack of better information, this eontributed both to

budgetary deficits and to skewing the distribution of benefits
derived“from OPVN interventions. :

Another effect of poor market information ‘was. that the lmpactf'

of'food aid on farm income and domestic production lncedtlves'
could neither be correctly unt1c1pated nor well understood. L

.B. Sclutions -

~Careal pollcy reforms prescrxbed under ASQG fell 1nto four

categories:

1. Abandon nation-wide official prices

‘Although they did not discuss in detail the countefprodﬁCtive
effects of uni:form natiocnal cereal prices, ASDG:designers_préf

'scrlbed “he removal of this practlce._

2. Institute a tenders/bids system at GOPVN

Once uniform natlcnal prlces were no longer OtflClullY bind—
ing: -an c¢bvious way of reducing OPVN deficits was to have: lowar'

cereal acquisition costs, and more efficient grain sales, The ten-— .

der -and bids system was expected to allow this, while incfeasing '
competﬁtlon amcng large cereal traders. In fact. the tTender and '
ids system could theoretically come to 1nclude cooperatlves

3. Liberallze graln novement’ and trade

It was felt that the llberallzatlon Of graln movements and

marketing costs and thus marglns), support farm income and s;abl-
lize grain prices; than official policies ever could. A decrease .’
in transaction costs would in fact be the only way to.provide.

:simultaneous economic gains o both producers and consumersg

In addltlon o the remcval OE uniform naticnal prlces and

trade would contribute much more to market efflcxency {decreasingi

state monopolies, this was to be sought through a better. integrﬁ—.'

tion of cocperatives into the marketing.and grain storage systems.

4. Collect and'publicize_grain Frices

This was to lead both to a better understanding of the way:
‘markets worked {including motivations &nd strategies of producers,
intermediaries, consumers},. and to increased'efficiency and ccmpe;'
tition through better information st alil levels A better knoul-'
edge Of prices was alsoe considered essential for the preparatxon
of OPVN tender documentis and o improve purcnasing pructices.




. aeach. one more tractable to analysis.
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1I. POLICY REFORM EXPERIENCE

_ This section of the report shows the translation cf ASDG o
objectives into policy reform objectives, and examines the extente‘
te which they were 1mplemented. : : '

. The issue of exogenous factors 1S xntroduced at tnis level. :
- This assessaent is not meant to be a direct before/after compari- ...
son of certain indicators because we don't believe A% is possible;'_
. to sort out after the fact effects due to ASDG and effects due to -
- other factors. ln other words, taking the "partlai derivative offs
 a key varlable with respect to ASDG appears pointless.:. Cur way Of
. integrating exogenous factors is to show how they 1nfluenced pol-“
icy reform 1mp1ementatlon. This approacn reduces the numnber: of

"relevant" exogencus factors to a manageable number, and makes

A. Condit _s ced
-1. Abandon Natxon«l offlcial prices

This policy reform obgectxve was to "abolish - uniform na»xonal
pricing for cereals". In fact, this was understocd 1o apply onily -
to millet and sorghum. The only cother major cereal for which - .
prices were set by the government. rice, was not included in the.
analysis. : : ' DU

2. Tender and bids System

The spec1f1c reform obJectlve was to establlsh a system of
tenders and bids for OPVN's sales &and local purchases of grain to
enable cooperatives and private traders to participate fully in
the marketing of grain. Proportions of OFVN transactions done -
through tenders and bids were 1o increase over time from 202 to
‘50F% of total. S

3. Other Measures

in the previocus section on "sSolutions"” we indicated that ASDG fff;'

_designers nhad recommended theé liberalization of grain movements )
and trade, and the coliection/diffusion of grain prices. The ex-'

tent to which they were implemented is therefore also dlscussed in ?"

the following sectlon.'

‘B. Actuai implementation:
‘1, Abandon uniform cereal prices

Uniform, nation-wide millet/sorghum prices were not offi-".
cially set after 1985/86. The Nigerien government's decxslon “to
renove official prices (or rather, ~abstain from 1ssu1ng new ones)
denmonstrated successful management ‘of the difficult exogenous i
weather fdctor. two successive good agricultural vears have kept
farm level prices at very low 1evels since 1985, There has been,
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‘and remains, some political preSsure tc take action®, On the otherj. .=

hand, favorable weather has allowed the government to avoie Aiffi- |
‘cult ch01cas regardlng consumer . price levels. il i

_ iIn any case, the question of official prices deserves some
'-e;aboration. ‘Let. us first consider producer prices.

What actually happened is that the defin1ticn of official _
.prices evolved: both conceptually and polxtzcally. Prevzously; tne
attitude had been that cofficial purchase prices were "sinding";
the state stood in principle ready to support producer: prlces,and

" incomes by . buying cereals from anyone willing teo supply them at Lo

‘the official price. Among scme, a more exiremne view was tnat the. .
state shouid also try to prevent transactions from taking place at'
lowar levels, Over time. this attituds became tempered to the ex—
tent that instead of. setting nation—-wide, firm, and supposedly

" pinding purchase prices:; the government of Niger announced . T
“"indicative", intervention threshcld prices. These are levels be-"
16w which the administration feels producer prices should not'*

‘fall, 8nd which constitute both a trigger and lower bound for. OPVN! -

-_purchaSes;-Sucn prices are, therefore, much more akin to market
. objectives than to tawtul, enforceable patameters: as used to be - .
‘the case. B : Lo R .

Let us now censiden consumer prices.

Official consumer prices have generally been less of :an
issue; there are several reascons. ' o

Firstly., official producer prices were annually -set by minis=|
terial decree and widely published, while consumer prices'Were set!’
‘on an ad hoc basis, in perxods of exceptlonal tension -on graln- I
markets. '

Second, producer prlces are percelved as dxrectly related to ﬂ
farmers' incomes; while staple prices appear directly related to
pasic food consumption. a relatively more sensitive issue. Sec=
ondary effects on farmers' food consumption and consumer incomes :
. are significant but less obvicus, overshadowed by the need tp sat—{
“isfy a basic want.. : pi

Third, the state has considerable latxtude 1n eetermznxns
which needy populations (rural as wWell as urban) require free fooqe
) assistance. In a situation where the state determines the propor- :
tions of officially priced and freely distributed food, tbe.levele7
of official consumer prices becomes a rather'moot point. S

_Finally. producer pr1ce support terids toc become an 1ssue in
"good! yearss, when farmgate prices are depressed., but when the _
overall food situation is favorable. However, consumer price.sup-;~

port becomes an issue in bad years, when purely economic arguments. .

. are least welcome, and when foreign donors contribute directly to |

food relief at best and to market destabilization at worst. L

In recent yvears: OfflClBl ‘congumer prices for cereals (except

_rlce‘) nave been set oniy durlng the 1984/85 drought perlod

3 As of this writing, tne Prime Minister has asked staff at the
Ministries of Commerce and o©f Agriculture toc examine again. in - P

greater detail the current cfficial price policies for cereals._ E__'w

‘4 Contrary to millet, sorghum and other traditional cereals. the
e official consumer price for rice is not set at a max1muma but




. pare tender and bids purchases with purchases under an official

prices, these are reconstructed mostly from OPVN scurces.

- To OPYN®, URC sales to OPVN are actually fronts for large traders'
'Operations. . R

FOL1CY KEFURM AREA: CEREALS MAKRKETING e

OPVh purcnases.

Tna follow1ng section on tenders and bids lmplementatlon R

”shows that OPVN was not bound by official prices in its tender
- awards. For 1585/86 purchases., prices paid by OPVN ware partily-

determined py the extent of competiticon among bidders on the ocne

hand, and negotiations with URCs on the other, puring the. 1987/88
campaign: prices were partly determined through negot¢atlons w1tn
large wholesalers and with URCs. However, in both cases, the _

amount eventually spent by OPVN was strongly determlned by pur—"

cnase dates and practices.’ : ;

2. Tender and bids system

ance the tenders and bid system was only applxed to srain

purcnases. the approach followed in this section is to first com—-,ﬁ

pare the financial cost of OPVN tenders and bid purchases with" the
financial cost of ‘acquiring: equ1v=1ent amounts of grain on the_ ]
open market at prevazling retail rates. AsS a second sStep, we com-.

price system. setting the official price level at 75 CFA/Kg: for'ﬂ
the purpose. Data requxrements are straxghtforuard ‘da:e. lqcatiqn_
and volume of purchases, terms of contract award and local market

The most relevant exogenous factor is that the World Bank was'
'undertaking a simultanecus set of policy reforms invelving OPVN
cudget and management practices, as well as the maximum size of_ﬁ
its security stock . ' - K

a) 1985/86 Campaign

A tender and bids system was instituted in 198s5. However.'lts
1ntended purpose of reducing grain purchase costs conflicted with
part. of the Offlce s prevailing mandate: producer price support.

In October and November 1985 some CORtracts were awarded at prices
.above prevailing retail levels, wnich dia nothlng to acn:eve_“
either cost reduction or farm income support. About:45% of cereals

represent Departement level farmers' cooperative assocxations,"but
this does not mean that rfarmers directly benefitted from OPVN pur—
‘chases. Most producers had already sold grain by the time these
transactlons took place., . and cooperatives as such have noc avazl—
ablée funds to prefinance. purchases from farmers for later resale

rather at a minimum level, to help cover costs of domestic produc—
‘tion and transformation. 5 ' R S
S Like Zalla et al. (Annex H of PAAD) the World Bank .reached the
coenclusion that the size of the national Security stock handled by
OFPVN was too large reiative to rescources availabla. Furthérmdré.
the World Bank set the proportion of purchases through the tender

and bids system at 8G%, compared to the ASDG 20-50% level. . - jﬂ

& On primary marketing by cooperatives, (including cereals): see

for example: '"La Commercialisation Primaire par les Coopératives"” . '

Ministry of Agriculture and Environment, DEP, April 1988.

 were purchased from traders, while 557 were bought from URCS. URCs § } T
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COMPOSITION OF OPVN MILLET PURCHASEb
1985/8b CAMPAIGN (tons)

TRADERS . URCs TOTAL _REGloN'Z' S S %

_ _ " TRADER URCsS
Nismey 3 579 4 405 . 7 984 18.3 . 44.8 .  55.2
Dossoc 3 120 1 472 4 §92 . 10.5 = &7.9 . 3201
Tahoua 1 552 3 929 . 5 481 12.6 28.3 . 71.7 0L b
Maradi 4 915 & BS7 11 772 27.0 41.8 sg.2 - S
Zinder 5 586 €& 857 12 443 S 28.5 | 44.9 ss.1
Diffa 816 . 500 FRECER) 3.0 62.0 '38.0°
Total 19,568 | 24,020 - 43,588 100% ©  «4.9%  S5.1%. |
TENDER/BIDS OF 12 NOVEMBER 1985
7,000 Tons ~ Financed by Canada
. DEPARTEMENT " RETAIL - AWARD - LOWEST _
" {Tons) - -~ PRICE PRICE = BID :
_ R (uwmg) ' o
DOSSO (soo) 84 sl 81
"DIFFA (500} _ 78 95 95
MARADI (1,S00) - .53 - 87.s 79
NIAMEY {1,500) - &0 © 81 80.4
 TAHOUA (1,000) ) 76 .89 80
ZINDER (2,000} 45 90 79
TENDER/BIDS OF 21 NOVEMBEK 1985
16,000 Tons - Flnanced by QPVN
DEPARTEMENT - RETAIL  AWARD ~ LOWEST
(Tons) o ... PRICE PRICE . BID
' S (CFA/KE} SR
DOSSO S 84 . 75 70
DIFFA L ) 78 .“ .78 _ 70
MARADI : - 53 75 70 -
NIAMEY . 80 .75 .70
TAHOUA : 76 _ 75 70
ZINDER - R &5 7L 70
: _ : _ TENDER/BIDS OF 10 FEBRUARY 1985
| : S 13,780 Tons - Financed by the EEC
DEPARTEMENT . RETAIL AWARD LOWEST
(Tons) PRICE PRICE BID
DOSSO 3 : 59 67 65
DIFFA - ' 68 68 68
MARADI - ‘%1 63 59
? - . NIAMEY .70 69" Y
I R TAHOUA ; B &7 65 65

ZINDER = . - 36 60 - 59

OPVN often: pald more ror wholesale purcnases tnan tne pre—
vailing retail rate partly because of suboptimal applicaticn of
the tenders and bid system. Although there are a number of large

grain wholesalers on any Significant market, ‘virtually all operate i




"~ the "formalization" of their activities simply for OPVN tenders

- o117 mllllon CFA loss over an official prlce approacn.
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strictiy wlth1n the conflnes of the 1n£ormal sector._Most cannot
fulfiil the formal requirements of the tenders and bid system.. and
find themselves ineligible from the very start. For the three
1985/86 tenders., the number of qualifying tidders was 7 out of 41
"for the first tender, 4 out of 36 for the second ones and 14 out
of 31 for the third. ' : : ' :

Most traders deal in many other goods aside from cereals"and_:_
i
and bid purpcses just does not appear worthwhile to then, espe~.
ctally since they can always Work through qualifying "front men"
This results.. contrary to the intended purpose of the approacn. lnﬁ
a concentration of oligopolistic power among large grain traders . |
rather than in 1ncreased competition and more efflcxent transac-
tions. : : S

Startlng with the flrst contract (Nov. 12, 1985), it appears ;|
that at the prevailing retail prices OPVN could have bougnt 7y 000 § .
tons of cereals for about 408 millions CFA. Since the Office. actu-?'
ally paid 572 millions CFKFA, this represents an overcharge of at
- least 40%, or a 164 million CFA economic rent realized by ‘a small
‘number of grain Wwholesalers. We note that if the Office had fol-
lowed the practice of puying at an official prxce of 75 CFA/Kg
(the level arbztrarlly chosen for purchases from URCS) the loss .-
would have been "only" about 47 millions CFA. This partlcular '
application of the tender and bid system therefore resulted 1n a

The second contract (to URCs, at the uniform przce of . 75 .'ﬂ
CFA/KS) had a mixed effect. URCs in Maradi and Zinder gained’ sxnce-:'
the purchase price was above the retail level. while URCs . in- '
Dosso, Diffa, Nxamey and Tahoua probably did not, conSLderlng :
transpoert costs to departmental capitals. The overall 1nc1dence on .
OPVN of purchasing through URCs rather than on the open. departmen—t
L tal markets wus a 17s% mlllior CFA loss. ' : P

Flnally, purchases under the last (Feb. ‘10, 1986) contract

added up to 12,577 tons out of the 13,780 tons awarded. CQnsider-é , _:’

ing the monthly deliveries to OPVN from February through May of _}5
1986 in the various departments, the total bill to the Office Was [ .
about 192.5 millions CFA over the cost of equivalent quantxtxes at]

prevajiling retail prices. However, the award prices were all belowﬁ V417

i
4

an official price of 75 CFA/Kg which meant that about 157 £ mil—
'1lons CFA were ''saved by the state" : ;

The global cost of the 1965/86 COPVN campaign thus appears tTo!
nave been on the order of 531.5 million CFA higher than it could i, ..
have been had OPVN bought grain at prevailing market rates?. Note! .
that an added advantage of direct market purchases from local pPro-.
ducers, cooperatives and traders., is that such grain is of better'
quality. On the other hand. the savings compared to purchases at’ ':
an official price of 75 CFA/Kg was (10.5S mllllons CFA. Thls sav1ng o
is naturally not a net gain to the economy, it represents: merely a
foregane transfer from funding sources to grain wholesallng ren— L
tiers. : i

7 This estimate would be even higher if_we_took the-lowest_bids:
rather than retail prices as a reference, but lowest bids are not|
necessarily a valid reference. o o R O R S
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B) 1967/88 Campalgn

The 1987/88 campaign provides the second masor experzenca in
the tenders and bid system application. OPVN management intended
to buy 25,000 tons of cereals. mostly with west German financing.
The proportion set aside for tenders and bid purchases was 30)000
tons, or BOZ ©f total. OPVN did break down the global amount into
small lots (minimwum of 150 tons) to allow participation by rela-:

tively small wholesalers.

Implementation, nouever. met with several problams. Tende:'s

were publicizea by radio and in the press on December &, 1987,

with a due date of December 15 for sealed bids to be dellvered ln
Nlamey. Since radio announcements were unclear to ‘most traders'

- whe had to contact OPVN agencies for add1t10nal information, this

l1eft . very little time to fulfill necessary fcrmalities. preéare_ '
and submit a sealed bid in the capital. e

In terms of dlrect purchases, the lateness of OPVN s campalgn
meant that less grain could be bought from producers. who  had. o
already sold to local traders marketable surplus equivalent to
their monetary requirements.

A very limited number of wholesalers finally qualified under |
the tenders and bld system, but since the Office was now attempt-—
ing to strike deals at levels close to prevailinz free market -
prices, wholesalers were not overly eager to accept contracts.
Their anticipation of pPrice movements over the next few months
apparently led them to choose deferred. over immediate sales.: close .

to spot prlces. The small number of qualifying members from: this

extrenely tlgnt ‘Rnit guild may also have colluded to put pressure

on OPVN. As a result, sales of cereals to the Office did. not start__”

until} late February 1988, and most of the contracts were awarded
at 85 CFA/kg. Even then, transactions were rather sluggish, OPVN..
having bought aboUt 16,500 out aof 20,000 tons by the end OfiAPriI;

Since most of the purchases took place zn the southern Haradx
and Zinder Departments, the financial cost of 1987/88 operations

Wwas approximately 330 miillions CFA above what it would have baen

had OFVN bought cereals shortly after harvest (early Decenber} ‘at
prevalling market prices®,

3. Other Measures
a) Liberalization of grain trade

Cereals were identified as priority targets for . internal
trade liberalization in the PAAD seciion on "Institutional and
policy constraints on agricultural productlon in Niger" (Annex H).
Zalla et al. recommended that: : : e

“"at the primary level, any individual, merchant, trader,
cooperaiive or other nmarketing intermediary should be
able to purchase. grain, cowpeas, and peanuts at any
" price at any time it chooses.” - '

8 Prevailing Decembeér prices in Maradi and Zinder were at least 20 .

CFA/Kg lower than award 1evels._oﬁ 16,500 tons this translates . oy B
into 330 millions CFA. o : B : ; Sl LA
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. Th1s was 1ndeed accomplished to the extent ‘that the GON"abolﬁ-
i - o ished legally bihding uniform naticonal prxcas for trad;tlonal
' cereals save rice, and the monopoly status of SONARA._

} Another obJBctLVe contrxbut1ng t0o more aff1cxent 3ra1n mar—-
keting was to “gu=rantee revolving funds for up to 200 functioning
- GM or cooperatlves to enable them to make cash purchases of gra1n _ L
‘and maintaln village level grain reserves" _ _ ﬁ - T? -

The APS/CLUSA pro:ect has been nhighly successful in-tnaihing.
-cooperat1ve members and help then organize themselves to.d@Sign@
“£inance through guaranteed commercial bank lcans, and carry, out a
variety of profitable- coonomic aoh;vzules.-However; most cqopera—
-tives have opted for activities considered more profitable*than_ '
primary cereal marketing. This issue is discussed in greater
detail in the "Cooperatlves and Private Sector" cnapter of. thzs

._report. :

The cereal marketing study done under the J01nt Program As—
sessment” suggested that graln markets in Niger were relatxvely
efficient at handling temporal and spat1a1 arbltrage‘o. Still,
they noted that inter-— and intra- —annual prlce fluctuaticons were'
censiderable, and that spatial integration, mcre efficient. ‘on - AR
east—west than north-scouth axes, took place wWith significant mar-. i
-keting margins. - ' e

Temporal marketlng marglns are mostly determlned by the o
respective storage and capital immobilization costs of the various | .| ...
economic operators involved (farmers, traders, OPVN}). For tradars,'"

- they also include the risk of having agents of the state take over 3
:the;r stocks at an arbltrary price in times of acuta shortages.

$pat1al marketing margins are determlned by transport infras—: E
‘rTructure and COsSIsS:. degree of competition and economic aff;czency bl
in trade, circulation of informaticn on prices and costs, and @ oMY
_administratlve or leglslatlve obstacles to movements of goods. o )

_ Since 198% people nave been relatively free to engage in R
cereal marketing and storage. the removal: of lagal off1c1al prlcesi'""
‘and state monopolies being the major reascn for this. The fact '
that. out of the last three campaigns tWwo were good and one! pass—
able certalnly eased the situation. Most pecple who have exten—
sively traveled and traded within Niger over the past few years
" report that it has become easier to do sO. However., movement oOf .
grains and of other basic goods, remain subject to strict oontrol.,_.,_

- In nis'January 1988 report**, pDavid Wilcock explains in detail thei
~extent of centrols by the police, Gendarmerie, Garde Republicaine e
ang customs officials. He provides estlmates of costs due o thesei"

controls. Some, like "unoffzclal taxes" are direct transfers. from

one segment of the economy to the othar. Qther oosts are daad~ .

welght losses; they l1hclude time wasted and. losses. in produce due-'
) to controlss and possibly concentration of market power into: tne
; hands of cperators better ‘organized to "“deal with the system

‘g9 Joint Program: Assessment of Grain Markatxng in nger. Ellxot
Berg and Associates, December 1383.

.10 Tenporal arbitrage tends to equalize prices over time through

. storage and deferred sales, while spatial arbltrage tends {to! Th e
reduce differences betwaen po;nts to mlnlmum transport and market—?fT
ing costs.
11 "Study of Constraints to Increased Exports of Agropastoral
Products in Niger" Dav1d Wilcocks DAL, Jan. lg88.




11

POLICY REFORM AREA: CEREALS MARKETING

The statistical analysis presented below tests whether there
were gains in grain marketing efficiency due to ease of restrzc—
tlons. . .

Inter— and intra-annual price fluctuations of grain pricas.:
expressed in constant terms have been analyzed in deta11 on the-
_basis of monthly data for the 1970~1986 period*=, :

Inter—unnual ‘fluctuations were very large compared to the.  -f_!
variabpility of domestic production. {in constant population terms)s
with.a perioa average of 32.5 CFA/Kg and a standard deviation of
B 6.

xntra—annual fluctuations are also significant., but even
there, the direction of price change over the vear- is far from
-being constant. If we take the April 1 - September 30 as a refer- i i
ence "soudure" period, it turns out that prices do not follow & __ ?_.-
simple, systematic pattern year after year. From 1970 through. N
13887, the number of years When prices fell during that time is -
. equal to the number cf years when prices rose. .

Althcugn inter—annual fluctuetxons have veen dampened 51nce i
1985, this latter period is much toc short to establish a. trends.

. ‘or draw conclusiens on the possible determinants of this short-
term stability. Grapns 1 and Z show the menthly evolution of mil-
let prices in Dossco, Maradi. Niamey, Tahoua and Zinder for both
periods. ' -

opatlal marketlng marglns and 1ntegr=txon nave ‘also been ana—-
_1yzed in detail, for the 1982-1987 period?*>, Cerelatlon analysis: ]
of free market retail prices in Dosso, Maradi, Nismey and zinder
show a good spatlal integration, coefficients of determinat: o

being.

o posso MARADI ~ NIAMEY  £1&0£3
 DOSSO N : o ' :
MARADT  0.713 - 1
NIAMEY = 0.749 ' ¢§629 1

ZINDER = 0.684 0.893 o.sza - 1

" A comparison of correlation for the 1982/85 (n=32) and%fne:
1985/April 1988 (n=30) periods, seasconally matched, does not show
any significant difference. ' R SR

12 "Analyse de l'Evolution a Moyen-terme des Cours Céréaliers au L
Niger et de leur Variabilite par Rapport aux-Niveaux'de'Produc= '
tion". MA/DEPSA, November 1987. - : -
"13 "Les Prix comme Indicateurs de 1'Etat et du Fonctionnement des
Marchés Céréaliers au Niger'". MA/DEPSA, December 1986.
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) The absolute and relative sizes of marxetlng marglns between
‘zinder and Niamey for the 1982/8% and the 1985/Apr11 1986 perlods
" (see Graph 3) suggests a siight decrease: .

_Average ) St. beviation
(CFA/KE)
1982/85 - 27.3 . _ 4.8 n=3z

1ves/88 - 25.9 E ©17.3 n=30

Howaver, this decrease is not statistically significaﬂt%?,_-“
b) Collectlon/dlffu31on of market prices

Market prlce collectzon for basic foodstuffs has baen 801ﬂ8
on in Niger for many years. the government having 1long ago. recog—
nized the importance of monltorlng closaly such key 1ndlcators.'~
Monthly averages for cereal prices in. Nlamey for 1nstance date
back at least to'the 19680s. :

Cereal prices nave been collected over time by a varlety of

.. sources. In Niamey, the Ministry of Plan has been monitoring them
‘to determine the consumer price index. The Ministry of Commeroe s
Direction du Contréle des FPrix also follows them (although lESS:

: systematically. and for official use onlyjl. In the 1nterzor,

T ecereal . PrlCES are co¢llected by Mlnlstry of Agriculture- agents. by

the Genddrmerle, and by OPVN's fieid agents. The Ministry of Agrx*é"' B

culture data have tradltlonully been spottler and less timely.

. figures from OPVN agents belng more regularly and promptly CoOmmu—.
nicated to Niamey. The Gendarmerie,: relying on the Interior Min-
istry radic network can report prices very quickly, but. the1r'  '
reliability is questionable. Each group uses their own survey and
'eampllng methods., visit different markets, at different i rervals.,
etc. which naturally makes comparison and checking of oata qulte

'“ﬁ-difficult.

Mlnlstry of Plan data have oeen avallable in. thelr monthly

_and quarterly statistical bulletins, Ministry of Agriculture: datac?

have been available in annual statistical Teports: Gendarmerle:_
_prices were communicated -to OPVN, and OPVN issued a stocks and.
: prlces oulletzn at. vary;ng intervals. )

Over time (sznce the .early 1980s) the evolution of céreilj;fﬁ

'prlce data oollectlon and diffusion has been as follows.

- Minlstry of Plan. Ministry of Agriculture, and Gerni—
; .darmerle gdata collection and dlffu31on remained relatlvely
T constant..

- anough l984 and part of 1985 OPVN 1ssued monthly stocksx
‘and price bulletlns based on . their own as well as on Gen—

darmerie price data. In the summer of 1985 'a consultant
financed under the German reserve Stock project helped:

improve survey methods. and report preparation. Monthly_ﬁ"}  3f

bulletins came out regularly until the fall of 1985; price
and stock data.were partly processed on. computer equlpment
available at OPVN. . :

i4 The point estimator cf the difference’ between the two means""
(l 4) is less than onhe standard deviation. of lyl yg)
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-~ In the fall of 1985. OPVN respeonded to World Bank pres— -
sure for budget cuts by laying off low—-level laborers. re—
ducing the number of its rural buying centers by a factor

of about $, and decr6351ng allowances for communications
{telex and teiephones). We believe financial benefits from'f_
these "savings' were much smaller than their economic . '

. costse. QPVN bulletins disappeared for several monthe in:
late 1985, and reappeared later as quarterly bulletlns.g- S L
Part of the bulletins data presentation (maps, graphs) was Sl
provided under an informal exchange arrangement’ with- the. B
FEWS project researcher at the Ministry of Health.

- In the fall of 1987 the FAOC provided OPVN with technical
assistance to upgrade cereal price data collection and pub-
lication. Although the extent of such technical assistance .
is limited, OPVN has been publishing montnly bulletins .=
since January 1988. Such bulletins are, howevers dis—.
tributed only te official agencies in Niamey.

- In the spring of 1987 the Ministry of Agriculture started
‘publishing & summary situation report*® gvery two weekshgr_}-
8C 1O present quickly”and éoncisely 10 daecision makers up'

to date information on crop status. rainfall, official -
stockss cereal prices, etc. This report goes to the Prine
Minister's office, the Minister of Agriculture. OPVN. the
Ministry of Commerce, RINI, and various donor agencies . =
(AID, FED, CCCE, PAM). : C

- Alsco in the spring of 1987 ONAHA's monitoring unit
started following paddy prices on small rural markets
iocated along the Niger river. It is not known How long': )
this survey will last, and distribution of results 1s.qu;te.
limited. ' o ce R

~ RINI has recently started collecting market prices for .
domestic and imported milled r1ce, these data are not yet s
widely available. : o N . : AR o

‘What conclusions can we draw from the last faw years' experi—_.

‘Although GON agericies appear interested in obtaining. pfi¢é¢*-fﬁ

“information, they have not taken the initiative in 1mprov1ng or .
distributing it more widely. On the contrary, donor agenc1es are

. eager "consumers'"' of such data, and support most collactzon
efforts. ' ' '

) _ sStill., prlce data collection and dlstrlbutlon remaln 11m-
cited. It circuiates within a rather small network. and v1rtually _
none leaves the Niamey city limits. S RN RN |

_ No sucn 1nformatlon has been broadcast on the radio (as is
currently the case in Senegal); althougn some members of the ad- -
ministration are in favor of such broadcasts, many remain firmly
‘opposed or think it Wwould have no useful impact.

15 Bulletins de Suivl Agro-Alimentaire. - R . -':2i{}'
. . B 1
s
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I11. ASbEa&MENT oF POLlCY REFDRM IMPALT
'Wlth respect to antlcxpated program penaefits from polxcy reforms
Jin grain marxetlng. we quote from the grant agreement' .

...The pollcy changes are also expected to contrlbute to§
the reduction of the costs of managlng the country's food
reserves and to- 1ncrease farmer lncomes and axport ) :

earnings from agricultural producticn.”

g.'macrgegonomic impact

The removal of OIflCldl prlces can only have nad a pos:t;ve
_economlc 1mpact throush galns 1in market afficiency: howevar. 1t
cannot pe precisely quantified at tnxs time. :

: o The 1mpact of removing cfficial prices upon the nat1onal bud-_'
é : : ;. met was - posxtlvev'nowever, the extent to which current practlces
;' : S represent &n -improvement over <ld ones depends less on the offl—'
? - : . cial policy as such than on the date and locations of OPVN pur— ;
' chases. : -

The economic. value of an improvement in 1nformatxon is- d1f£1—5 P
cult to assess. However, we feel the collection/diffusion of graln,*}'
market prices nhad a positive impact to the extent that decision . By
makers may now be better informed ©otf market mechanisms, evolution &
"of prices, and possible lmpact of various policy options. The. tact‘g'
that detailed information 1s more readily available has hign—‘
lignted - the weakness of certain policies. Demand for. sucn lnforma-r
tion by denor agencies, especlally the ones involved in food aid.’ ' _
is 'so strong that current market data collectlon and dlftUSlon af- - n
forts must nave a po$1t1ve 1mp¢ct. : .

As we noted above, budgetary impact from remov;ng cffxc1al
prices and carrying out tender and bid grain purchases has been _ .
very slight. It is partly because the government uses very lxttle--ﬁ'”
©of its own money o manage the national secur;ty stock._ S

o . ”. The typical pattern rather consists of buying cereals wlth
' " ‘foreign funds, storing the grain and reselling 1t later at a -
nigner price. Upon sale, the proceeds: minus some fixed trans-- .
portation and/or handlxng expense per ton, are rplaced lnto a coun—--
terpart fund. : : :

I Here's an illustrative example. Suppose the govérnment’wishés”

i . R to buy 20,000 ‘tons of millet for its security stock. w1th,donor

: ' ‘funds. We consider two possible cases. In case one millet is '
bought at an average &80 CFA/Kg for & total cost of 1.6 billion -

; : - CFA. In case two mlllet ig bought at an average 6S CFA/Kg for .al

f o . total cost of 1.3 billion CFa. o Bl

|

_ : After several montns 20 OOU tons are sold for an average 110
i B : CFA/Kg (2.2 pililon CFA) and the proceeds, minus OPVN cnurggs,,are
' o deposited into a counterpart fund. Obviously. the main determi- .
nants ©of the amount deposited are the sale price and the OFVN
"charge. The purchase price does matter to the donor (300 million
CFa dlﬁterencej but thne governmen* nas noe strong incentive tO mln—
imize it. On the uontrary, a nigher purchase price allows the
sState Or the public service to extend political patrcnage. Fur-
thermore, tne government ‘has every incentive to maximize counter“
part fund proceeds (Withoutl raising consumer prices) by under-—
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charglng for OPVN serv1ces. and letting the QOffice accumuiatéi_*'
,debts. o : : o

The exiperience of the last few years suggests tnat the'

' donor's attitude wWith respect 1o rigor in execution is alil- 1mpor-

tant. The dlfference between the November 1985 and February 1986
purchases is a case in p01nt. :

3, Net Effect by Main Group
-1. H;gherulncome rurdl households

To assess thls ldeth we first define the relevant dlffér-
ences betWween these and loWwer-incone rural households. One ©f . the
major differences 1 tne =1Ze of the food Stock, and the dlverSLty'
‘and level ot alternative sources of income. More successful house—. -
‘nolds are less pressed Ry monetary needs at harvest time. Tney areﬂ_
therefore better able 1O maximlize the utility they derive from ce-
real production either by sSelling at more profitatle times, by )
waiting for off1c1al DUying campaigns,. or simply by not hav1ng tc
- purchase cereals later con in the vear.

] TOo understand the impact of Offlcldl purcheses on varxous'_
Eroeups, one must recognize that Iin recent years, grain bought: by
OPVN has simply been snitted from traders’ warehouses 1o state -
silos. An immediate protlt was made by the arbitragers 1nvolved
T {large wholesalers)., who could then use the money either to re—

" plenish the portion of their stocks sold to the government, or
invest into some other economic activity. To the extent that they

did repilenish their grain stocks?*, aggregate. demand was in- . v

creased, and there was a resulting rise in grain prices, which'po—.-

tentiglly bernefitted anvyone §till holding Zrain stocks after the

OPVN~ lnterventlon.

The amount of intra-annual storage done_by'larger rural
‘households 1s thought to be szgnlflcant. In a good year (e.g.: s
1985/86) the gross surplus from farmers' point of view (productlon;
- minus annual consumption, minus seed and partlal stock reconstitu-'
tion) may reach 5S00.0Uw tons of cereals.

. This constitutes potentxally marketable surplus. Part cf°thisVI
surplus is marketed at harvest time to meet pressing cash require—.
ments. A small proportxon of 1t is sold right away: but the re- B
mainder constltutes traders snort,_medium or - long-term stocks for o
'the ‘year, ' = e

Most of the cereal sSurplus not marketed at harvest time is
neld by large rural households. who will be selling some graih
over time durlng the year and Keeping the remainder for the

'following year's consumption or sales. The rate ot marketing over-'
_the year depends very much on the evolution of market pr;ces._-
CPVYN's annual stock rotation requirements are at most 40.000 tons,
and grain tracers' storage capacity is limited beoth by physxcal_
space and capital requirements. -Our rough estimate is that traders
"can make at harvest time an investment of at most 150.000 tons -
{representing a considerable lnvestment. about 8 Pbtillion CFA).
This means that in a gocod yvear rural households may be holdxng up

. 16 The extent to which tney did is open to'duestion._since tﬁey
must have expected OPVN 1o put grain back on the market 1ater,
_thereby depre551ng prices and the market value of stocks stlll
held by traders. :




:be sizeable.
households, the very fact that OPVMN is buying grain is more; rele-

‘grain-storing housenolds benefit from the price increase due TO

~variable. not the OPVN price. Reducing OPVN purchase pr;ces did

- 2. Lower income rural household5'

‘and had often sold al. avallable surplus before tne official pur-
chase seuson.

“fo the rural househncld, and there is for the. moment little - hard

.3, Large traders

of u31ng a tenders and bids system on large wholesalers Has mixed.
Coampared o a classic ocfficial prices situation. both- the number

- groups does not offset losses in economic efflcxency due to in-
creased market powar conoentratlon._

‘4. Small traders

.the d1££erence petween OtﬁlClal prices and retail 1evels).;

‘traders. Although OFVN was willing to accept bids for relativelyf'""

17 See for example "La Commerc1allsat1on Prlmalre par les Coopera-l_f
tives". Op.cit. 1988, 4
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to ‘300.CU0 toris of potentldlly marketable cereals. The impact of
policy changes on the econemic value of such stocks can therefore

It is 1mportant to recognize that to graxn—storlng rural

vant than the official purchase price, since OPVN tends to buy
from Wwholesalers anyway. Wholesalers capture immediate rent, while

the s8hift in denand, to them the quantlty bought is the crucial

diminish wholesa;ers rents, but it had almost no impact on other I
grain holders, because the purchase prloe no longer determlnes +he
amount OPVN can aftord to Buy.

The liberalization ©f grain marketls: is expected to have had a ;.
positive 1mpact: on graln-storing households, however, to- date this o
impact has been very slight. . !

:"

These are the households unlcn sell most of their graln sur"
plus at harvest time, or even have to purchase additiconal graln
‘later in the year. Here too, removal of official prices nad a
slignht direct impact; the policy had little effect ' on them iin the
first place’ s;nce they had limited access to OPVN puving agents.3

Grain trade ilberailzatxon effects take time to fllter down

ev1dence of improvement*’

The=1mpact from the removal of official producer prlces and’

of benefitting wholesalers and total rent accruing ‘to them dimin-
isned. In the 1985/86 example. their loss was about 110.5 m;lllons'
CFA. However, the smaller total rent wWas distributed under the ‘hew
system among a smaller number of wholesalers. s¢ that indxvxdual :
rents captured may in fact have been greater than before. Glob--
ally, the new situation is llkeiy to be Pareto-inferior o tne
former one, because the decrease in transfers among eoonomlc

' To tne extent that ‘small rural traders used to have access to ,*‘
COPVN direct purchases at officlal prices, the removal of offxcxal
prices has meant a definite loss in rent (equal per unit sold ro

The tender ana bids System had no positive lmpact on small

S
ol
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shall gquantities in 1987/88 (150 tons minimum), they have not been
cable tg maet requ1rements. and, as we saw above:r large wnolésalers'
tended zo strengthen thelr market position. Small traders merely :
continus te act as short term arbztragers. and " supplxers to graln

wholesalers¢

Howevar. grain market llberallzatxon has been favorable to
small traders as a group:s by reducing transaction costs.

5. Urban consumers

The removal of cfficial’ farmgate prices and the tendar and
‘bids approach had very little impact on grain prices pald by urban
consumers. Here toc, the maln reason is that the impact of OPYN - e
grain purchases on market prices is determined by the—quantxty.:-.'
bought {(sShift in demand) rather than by the price pazd of course,
the price pald used. to determine the amount-  CPVN could purchase
Wwith a fixed pbudget: but this situation no longer pertains. the
amount is limlted through &sgreements with tne World Bank, anc pur4' 5F*
chases are mostly donor flnanceq ‘ . S

: _ The fact that officlal consumer (ceiling) prices are no -

i ' h ~ longer set does not matter much eitner. As we explained before, 4
' : the government retains in any case the option .of distributing. ce— Tl
reals freely to some groups. or on the basis of a tlxed quantity
allotment to others. _ . _ T . ..J_'“gi'

- Here too, the llberalxzatlon of  grain markets can only have aj~{
positive impact, but it is a itonger term benpefit. .. S RSN T




.V._CONCLUSIONS
. grain purchases. However, for a variety of reasons difficult to
to 1nt1n1te51mal over the brief tlme span conszdered.

jtual policy implementation was naturally the majcr determinant. -

" jectives (e.g. Strategies to fund political patronage or to. opt1- "

1n the case of OPVN tenders and bids.

be amenable to improvement only To the extent that donors flnanc—-"”

and reliable knculedge of, and adherence, to prevailing manket N
‘prices. ' : :
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) ASDG pollcy raforms in 3ra1n marketing were'undoubtedlﬁ wall
chosen, and all but cone of them had positive effects on the econ*
omy in general, the exceptlon being the tender and bids system for

foresea at the de51gn stage. p031t1ve effects ranged from modast'

Qf ail factors directly related to policy reform impacf.”acf

Policy jmplementation revealed a highly rational pattern of na—. - - ;=~
tlonal response to specific short-tern incentives or polltlcal ob—:

mize counterpart tund deposits}. When suc' incentives were. ‘suffi-.
cxently strong. they overwnelmed the more general ASDG crxenta-.'
tions. ;

: Polxcy raform experience in graxn marketing demonstrates that‘§3
actual implementatiocn, while meeting the letter of an agreement, i
can create, at least 1n the short-run, a sizeable gap between in- .
tended effects and actuail impact, both in the aggregate and dis- .
tributional senses. : _ _ - : B Lo

implementation was relatively straignhtforward thn respsct to‘"
official prices, timid with respect to market 11berallzatlons col—
‘lectien/diffusion of market prices, and clearly counterproductlve

Althcugh we agree with ASDG deszgners thut OPVN stocks should
be kept to a manageable size, the reductiocn of OPVN grain. reserves
should opbviousiy not be perceived as an euﬂ in itself. Placing '
limits on grain to be bought by OPVN may have been percelved by
the World Bank as the most practical cost- containment stratesgy: PRt
but it certainly is not an efficient one. The Qffice may outﬁardl?’f
respect the 1etter ‘of the agreement, but improvement is slzght as '
long as smaller amounts of grain are bought at hlgher prlces.

_ As implemented, the tender and bids-system has had a_nsgative :
impact on the economy. Furthermore, the tender and bids system'ma?;'

ing grain purchases under this system are willing and able to mod—:
1Ey current practlces. )

As long as the prlnc1ple of removing official prlces 1s ac-" i
cepted: one may consider couplementing it by direct OPVN. purchase31'
at prevailing market prices. The ASDG experience has amply demon-—
strated that any pollcy or approach is only as good as the manner

in which it is carried cut. However,. the advantage: of direét'purf'-j_}"'

chases is that they don't requlire sellers to pass through a sieve
‘of eligibility. The most stringent requlrement is an lndependent

e

. (K@h_




“GRAPH 1 RO
Momthly-'Mil'lét_ Prices .
May ‘382 — Sept. 1985
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| GRAPH 2
Morithly Millet Prices
Sept. 1985~April 13388
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1. DESCRIPTION OF THE POLICY RATIONALE

“constraints to efficient input use in Niger were closely related
‘to subsidies. Inappropriate implement design., credit constraints

-investmentss including agrlculture).'hmounts grew rapidly from.

’ deter 10!‘8 ted -

' salaries, administrative and warehousing costs for the CA and farm

POLICY REFORM AREA: AGRICULTURAL INPUTS

ASDG designers considered that most macro and mxcro—economxc o

and a-limited role for the pr1Vete sector were also stressed.

- The overall goal and purpose were to:

“"Reorient the agricultural input suppiy subsidy policy!
and restructure the official input supply agency in
order te make more agr1cultural inputs available to

' farmers at prices which reflect reail economlc beneflts
tc the agrxculture sector™

&;JBE$Q§E§

The original statement of problems related to subsxdy—lnduced
constraints and inefficient input allocatlon were expressed as’
follows: - : . : :

. - subsidies are fixed 1mp11c1tly rather than
expllcitly,

— subsidy and 1nput przce setting methods astuallyr
reduce tne number of 1nputs available to farmers,

- subsidies on agrlcultural 1nputs promote 1nef£1clent
use ©f scarce resources. e

Subsxdles on 1nputs nandled by the CA took the follow:
forms: :

- Direct appropriations from FNI and CSPPN (FNI subsidies set -
aside for the CA used to compete directly with other types of

1974 through 1980, but leveled off as the_bquetary_s;tuatipn-‘

ggg__igugglmlingmgi c Qgtt to thg ¢a. In addltion to casn Sy
purcnases. the CA bought inputs.with a CHNCA line of credit.: When

for a cooperative IOU, which they turned over to the CNCA for
discounting since the CA had no revolvxng fund allowlng deferred .
payments by clients. : .

Since tne CA sold inputs ‘at ¢ost' they had no'wey to;cdver _.ﬁi{;;]
cperating expenses other than through indirect subsidies prov1ded"

by the state in the form of certain personnel’ salarles. They -
therefore started using the CNCA input purchese line of. credlt to
sclve operating casn flow problems.

-

‘the CA sold inputs on a cash basis. it simply traded inventory for. .
cash. In the case of sales on credit, the CA substituted inventory. |

In a simplified way. the CNCA therefore extended (i) an 1nput

purchase line of credit to the CA, (ii) short-tern operatlng e I

expense credit to the CA, and (i1ii) longer—-term credit to _
cooperatives,; to be collected and channeled back 1o CNCA via:the

UNCC, _ : . S O

In addition, subsidies were extended through éi#il se#vice
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implement'workshops. and through the CA's preference for local
Llnputs ovar less costly imports. :

_ - The question of subsidies was, and remains, so central-tnat e
it requires further and elaboration. S S Sy

Globally: the input'system did not cover costs. The eestsiof'
_purchase or manufacture. handiing. storage. transportationiand
credit were definitely much greater than receipts from end: users.
The difference between costs and receipts constltuted global
subsiay to tne inpuzt purchase manufacturing~storage—dlstribution
complex. -

To illustrate the situation with a practical'example,?;et'us[;;
ctake fertilizer, where the entire purchase, sStorage and o i
‘"distribution costs for 10.000 tons represent 900 millions CFA._IE"
this fertilizer is s0ld for 60 CFA/Kg the global sub31dy is 300
millions, or 30 CFA/Kg.

To tne extent tnat the state can only afford to prov1de the
‘extra 300 millions CFA*, official supply is effectively limited to
10.000 tons. This may represent a loss t¢ the economy., especially :
S to farmers, if more than 10.000 tons could have been ecdnomically ?_
used. . o i . o i

To the extent that 10.000 tons of fertilizer provide . t
additional production worth more than 600 millions (otherwise - e
farpers would not use it) but less than 900 millions, there is a i
net 1088 t© the economy due to inefficient resource. allocatlon._ ’

To the extent that the global subsxdy is decreased througn
user price increases (reducing direct subsidies) rather than by’
gains in efficiency in purchase; storage: ‘and transportat1on
(reducing indirect subsidies} the decrease in global subsidy is d
achieved mostly through a transfer from farmers to the rest of tne
economy. The same negative impact on producers is felt if the !.
supply constraint is relaxed through user cost lncreases rather
than gains in system efficxency._ ) : !

In the ASDG case key issues are:

-~ did this subsidy place a limit on the’ amount of ' ?' "=' o
inputs the state can afford te handle (supply o oo i
constraint); o L :

- did the'Subsidy element transiate into a difference
" petween the price and cost of the resource Iesdlng to
1neffic1encxes in uses

- who.actually paid for the element of subsiqy.

. B. Seolutions

Prescriptlcns to improve the agricultural input. sztuatlon S
included gradual removal of subsidies. improvement in input_.
suitab;llty. and increased reliance on the private sector and
cooperatives. They did not involve input- specific:pollcy_actionS'

'1 Actually, the subsidy was only partly in cash., the rest being P
accrued interest bearing debts to the CNCA, so that the subsidy o
. would grow cover time regardless cf other factors. o L PR
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instance). They comprlsed the folleowing:

. A. Conditions Precedent

project at Ndounga, cooperative seed multlpllcatlon.

POLICY REFORM AREA: AGRICULTURAL INFPUTS

(fertilizer vs. implements, VvS. crop protection chemlcals. for"

(a) increase the. overall avallabillty and use: of.
xmproved agriculture inputs by adjusting prxces and -
subsidies in a way that increases aggregate T
'agricultural growth and production in Niger and fully
reflects production and procurement cCOosSts; S

'(b) Improve the respon51veness of producers and.
suppliers of inputs to the needs of farmers; in .
particular, encourage tecnnological adaptation and the-
provision of better quality and lower cast inputs; :

(c) Minimize the drain on the government of Niger's
investment and operating budgets by shifting the cost'
of 1nput productlon and supply to the private sector .
to tne extent fea51b1e, and S FER ,ﬂ SORRSI 9%

(d) Promote the role and importance of cocperatives :
and groupements mutualistes in supplying inputs to _;-_'. .
farmers. . S o

‘He wish to emphasize here ‘that ASDG designers feit tnat :
necessary efficiency gains in the input purchase—delivery system

' ‘would occur partly through better design of implements and a snift%*

of input production and supply to the private sector. This: was not

- to be accomplished. dlrectly through ASDG policy reforms, but T 1

through the related Agricultural Production Support and Niamey : j;'L'

Department Rural Development projects®, : : S .s,:ti..ms{

II. POLICY REFORM EXFERIENCE

In the orlglnal grant agreement and its’ subsequent '

" amendmentss the four broad policy reform prescriptions listed" 1n
. . the above section were expressed tnrough the folloaing condxtions _
tprecedent. - : _ . . i cu

_ Reduce over successive trancnes the average level of o
subsidy on agricultural inputs from a maximum ot 502 v
‘to 15% of the delivered cost ©f the lnputs,

- Take~appropr1ate actlon to make the CA move closer . A o
. to being an autohomous cooperatively owned entityy, and . i 00
'ensure the existence of competition between the CA and = . .

private traders by not granting the CA a. monopoly.'de? ' N

jure or de facto, in the supply of inputs. - :

In agdition. to the list of'conditions precedent"for eachfﬁ

‘tranche, Annex A ©f the original grant agreement provided

implementation indicators and criteria for main program objectlvesi;fh"
over time. In terms of inputs, : : : :

- Tranche 1: "A new method for the setting of subsidies:
Als'adopted The amount of subsidy is szspecific to each .
type of input rather than being a global approprlatlon :
to an input manufacture or supply qgency. ) R

2 Management studies and technical assistance to the ca,
Management study of the ateliers, animal traction prctotype_ &
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Tranche 2: no elaboration on the CPs.

Tranche 3: no elaboration on the CPs.

Tranche 4: "There.is continued progress in the -
privatization of input delivery systems.”

It is important to note here the considerable gap: in scope
and level of detail:. between policy refors orxentations prescrlbed'
in the PAAD and conditions precedent contained in the grant b
agreenent. thch laid the bas1s for trancne evaluat1ons.-,_'-.; C

1. Input subsidies and pricing

The evolutlon over time of officilial retail prlces for
_.agricultural 1nputs ‘is presented in Table 1, on the following
page.

Fertilizer:

In tne first place. the selection of a proper shadow price
and the estimation of direct subsidies on fertilizer were complex.
We agree w;th the PAAD authors that the world market price. of
fertilizer would not be the best reference. We consider that in
‘"the short-term the full delivered cost of fertilizer 1mported from
.Nigeria represented the best measure of domestic resources: :

- foregone and foreign exchange cutlays through the use of ;
.fertilizer in Niger®, The estimate was further biased by the: need
‘to figure subsidies on the basis. of CA dellverles rather than on
- the b331s of actual fertilizer sales and use.

Aside from methodologiC4l Problems,s the overall context was. C
' redefined by major changes in the GON's fertilizer procurement and | 7
”subsidy policy. The collapse of the national input delivery/credit;
S complex (UNCC and CNCA), continued budget strain, and a S [
particularly bad agricultural year, 1984, contributed to. thlS

51gn1ficant switch from: purchased to donor-supplied fertxllzer. B
Thus, by 1986 over 90 percent of fertilizer handled by the CA oamej
from various donors.

*n1s SHltCh to donor—t1nanced supplles of fertxllzer prov1ded"'
budget relief, shifted the responsibility for subsidies from. GON

‘sudden -change in supply conditions trom Nigeria (re- evaluation of
the nalra or removal of Nigerian suosxdles on fertlllzer)-:

_ Using the dellvered cost of fertilizer imported from Nigerle
by the przvate sector as a shadow price for Ca supplies;:. the
-dlrect subsidy on officially distributed fertillzer was kept
within the bounds of tne grant agreement.

Other inputs: ' S . o {f! EREIEE

rable 2 on the following page shows tne evolutlon of off1c131i;
delzver;es of agricultural inputs from 1978 through 198o..3- R

:BZTnis was seen as adequate in the short-term only. since it'did'
not integrate the mediun-term risk of ‘having Nigerian fertilizer
supplies dry up suddenly for some exogenous reascn.
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EVOLUTION OF RETAIL PRICES, MAIN AGRICULTURAL INPUTS, 1978-1967
1978 1979 1980 1381 1982 1963 1984 . 1985 196
- Batl.de base _ 4000 4,000 4000 6,000 6,300 8,455 11,000 11,000 18,335
Charrue 10" T 4,000 4:000 4,000 000 6:715 9015 11,700 11,700 . 19,335
Charrus 6" 0 .0 0 6000 6,715 %015 11,700 11,700 (9,335 -
Canadien S dents 4,000 4,000 4,000 6:000 9,180 12,320 IS.NO 16,000 26:418
Canadien 2 dents 3000 3,000 3,000 4,500  6.835 7,565 9,800 (9:800  16:228
- Butteur 2,500 2,500 2,50 3,750 3,75 150 6150 6620 10,667
y Jeur lames'Ss - . 2,500 2,500 2,500 3,750 TS0 480 6,620 6,050 9,46
© Houes asines 8,000 8,000 8,000 12,000 12,665 12.665 14,000 14,000 2.662
Sesoir sonorang 12,000 = 12,000 12,000 27,200 26,240 30,760 38,500 38,500 67,034
Charrettes bovines 45,000 45,000 65,000 © 77,500 87,500 87,500 89,500 87,500 ' 94,733

Crarrettes asines - 28,000 28,000 45,000 65,400 73,200  73.200 76,800 73,200 - 80,007

FIRTILIZER: (CPA/Ton) : . 2 : R
Uree : : 35,000 35,000 35,000 50,000  $0,000 50,000 . 60,000 60,000 65,000

15-1515 0,000 30,000 0,00 45000 45,000 45,000 520000 60,000 65,000
Super Phos. siaple 20,000 20,000 20,000 35,000 35,000 40,000 45,000 - 45,000 . ﬁ-m
. Super Phos. Triple . B o e 70,000 70,000 - 75,000
. Phosphate Tahoua 25,000 28,000 28,000 28,000 28,000 28,000 35,000 . 35,000

W2-12 ' _ S - ' 60,000 65,000

NOTT: For the last two years, fars 'aquipunt vas actually sald through _ _ ) R T R
the “vente prosctionnelle™ at prices much below levels shown here, S T P
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A presidential announcement was made in .the summer of 1985 to:
-the effect that =subsidies on agricultural inputs ware. removed:
except on fertilizer and on large—scale livestock vaccination and
erop protection campalgns. .

In addition, tne dlsbandlng of the UNCC enabled some ;.
administrative decentralization of the input manufacturing and
delivery system {(CA/workshops/DPV). ;

1n the case of farm inplements., however, the removal ot
direct user subsidies was ineffectual. Virtually all-: 1mplements
- purchased since late 1985 have been sold through the "vente:
promotionnelle” at prices ranging from 64% to 264 of workshop
cost®. This sale was supposed to take place over the 1986/87
agricultural campaign, allow workshops to get rid of costlyf S
inventeries, and rapidly raise part of the capltal requlred for g
-tnexr reorgunlzatzon. : i

By December 1987, only 367 of the inventory value had been . _
sold, and of the net sales proceeds, only 2Z3% had been placed 1nto
a treasury account which could be used to flnance thelworkshops
reorganization.

" For crop protection chemicals: much the same approach has
used as for fertilizZer. Chemicals and spraying equipmrent are now. I
mostly supplied by donors. Budgetary strain and supply constralnt.'*“'
Probliems are thus momentarily rescived,; and the rescurce. : .'
‘efficiency lssue does not arise in the case of 1arge—scale crcp
protectlon.

In the case of cotton, there has been no decrease in the 1002 BT A
direct sub51dy on Ccrop protection chemlcals. Up to 1986 the: CA'_
purchased chemicals on a tender and bids system; in 1985 the cost
of GON subsidy on fung1c1des and insecticides amounted to 142
‘millions FCFA, 94% of which was for cotton insecticides®) “In 1937
crop protection activities were transferred to a spec1alizedpﬂ
donor—-supported agency ©f the Ministry of Agriculture. )

However, the 1988 decision to set cotton producer prices.
closer to levels prevailing in neighboring countries (and on the .
world market) will certainly have a positive impact on the | . _W;_T:JF
allocation of cnemicals as a scarce resource. oot

_2 Respons1veness of 1nput suppllers

According to the PAAD. the procurement or manufacture of mora._,
appropriate agricultural 1nputs was to lead both to a reductlon in 1
indirect subsidies. and to more efficient resource allocatlon. '

For fertilizer and crop protect1on chiemicals, the effect of_
an increased donor . dependence on responsiveness to the needs of - b
users is not known. For fertilizer, the gain in market share_  5 S
achieved by the prxvate sector may have resulted in more tlmelv ]
deliveries in response to effective demand. On the other hand,. =

4 For Niamey's AFMA the sale prlces as percentage of workshop ‘cost |
were: weeder 26%, plow %1%, multi-use towbar 41%. sprayer SDZ."
cart 60%:s donkey cart 647.

S "A Study on the Costs and Returns to Insectlclde ‘Use on Cotton.
and a Proposal tc Reduce the Insecticxde Subsidy" Ministry of S R
Agrlculture/DEP. May 1988. . R ﬁmifis-

. %j:

i
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Fondy }
© DEMINT/REVISED R HISTORIBUE DE DFMRNDE EN INTPHNTS HGP[CULE’ _
1979/73 “{e7a,80 1930/81 1991,82 . 1982/93 1383/84 1934,85  17935/896 (1)  1986/87 (5)
‘QUANT.ACH  OUANT.ACH- QUANT.ACH  QUANT.ACH . QUANT.ACH  QUANT, RCH CGUANT.ACH  QUANY.ACH AUANT.ACH
Bati de base -3,494 - 3,405 = . 4,500 5,824 . 1,902 ; 3 729 o925 . 1,083 201
Charrue 10 2,060 1,777 4,990 0 - 9,209 915 - 1,030 . 636 - . £39 (D) <123
Charrue LU B e e o0 : L 1 SRR} § SRR 5722- Y - : : .32
Canadien 9 dents B2 463 2,053 2,031 810 E6Hd 211, 467 3 23 B
Carnadien 3 dnnt> o 2,562 1,293 1,233 1,595 £62 . 1,282 244 _ S
Butteur C . f44 431 761 203 . Z60 288 132 ' 253 : 13t
Teux lames 55 : 2,033 E24 o 2,854 - 3,862 0 =g2 . . 1,793 211 e - T
Houss asines : ' 129 . 434 812 477 - 95 193 183 _ Copa S
Semair manorang =T ) 33 .- 457 1,307 - - 425 J 29 ' 3 C I R . 0
Charrettes bovines | . 2,816 3,008 - 3,631 3,953 1,953 {1,503 55 451 (4) ' 315
Charrettes asines 1,686 1,609 2,092 ' h,h54 r} : 743 160 : _ =ty
Jioe Ctonmes)  2lace e 4,093 1,433 2,560 2,726 3,835 2,395 2,071
15-15-1% (tonnes) ' €31 el 1,609 1,772 .1, 404 2,13 2,501 2,232 1,754
Super Phas, sieple (B0 1,027 . 4,313 _ 4,735 _ B, 399 _3,2;85 . 3,823 =30 415 1, =8l
Super Fhos. Triple (& . ES <35 JELTE I £91 . 2293 47 1,594 764 O Es
Phosphate Tahoua () )} N7 32 T EBA 00 1 | 447 11 . 143
14-23-12 ‘tonnes? 25 2% - 37 o 7 ' 1 : 7 _ 1 E 13
FUITAL. ENGPRLES MAJELRS 4,754 © 3,431 11,029 - 13,E456 1,763 3,4HK3 3,245 6, 418 Cs EAD
Forgicides 23gr £43,573 1,693,737 2,715,305 1,272,793 |,eN7,%52 1,874,573 897,642 705,360 729, 6911

e e o o et i m o n m e A oy = 2 o k£t e L g o e 6 o o R S R oyt s onm s S e b e s s s v e e

1) Gearce; "Evalustinm Intertne Yolet Ppprovisiomremsant en lolrants Agricoles, Projet
Appui 3 la ProductionPgricole. Fepublinue du Higer. MHF,PPH 1IeQ. :
() Nhereues 10" et 3 ensemble.
(3) Caradiens 5 2t 3 bnts ensemble.
4) Charretbtes bovirs ek asines ensanble,
8) Source:. "Subvent n Glcbalﬂ aux Intrants nglcolob Pour L3 oz age 1966787,
anuhlique du Nijer. LHC/TA. 1338,
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there have been many complaints about the quality of such .
supplxes. Settllng this issue would requ;re addxtlonal researcn.

'In terms of farming tools.'there has been some responsiveness
‘to the needs of Uusers. especially at the Tahoua workshop, whare .

new products {fencing, gardening tools! have been manufactured. In

addition, experimentation has continued on animal traction
prototypes at Ndouriga. For the majority of farm equxpment,
however, the continuation of the "vente promotxonnelle ‘has
innibited any gains in design. -

3. Inputs production and supply by the private'Sector/coopefatgves

The 1ncrease in fertilizer user prices comblned wlth a deor
exogenous factor (continued devaluation of the naira on the .
parallel market) ‘contributed to gains in fertilizer market: share _
by the private sector. : : =

In addition, measures to help private sector suppllers by
easing fertilizZer import procedures have been taken in the Maradi
department. The Maradl rural Jdevelopment project has also been
promoting cooperative_fertili*er_banks. supplied by private

[

traders. Aside from this particular instance. however. meanlngfuLﬁ-gﬂ :

involvement in input production/supply by cooperatives has been
very limited. ‘Fertilizer and crop protection chemicals are 1ndeed_
stored in the oooperatxve warehouses, but cooperatives a6 net own '’
the warehouses. cannot provide for depreciation or maxntenance:--_
and have ne financial incentive to handle and account'for_ﬂnppts{
or to provide accurate information on requirements®. Given their
current legal, financial and managerial Status; cooperatives in
general will not be able 1o assume input productlon, supply oer
marketing untll quxte some time in the future. Transferring the CA
te the UNC {a state supported and controlled entlty which
suppcosedly sSpeaks on behalf of cooperatives until the time they
are sufficiently organized to do so themselves) can have lLttle"'
significance in tne short or medium term.

Finally, there are several proJects which train and eduip
rural artisans, blacksmiths, cartwrights. “They certalnly spruns up

in response t< the same constralnts ASDG was meani’ to’ address, but o

their connection. Wwith the sector grant is tenuous at best. .

III. ASSESSMENT QF POLICY REFORM IMPACT

‘It is useful to keep in mind the sStatement of ant1c1pated
program benefits, from the grant agreement:

"The pollcy changes relating to subsidies and the :
input supply system should result in more inputs being .
made available to farmers. To the extent that' the use!
of more inputs leads to increased production, the P
policy changes contribute to agricultural production. |
The beneficiaries of these policy changes will be :
farmers whose demand for agricultural inputs the
Centrale d’'Appro-visionnement could rot satcisfy
formerly because it could not deliver the necessary

.greater detail in the chapter deallng specifically with thls area -
of policy reforms.

"6 The role of the private sector and cooperatives is dischésed ihz'

=y
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inputs due to the excessively high subsidy level and

the execution problem inherent in the present inputs
sSupply System. A majority of these beneficiaries are
subsistence farmers in the various produ;tivity' .
project zones of the seven departments. The number of '
farmers who uould benefit from thlS is estzmated at
about S00,000.

A. Macroeconomic Impast
1._Fertilizer

For fert;llzer.-tne primary effect by main group has been
determined mostly by the evolution of relative offlc1a1/parallel _
market prices. Improvements in delivery systems, either tnrough;;lj
vetter management ©f the CA for the public sector or gains in37
private sector eff1c1ency, are alse considered. :

For almost two decades public and private fertilizer systems |

have coexisted and interacted in Niger. Nigeria's considerable
subsidies on fertilizer production:; and its scale of production
and use (1.3 million tons in 1985) have assured it of a large.-3
share of the Nigerien market {(at least 507 of total consumptionB.

-Furthermore, even fertilizer cfficially d;strlbuted by the

Nigerien government was coming mostly from Nigeria up to 1933.
The situation up to 1983 can be summarized as follows:':

The private sector supplied Nigerian fertilizer to far$ers in ¢

southern areas of Niger, where demand was sSéasonal and variable

from year to year, but relatively strong. The private sector alse
supplied the CA which delivered fertilizer o ‘cther areas ot

Niger. The CA price was, even with state subsidies,'never below

the Nigeria free market border price, and it was de facto non
competitive in many southern areas. In fact, the respective
private sector/CA shares of the domestic ferulllzer market were
established by relative prices. Nigerian fertilizer. handled by the

‘private sector penetrated northward from the porder area up . to

points where transport costs brought it up to the CA price level.
With a devaluation of the Naira. or an official increase. in’ CA

prices tnis ‘horizontali line' wouid reach further up: and tne :

private sector share of the market would grow.

The size of the Nigeria fertilizer market is such that: in the
areas where Nigerian fertilizer was lLower priced than the CA's '
product there Was. a virtually infinitely elastic supply, priced
primarily on the basls of transport Costs from the border. The ' -
subsidy-induced input supply constraint invoked in ASDG design'
therefore applied only to areas north of the "Nigerian zone: of"
influence" wnere the CA was the major. suppller.

'After 1984, however, Niger sWwitched from CA purdhases of
Nigerian fertilizer to donor-supplied inputs. This practically
eliminated the need for a CA appropriation: partialiy-sniftéd-the.
responsibility for subsidies to donors. and providéd a measure of

insurance against a possible drastic change in supply. conditions

f£or ngerlan fertilizer.

To the extent that tne reductlon of direct subsxdles Was : not
entirely matched by gains in delivery system efficiencys tney _
resulted-in nxgner user prlces.'tne relatlve prlce advantage ofy. .

. . . - =.""\\f/—"

et W
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i o o B ngerldn fertlllzer increased, anag CA sales were bound to lose L i
! ground. Table 3 on the next page shows the evoiution of offlcxal )
fertilizer use in Niger from 1966 througn 1986.

The following is what we believe happened:

The relative market share of the CA decreased;
and since demand for fertilizer is quite price
‘elastic, total revenue from tertilizer sales fell
{increase in unit price did not make up for decrease
in quantity demanded). The decrease in official
fertilizer sales is therefore partly due a loss of CA
market share and partly to an absolute decrease in
demand ;

Thls loss of geographic market share also meant
that the CA found itself =supplying more marglnal
areas,; which raised its averasge dellvery ccsts per
unit of rfertilizer;

The relative share of the private sector
inereased;

There was no impact on fertilizer users in
sSouthern areas;

There was a loss in'consnmerrsurplus for
fertilizer users in areas 'vacated' by the CA and
taken over by the private sector;

There was a decrease in the subsidy to fertilizer:
_Users in areas where the CA remained the dominant N
supplier. . L R

'Hacroecond-ic and budgetary impact:

A great deal of the economic analysis presented below is;
based on increases in fertilizer prices rélated'toiASDG policy
reforms. Although the general conclusions we arrive at pertain to
all crops, the sizZe of the actual impact depends on changesfin :
relative input/output prices. The following tabls presents the
evolution of official prices since 1982/83 for paddy and. cotton,_

. the only two Ccrops for which there is both. significant fertlllzerf.
use, and & high propcrtlon of offlcially marketed productlon"l':' i

1982 1983 1984 1985 1986 1957L
Paday . 8S 85 90 90 70 71,500
Cotton 120 120 1zo 130 130 . iie

(ist choice)

_ In the context of competition against ngerlan supplles. the -
pudgetary effect was negative because with higher user prices. the.f
CA lost some fertilizer market share. The proceeds from donor—';f,'i
supplled fertilizer were therefors diminished both through reduced'i
sales, and because the CA found itself relegated to ayreas where é-
the. average distribution cost per unit of fertilizer was hlgher :
than it used to be. Furthermore, CA sStocks in areas now taken ovar-i
by the private sector would have to be sold at a loss, ¢or mpved-to 1
“other regions. ' 2 B s
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OFFICIAL CONMSUMPTION O? FERTILIZER QVER TIME

{IN TONS OF FERTILIZING N;,P,K UNITS)

TOTAL

N P20S K20 :

1966/67 120.0 82.0 36.0 238.0 '
1967/68 159.0 20.0 46.0 295.0

1968/69 i51.0 77.0 27.0 255.0 :
1969/7Q ‘207.0 85.0 54.0 346.0
1970/71 .72.0 . 74.0 . 29.0  175.0 . |
1971/72 133.0 - 8z2.0 37.0 252.0 4
1972/73 212.0 .1185.0 76.0 ' 403.0. 4
1973/74% 220.0  100.0 . 70.0 - 390.0 T
. 1974775 80,0 . 63.0 14.0° 157.0. L
1975/76 287.0 290.0 54.0° - 631.0 P
1976/77 558.0 529.0 65.0 1,152.0 I
-1977/78 963.0 990.0 129.0 2,082.0 L
1978/79 745.0 865.0 71.0 1.,681.0 R
1979/80 764 .0 692.0. 148.0  1,804.0 . b
“1980/81 80&8.0 1,020.0 122.0  1.950.0° Fd
‘1981782 1,522.0 1,796.0 213.0. 3.531.0. IR
1982/83 1,186.0 1:,644.0 106.0.  2,936.0

1983/84°  1,547.1 1,362.1 = 320.4 3,229.6
- 1984/85 2,101.2 1.,380.5 375.5 3,857.2

1985/86 1:,6B2.6 773.1 334.8 2:790.4

1986/87 1,195.1 703.4 263.1 2,161.5

NOTES: N= 45% Urea + 157 15-15-1S

P= 157 15-15-15 + 20% SSP + 4bz STP
.+ 35{ NP Tahoua
K= 15% 15-16-15

'SOURCES: Up te 1982/83,IFDC, DEC. 1984
' From 1983/44, C.A. '
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Due to the 1ncrease in user pr1ce for fertlllzer and lcss cf:
market share by the CA. the global amount of foreign exchange
”spent on fertilizer from Nigeria increased.

Efficiency 1n resource allocation:

Because of the CA's loss of market share, the basis for
aliocation of fertilizer over Niger increasingly becomes the
delivered cost of Nigerian fertilizer. We consider this the | S
correct short —term shadow price for the resource. S .{*. ':ﬂ B

Maximum potentia! proceeds to the counterpart fund would
'prevall if the CA sold fertilizer by allgn:ng its prxce on the-__
delivered cost of Nigerian fertilizer”., To the extent that the CA .
gaintains a share of marketl by undercutting ngerlan fertilizer,
there is a direct user subsiay exactly equal (i) to the d:fference
between the CA price and the local cost of Nigerian fertilizer
.wnxch would otnerw;se prevail, and (11) to foregone counterpart
fund proceeds. This is also a good measure of the distortion: :
introduced into resource allocation by keeping the CA in buSLness."
Therefore; the policy reform had & positive resource allocatfon =
impact. ' ' o

Efficzency in d1str1but10n-

_ Because of the CA's loss of market share. more fertilizer'is
being distributed by the private sector (Nigerian fertilizer}. Tc
the extent that the private sector s more efficient than the CA"
there is a defln‘te ecorory of domestic resources.

. 2. Farm 1mp1ements
Budgetary inpact-

There has been ho ASDG induced budgetary 1mpact because thef
policy reform of gradualiy removing direct subsidies from farm :
_equipment has not been implemented. Equipment has been sold over I
the last thirty months through the "vente promotionnelle" ; :

The GON did switcn from a system of global approprzatlons for
Wworkshops to partial donor support (ILO/FAQ In Tahoua) and to tne
manufacture of profitablie goods (fencing. gardening tools, metal
furnlture). Although some of these changes are gquirte encouraging,
'they are more directly related to pressing pudgetary constra1nts_~
than to a fundamental shift in peolicy.

Resource allocation:

_ The original ASDG resource allocaticon argument was that even
well-designed implements may lead to 1nef:1c1ent resource :
‘allocation if their supply is limited by the amount of state _
subsidy. In such a case; excess effective demand at prevailing RS S
prices would indeed reveal a supply constraint due to a subs;dy S
appropriation. SR

i L ‘The most efficient way ‘of maximizing counterpqrt fund proceedsf

'Hould actually be to sell donor—supplled fertllizer to the private ,iv
sectcr on a tender and bids basis.
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This type of inefficiency, however, did not apply in the case
of Niger. The main problem with most implements is clearly that
they were badly designed: after thirty months of "vente _ i
promotionnelle” only about a third in value have been sold; thzs i
canhet be attributed solely to credit constraints®

There may have been some recent eff1c1ency gains due to
better implement design. However, it seems that the most
significant improvements in the.use ©of Scarce materials were due
to a shift in production to goods for which there was strcng
demand  (fencing; gardening toels). Here again, the direct 1ink to
ASDG i= tenuocus.

Returning to the issue of subsidies for a moment. we note
that, as it turns out. a real increase in user prices for
implements would have had the counterprcduct;ve effect of
overvaluing the assets of WOTrKsShopSs thus malntalnlng the state's
ability teo go on preoducing inadequate implements.

Efficiency in distribution:

ASDG-related gains in efficiency of input distribution. would
have to come about through a greater involvement of cooperatives
and. private sector entrepreneurs. There i1s: no evidence that this
has taken place so far.

3. Crop protection chemicals

Global responsibility for procuring and delivering crop
protection chemicals has been turned over to a specialized agency
of the Ministry of Agriculture. Here too, the GON abandoned’ the
national budget appropriation approach in favor of donor-supplied
chemicals, spraying equipment, airplanes, vehicles, training, etc.

-AS far as we cah tell, there has been virtually no budgetary
or resource allocatlon impact from ASDG througn crop protection
cnemicals.

B. Net effect by main group
1. Rural housenolds on irrigated perlmeters

Large—scale modern 1rr1gated perlmeters followed by ONAHA
cover almost 11.000 hectares,. over half on the Niger river..
Producticen inciudes mostly rice, but also sorghum, onions, wheat
and cotton. ONAHA perimeters absorb about half of 511 fertilizer.
nardled through official channels in Niger. Although there are’
private sector inroads, riverine perimeters are still mostly i
supplied by the CA, SO that the impact of price increases can be . !
sizeable. Part of this increase may be offset by the fact that
some paddy is bought from these farmers at oEch;al prices,. but
the rest of their rice, and other irrigated or non- 1rrigated crops g
on which they apply fertilizer, are traded at free market prices. .|

8 On the appropriateness of farm implements and technical . 1
packages,; see "Evaluation des Themes Techniques en . Republique du
Niger" Ithaca International, December 1983.
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Non riverine perimeters

. Small- -scale 1rr1gatlon is. carrled ocut on an estlmated 70 000
_hectares, for traditional rice, cotton, onion and off- season il
vegetable production. Because of its location 1in southern areas of D
Niger, We estimate that virtually all fertilizer {as well as pumps
and fuel) applied to these high-value crops .is supplied by the
private sector. The impact of official fertillzer price 1ncre=ses
on. these farmers was tnerefore negligible.: :

2. Rural housenolds i higher rainfall areas.

Relative to other reglons of nger. producars 1ocated in. the
. southern parts of the Dosso, Maradi and Zinder departments . ‘penefit
from two factors; higher and more predictable rainfall. and
proximity to Nigerias a.con51derab1e factor and products market o
'(fertilizer. cowpeas) . : : _ BN BT S

) Signlflcant decreases in fertlllzer demand by Earmers 1n the
Maradi rural development pro;ect area between 1977 and 1983=*
'prompted a study” to estimate private sector supply.'The report
concluded that about 80 % of fertilizer used {over 3,000 tons}.
‘were purchased on the pacallel market. When we consider the fact i
- that the better part of fertilizer officially. distributed tc'_ . R
‘farmers by the proJect {the other 20% so to sSpeak) was pought . from—{.-"
‘jocal traders, wWe realize that due to its lower: price fertilizer i
from Nigeria dominates the Maradi departement market. There is
recent evidence that cocperatives in the Maradi departement ‘are
now dealing wlth orivate traders on’ relatlvely large scale.g
{growth in the Maradi project's Banques a’ engraxs progranm from
pilot villages in 1986 to over B0 :unctlonlng banks in 198?.

In this case also, we Delieve that the impact of fert;llzer-'
.price increases on farmers in these areas was negligible. '

4. Rural househclds in lower rainfall areas

In these areas,'férmers nave to contend with harsher
ecologzcal ceonditions, higher input prices and tewar marketing i
. opportunities. Fertilizer use in such areas has’ tradltionally been
‘low; the productivity of phosphate fertilizer applications) peing '
such that at 19886 input prlces miliet should have been worth at

least 135 CFA/Kg to prov1de a safe margxn of lncentlve o -
‘armers*O_

As in the case of riverine perimeters.'these ere'typibally
the areas where the CA is the major supplier, so ‘that official
price increases were passed on to users. Contrary to perxmeters. .
nowever, productivity and ocutput prices are 1lowW, so that the fall
“in fertilizer demand and the impact on farm income must have been
propcrt;onally largest.

9 Ministére du Développement Rurals, "Niveau de Consommation et
Formes d'Utilisation des Engrais Minéraux dans la Zone

a’ Intervention du Projet”. PDR Maradi. 1984,

10 FAO/Landez in "Retrospective Study of Fertilizer oupply and
pDemand in Niger", M1n1stere de 1 Agrlculture. DEP. 1986.
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4. Large traders

Large traders, in the Dosso., Maradi and Zinder departments
have traditicnally been involved in large-scale fertllizer supply
to government agencies and projects. This fertilizer came from
Nigeria. In 1982, for instance, large traders delivered 11.120

‘tons of fertilizer to the CA, and up to 85% of fertilizer

distributed to farmers by the Maradi rural development project was
procured from ngerla through traders. Since 1984 some large _
Maradi traders have supplied Nigerian fertilizer (urea and super
SLngle phosphate) to Malii and Burkina Faso. Official transxt
shlpments ranged from 500 to over &00 tons per year. : -

In the arly vears of the Dosso rural devalopment prOJect at
least one trader realized considerable profits. { several nundred
millions FCFA) by supplylng the project with Nigerian: fertlllzer
at world market prxces. The Lentrale a' Approv1sxonnement, hewever,
purchased fertilizer imported from Nigeria by large traders )
througn a more efficierit tender and bids system. :

Although 1ncreased fertlllzer grants from donors have :
displaced private suppliers to the CA. they are still active. The
seed multiplication centers absorbed nearly 1,500 tons in 1985:
and 2,000 tons in 1986.

. Large traders have felt a negatzve impact through the
increased GON reliance on donated fertilizer as opposed to large
scale cpen market purchases: but this is not directly ASDG
related. On the other hand,  the ASDG induced official price
increase, combined with the exogenous devaluation of ‘the naira,
expanded their potential market. However, the gain must have been
relatively modest. In the best posszble case. losses in. ca sales
over the last two campalgns for which we have data (1985 and
1986), were completely offset through inereased sales by the .
private sector, but this represents only 2,000 tons or so péf'
year. Finally., we do not kKnow the extent to which this potentlal
rarket was divided between large and small traders.

5. Small traders

Small traders were not invelved in large scale dellverles to
‘the CA or other large clients, so that the GON's shift’ to donor—
suppllad fertilizer nad little effect on them.

_ Wwe believe most small traders are active in southern areas of
‘Niger where demand for fertilizer is most predictable and |
strongest. We made the point before that the ASDG related
fertilizer price increase had nd effect on these areas since- CA
fertilizer was not competitive there in the first place. For: the.
better part of their sales. therefore, the decrease in direct
‘gsubsidies had no impact.. ' ' o '

However, to the extent that ASDG reinforced the trend toward
liveralization ©f input sSupply. particularly in the Maradi : :
Department, smalil traders as a group., and the economy in gehéral
benaefitted from gains in market efficiency (lower transaction
costs, increased competition). ' :

In the case of areas where user price increases made nger1¢n.§
fertilizer more competitive than the CA products, the gain in
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private seCtor.Share of the market must have  accrued almost
‘entirely to small traders.
Iv. CONCLUSIDNS

A. Assessment of the Economic Rationale
ASDG designers correctly identified the agricultural inputs
purchase or manufacture-delivery complex as a majeor constralnt to

rural sector development in Niger.

However, the complex, multi-facetted issues related to

'agricultural inputs were eventually translated into enly two types

of conditions precedent in the grant agreement. one of which was
‘inconsequential in the short term (transfer of the CA to the UNC),
and the other highly skewed in its impact because it addressed:
only direct subsidies. Reductions 'in indirect subsidies (through
‘better input design and overall system management}'were_not
1ntegrated‘1 ' '

In retrospect we see that the classic economic arguments weref

basically sound, but applied differently to various types of
inputs. The rationale even applied differently to-the sane input

dependlng on the spec1£1c context in which it was traded and USEG--

Iin general; the extent to which limits on GON budget

subsxdxes constxtuted major supply constralnts was overemph351zed' 4g°'

Tnere was no fertilizer constraint in the areas of the

.country where Nigerian fertilizer dominated. or on the perimeters;
considered priority areas by the GON. There may have been a sllsht'

supply constraint in northern, rainfed areas where the CA
dominated. In any case, this argument became moot as of 1966.

_ The supply constraint argument probably applied best to crop
protection chemicals., especially those applied to cotton. The
praoblem there was compounded by a larger factor:i a very hign
producer price leading to annual losses often exceedlns slobal
approprlatlons to all input subsidies.

For implements, the real supply constraint was'inapprobriata
design, largely due to the centralized and inefficient management
.of the workshops; this st111 applies to a larse extent.

The resource allocation argument was_cogentg and appliéd.
directly to crops traded at free market prices, but for major
input-using crops (rice and cotton) the setting of officiall
producer prices can nullify any action on input prices.

In the case of implements, . the resource allocation problem
was much more related to design than to direct su031d1es on user .
prices. :

11 There was on the one hand a desire to have this happen under’
ASDG related Preject activities, and on the other a failure to
recognlze that direct subsidies can be reduced in the snort term
while indirect ones require a much longer period.
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B- Qgsessment of Imelementa;iqg

In terms of 1mplamentat10n' we first note that excgencus
factors (GON reliance on donor-suprlied or financed 1nputs and the .
continued devaluation of the naira on official and parallel k
currency markets) had a major positive impact on two key
‘variables: the natiocnal budget'and-input'supply cénstrain;s;

The second notewortny polnt 1s that some 1nst1tutlonal i
measures taken by the GON sharply limited the reduction 1n dxrect
subsidies (transfer of chemicals tc the DPV, sale of all-, :

implements at "vente promcotionnelle’ price over thirty mornths) . Asf.?.p 

far as farm lmplements are concerned, however, an increase’ in
official user prices would have been futile at pest and possibly
‘counterproductive. Et:ectlve reduction in direct suDSLdzes o

- therefore only applled to fertilizer. '

'Tnlfdly} decreases in 1nd1rect subgidies, which havahal?ays‘f 
- peen a much greater loss to the eccnomy than direct ones.;have
been very modest. Yet, the decentralization of inputs (fertllzzer:~

.to the CA, chemicals to the DPV, implements to. the wWorkshop) was af'

very positive step. Also, gains realized by the private: segtor on:
fertilizer, gardening tools and sSmall pumps were 31zeab1es
although not attributable only to ASDG. :

The fourth point is that some other institutional measures
~taken in response to ASDG are meaningless.in the short term.fﬁ,

A transfer of the Ca f{and of the workshops) to the .
"cooperative movement" tnrough the UNC is not meaningful in tne
short or medium term. They are not in "transferable” cond1t10r.3
and. the cooperative movement has neztner tne lncentlve nor the
resourcas to take them OVEer.

By the very nature ¢f its infrastructure and mandata. the CA "
. cannot fairly compete wWith the private sector; they will have'to'"-ﬁ
. share the domestic fertilizer market acccrdlng to. tnelr respect;vaf
prices and market orzentations. - :

The GON has daefinitely come to terms with. the fact tnat the -
.private sector has a role to play in agricultural 1nputs.:but they””'
"will retain through the CA some ‘political control over the sale, ;
dlstrlbutlon and proceeds from donated fertzllzer. L j

G- Dlstrlbutlonal Idpact of ASDG Agr1cu1tural Input Reforms'f:__ i

As we noted prev1ously in this chapter. there was a. _
considerable gap in scope. and level of detail between polmcy
reform orlentatlons prescrlbed in the PAAD and conditlons S :
- precedent spelled out in the grant agreement. This iled to an undue
.emphasis on the more "manageable' cor easily verifiable aspects of
_ pelicy reforms, gradual removal of direct supsidies. To the. extent
that these were not matched by a commensurate reduction xn"_

indirect subsidies {through beétter management and efficiency. 1n'
the whole input corplex) the burden of adjustment was placed on
certain groups: : : o '

-~ farmers on riverine irrigated perimeters.,

- farmers in lower rainfall, marginal areas..
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CCOPERATIVES IN FACTOR AND PRODUCT MARKETS

POLICY REFORM AREA: THE ROLE OF COOPERATIVES
' IN FACTOR AND PRODUCT MARKETS

This chapter deals only with policy reforms associated With'
cooperatives because the role of the private sector is covered in
' other chapters of thils report. Only cereals are lncluded 1n the_f
discussion of product markets.

1. DESCRIPTION OF THE POLICY RATIONALE

The'intent ot ASDG cooperative policy reform was io aﬁcourage:
cooperatzva participation and promote efficiency in the supply of
agrlcultural inputs, and 1n grain storage 4nd marketlng. :

1 . X

‘ASDG designers recognized that cooperatives require incen-
"tives to participate in factor and ‘Egrain markets. The major in-

. centive identified was liberalization of the economlc and 1egal -

enV1ronment in thch cooperatlves must operate. Sl

A Prob;els

; The main constraints to progress may be summarized as fol-
lows: ' ' ' C '

- Official policies hinder rather than promote private
trade and business, including that carried out by
COoperatives; : S c

- Government regulations comblne with thln capltal markets
to concentrate economic pover;

- Looperatlves were created DY government fiat w1tn ]
constraining statutes, are void of capital, moctivation andif
management sKills, and are manxpulated by 1ocal elltes.: :
B. Solutions
Policy reform was to take the followins_oriantationsfﬂ
- Encourage the evolution of cooperatives as grain . ‘ i

" marketing and storage intermediaries. and as agents fcr.ép“,___x
1nput delivery (Grant Agreement). :

— Locate fiﬁancial responsibilitv at the GM leveael with
'Contracting_power and borrower status (PAAD) ;.

- Make membershlp more flexible and voluntary so members
:develop an aff1n1ty tcwurds the cooperutive (PAAD),

- Promote a wider and more fFlexible approach to . legal'
cooperative act1v1t1es {PAAD) ;

= Institute 1mmed1ate and drastlc sanct1ons for non—
rexmbursement of credit (PAAU;.




- marketing were {i) to decrease DPVN recurrent costs due tTo! 1arge

‘OOPERATIVEZ IN FACTOR AND FRODUCT MARKETS

The assunptlons cr1t1cal to the success of cooperatlve Pcllcy
- reform included: ‘

- The GON continues its commitment to develop self-
managed cooperatives (PAAD); '

- The response from cooperatlves ensures competltlon in:
the marketlng [+34 agrlcultural inputs and outputs’ (PAAD). -
L IX. POLICY REFORH EXPERIBNLE

The primary objectives for promotlng cooperdtlve cereal

centrqllzed security stocks, and 111} to decrease the dellvery
costs of .security stocks in times of food deficits. ’ :

&econdary objectives inciuded (i) sStabilization of local
" grain prlces. and (1i} Cooperatlye participation in grain marf
‘kKeting. ' : : . o

“A. Conaditions Précadent

: The single conditlon precedent from the grant agreement
states: -

“Taken appropriate measures to further the promotion of!
viilage level grain storage ‘through arrangements with

‘cooperatives or GMs as intermediaries (notably the _ ﬂf-:_f_;b'.fﬁ

development of cereu‘_banks)"

_ "The - monltored 1nd1cators of compllance and’ lmpact of cereal
banks included the level of cereal bank sStOCKs {objective: 6000

b

FE IR

:tonsa the levels of GON village stock programs. and a study of tﬁeff'7w'

- economic viability of cereal banks.
B. Actual Inplenentatlon

Although there has been no use of the counterpart Sund for
‘such purposes. the GON has promoted. the growth of village graln'

stocks through (i) constitution of 3 "Stock_de Reserve" and (11)..

donor—funded cereal bank programs.
1. Stock de Reserve

The "Stock de Reserve” resulted from a 1985 decision by the
.Consell Natjional de Developpement (CND} stipulating that each n
" taxable individual contribute 10 kg of graln To a v1llage stcck.“
. 'The purpose was to promote food security in rural areas and . to .

provide against shnortfalls in grain availability. such as occurredy

‘after the 1984 drought. A complementary economic obJective was
‘short—-term stablllzatlon of grﬁln prlces. -

-On the basis cf a survey'by the Ministry of-Agricultqre*s_ -
Statistics Service the total amount contributed to the stock was

about 17,000 mt*, Since the initial survey there have been no '’
follow—up studles on the stock's evoluticon. It is likely fhat'any”

stocks remaining after the mediocre 1986 harvest Wwere consumed We -

L. "Resuits of Analy51s of the Enquete Stocks V111a3901s ' ApriL;'
~1986. Ministry of ‘Agriculture. DEP/SA. Nlamey. nger ST
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do know that some v1llages used the reserve stocks to constltute aj

start-up Stock for cereal bank projectsa.
2..Cereal_aanks

In most cases, sStart-up Stocks for cereal banks are prd?ideq
by the Horld Food Program (WFP). Cereal bank projects are . .

administered by the International Labor Organization {Marddi andﬁWt

Zinder) or by regional development projects (Maradi, Keita and
Tahoua). The initial stock is calculated to cover 107 of _
cooperative or GM food needs for the "soudure" pericd (June— .
Septemter). Table 1 indicates 1986-87 stock levels for the Eour
'maJor cereal bank progrnms in Niger.

Cereal bank development is organized through the UNC system'

all decisions related to SioCK management are under tne control ofj]ej:g

‘the cocperat;ves or GM.

Distribution of cereals to bank members is on a in-kind
‘" pasiE. An executive committee decides when sStocks are to be re—
. leased. In—-kKind recuperation ©of stocks after harvest is accom—;
panied by an interest rate which varies between 25-50%. Interest

. payments are meant to cover operatlonal expenses and contrlbute to‘fe'

the growth of the stock.

The overall goal of The cereal bank program is to gradually
increase grain stocks to cover lOD% of cooperatlve or GM. cereal
requirements for the "soudure" :

In the event that cocperatives or GM possess surplus stocks .
_(possible under conditions of two or more good consecutive grain
‘harvests), or need to rotate stocks. they are free toc decide when
to market surplus and to set prices. : ' : C

Implementation experience of the cereal bank program is

.essessed with respect to the program's own objegtives.-self—_*'_
;management of community rescources, food security and graln mar-*

" a. Self-Management of Coununity Resources

The cereal bank sStudy® found that bank members view stocks as! oo

" under their complete control. They 4o in fact exercise sole
‘decision making power over the management of the cereal bank.

b Focd_Securlty and Grain Marketing

"In deficit years, stock replacement is_naturélly_lowéfIn;
subsequent Surplus years,. replacement rates are high and stock’
‘levels return to previous levels because farmers eay back both
past and current graln loans. Although overall growth in stocks
has been ‘sloW farmers. recognize a need to maintain a v11lage S
security stock. :

Experience from the ILG/Maradi project shows that farmers“
" replace depleted cereal bank sStocks, but first reconstitute -

2. For a comp;ete'descriptien and analysis:of cereal bank;prbéremse

see ""The Contribution of Cereal Banks to Food Security and. Price
Stabilizatien in nger" 1287. Ministry of Agriculture. DEPfsa;
Niamey, Niger. o : : : '
3. Ministry of Agriculture., op.cit. 1987,

R
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Table 1. Evolution of Four Cereal Bank-Programs
. ' 1982-1987 '
Program . Year . "Number of Banks ' Tota¢'3tcck$
: : : - (mts)
Maradi/ILO 1982 1z 214.7
: : 1983 1 3us.8 |

1985 25 232.6

1986 37 604.7

1987¢1 ) - - :
Keilta/PIK 1984 La 260 ¢ |

1385 14 286

19866 la 343

198701} - - .
Tahoua/PFP 1989 7 7.8 2
: 1985 11 21%.7 !

1936 18 208.6

1987 35 480
Zinder/ILO 1885 7 100
B ' _ 1986 10 264 .2

1987 13 304.,2

(L) 1987 fiQUres unavailable.
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~production. To date, stock levels have only been sufficient! to '

' C. ASSESSMENT OF POLICY REFORM IMPACT

1evel.

‘substantially affect potantldl GON budgzet outlays for malntalnzng‘

2. Foréign Exchange Impact

'cereal bank stocks grow. donors could spend less on purcha51ng énd

-

COOPERATIVES IN FAUTOR AND FRODUCT MARKETS

private household stocks. They view cereal banks as a means of .~ v
providing for food securlty, but not the only means. :

Stock growth partially dapends on wnethar cereal banks ‘can
purchase and. sell cereals to take advantage of tempeoral and’ re—";
gional differences in prcductxon..Thxs requires better access to-'
capital, -and to 1nformnt10n on grain markets and. prlces.

c. Price Stabilizétion and Rural Inco-és

The level of stocks determines the 1ength of time members cany'
avoid higher parallel market prices in vears of de:zcxt :

of fset price incréases'for 3-4 months. Cercal banks have thus
nestly served to protect rural incomes rather than 1ncrease them.

1. Hacfoecond-icléudgefary 1mpact

We believe the overall macroeccnomlc/budgetary lmpact is
insignificant bécause in the best of cases. village level stcrage:.
would progressively replace central storgge. yet both are bexng B
financed by donors anyway. There may be savzng only to the extent'
that a GON counterpart is provided in each case.: and that it is
lower per ton stored at the village rather than at -the central

Furthermore. a major conclusion of the cereal ‘bank. study
relates to their scale and impact. ASDG designers 1mp11ed that a
national system of village level storage (e.g. cereal ‘banks} can,
reduce the costs of: maintaining naticnal food reserves.-ﬂowever.;jj._.&
neither the actual size of cereal bank stocks {(as of 1987 about - Cae
1,700 mt), nor the envisioned goal of 6.000 mt, are suff1c1ent to

a security sStock of 80,000 mts.

~The sSame ‘principles apply;: there can be a foreign ekchénge- N
savxng ‘enly if viliage level storage is less . forelgn-exchanga o
intensive than central storage. The only significant savings ‘in - .
foreign exchange will not come about through storage practices;?
put through an increase in domestic productxon raduczng 1mports of
graln from Nigerla. :

3. Inpact on Resource Allocation

Cereal banks could eventually influence donor allocatlon of
resources for grain purchases and storage. To the extent that

malntalnxng sSecurity stocks and reallocate flnanCIEI a851stance to |
more productlve investments. From the donors perspective, the = - o
impact of ¢ereal banks is potentially positive. Thus far the_;ﬁk-'-'

level cereal bank sStocks have had no impact on donor assistance.

to. OPVN.
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‘4. Net Effect by Main Group

-a. Grain Deficit Rural Households - - '”: ST

Cereal banks have made & positive contribution to short— verm |

food sacurity on a geographlcally small scale. Likéwise; by navxngﬁf'

access 1o cereal bank stocks, farmers temporarily avoid local

price increases for grain. Cooperative officials in the Tanoua :_?
Departement confirmed that cereal bank stocks helped prevent
_lncreases in local grain prlces during the 1987 soudure.

By sServing as an alternative to potentially high parallel
market prices cereal banks have had a positive, although ;empof~
_rary. impact con rural incomes. The impact is more. positive for
lcwer—inccme housenolds. ' ' '

b. Grain Surplus Rural Househoids

Cereal banks have no impact on grain surplus households.
‘_Surplus householids do hot require cereal banks for food security
. or price stablllzatlon. To the extent that cereal banks may be P
future competitors in local grain markets, there may- be a negativeg
income  impact on surplus households.

c. Traders

There can be a negative impact on grain traders tnrobgndloss;
of demand, or lower prices and interest rates. This has béen'__ .
minimized by low cereal bank stock levels. However:s in areas where*'
cereal banks operate. traders have been forced to store. graln for
longer periocds and have incurred higher storage costs. ;
Alternatively, they have been forced to find new markets for qulck'
stock'turnover. '

Cooperatives still have considerable marketlng problems and E
are rarely strcng competltors on grain markets. However, there aré :
some encouraging signs: in a . pilot progran. melemented tnrough thef

_ILO/Zinder project cereal banks sell grain to cooperative _ .
poutiques in the pastoral zone. There is alsc a program (ﬁfrlque f
Verte) in which cooperatives barter paddy for m:llet.. '

d. Urban Consuners

The" village level cereal storage program has had virtually no
im}act on- urban’ consumers. Cereal bank stocks have only been . :3
”sufflcxant to provide temporary food security and price étabi-a'
1ization for rural housenclds. Cereals furnished by private '
traders and OPVN st111 dominate urban markets.

II1. COOPERATIVE SUPPLY AND MARKETING OF AGRICULfURAL INPUTS &

A. Conditions-Precedent

The ASDG grant agreement states ITwo condltlons precedent tO
acnieve a cooperative based input supply agency. These are:

“Taken approprzate measures to the develop the Agrl-
cultural Input Supply Agency (Centrale :
qa' Approvxslonnement— "Ca"') toward a cooperatlvely owned

input supply entity in competltlon with other: merchants s
and traders in the prlvate sector '
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"Taken approprlate actions to make the CA mnove closer to !
being an autonomous cooperat;velv owned entity and. ensured
the existence of competition petween the CA and private
_traders by not granting the CA a monopolys de jure or de .
facto. 1n the supply of 1nputs. : -

A cruciai’ questzon is whether these conditions precedent are

necessary and ‘sufficient to guarantee efficient cooperative . .
_part101patlon in xnput supply. The conditions precedent provide

‘the necessary 1egal framework for cooperative participation-in. R
input delivery and ensures that the CA will operate on a com—'i“-3f

petltlve bas;s with the private sector.

Although the condztlons precedent are necessary fzrst steps,;'
they are. not. sufflc1ent to guarantee that a more efficient input.
Supply system will emerge. They do not ‘solve the UNC's financial .-
and management problems which prevent it from successfully i
1ncorporating the CA into its actlvxtles nor increase the abillty
of the UNC to. effectxvely compete in 1nput supply markets. As '
noted in a recent GON evalu=t10n of the CA: :

Y"Efforts to lncredse efficiency in the supply system for
-agricultural inputs have not given sufficient attention to
the development of a competent cooperatlve management '
system. Given that the cooperatives and GM have not
attained a level of organization and management as true
rural ‘enterprises’' at the service of their members, it is
very risky to incorporate a centralized 1nput supply
service (1nto the cooperative system) with a prof1t making
capac;ty ' :

The same documeni'goes on to state:

“The impact of the evolution of the CA towards a
(cooperative) profitable enterprise is limited by a
certain number of fundamental constraints, such. as;

- the method of transfer and delivery of inputs;

~ price pelicies; .

— the lack of autonomous dec131cn maklng,_

-~ the lack of capitai; :

- the absence of agr1cu1tura1 credit; and,.

- the lack of a marketing and- d1vers1f1catxon strategy"4

p.-Actual Iuplenentation

 Implementation of the conditions preaédent is discussed from

two perspectives. First, the fulfiliment of the legal requirementsr .

for the transfer Of the Centrale 4’ Approv151onnement {CA) to a.
cooperatively owned input supply agency. Second, the ‘statutes
which govern tne act1v1t1es of the new input supply agency.w-

& . vaaluation Interne Volet Approvisionnement en Intrants
Agricoles Projet Appui & la Production Agricole". Janvier, 1988.
République du Niger. Ministére de l'Agriculture et de '
1'Environnement. Programme Cerealier. Nat1onal. Qur parentheses._,r3
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& GON Decree of June, 1987 legalizes the transfef'of-ghe CA
to the Union Nationale des Cooperatives (UNC)®. The major :
componants of the Decree are:

- The State cedes to the UNC the CA s land, buildings, |
furniture., rolllng stock, as well as material stocks’ and
agricultural products which are not subject 1o
reimbursement. through counterpart funds;

- Thé Stata assumes the bast_debts-of'the CA:

-~ The UNC will assure the eluberatxon &f new CA Statutes
which will allow the CA autonomous management.

The UNC, in collaboration with other GON officials. hés n
drafted new statutes Lor a 'Centrale Coopérative
a‘Approvisionnement {(CCAL. “4& The statutes define the CCA s )
cConsStituticn, obJectlves, administrative authorlty and structure.
guldellnes for cooperative ownersnlp of the CCA, and the CCA' s
fiscal and accounting procedures. However, the CCA statutes nave
not been reviewed by the Conseil des Ministres and the CCA '
continues to receive its legal authority from the 1984 GON;

Ordnance which establLshes the cooperative system. In other wérds:?

the CA is operating under procedures daf ined by its old statutes..f'

. One particﬂlar aspect of the proposed new CCA-statutas is:
iricompatible with the ASDG cbjective of creating a cooperatively
owned input supply agency that does not have a "de facto"f-

" MONEPOly. According to the section concerning the fiscal. status cff

the CCA, the CCA is exonerated from the payment of a host of

administrative taxes, licenses and import duties. Although,one ::'j

could well argue that the eicnerations do not glve the CCA a '~

menopoly per se, they do give 1t an adVantage over pr1v«te tradersf’"

who must pay these costs.

In a more generdl sense 1t can be strongly argued that the )
proposed CCA is rniot reully “"autonomous"” in’ the sense that it has
sole decision making power over its act;v;tles and resources- For

example, 1included in its objlectives. the new CCA statutes cantlnue-'

to emphasize its role in importation and distribution of agro—

chemical products, the promotion and exten51on of agrlcultural ;._gfw__
inputs in rural areas:s participation in the developmant of o ‘izp

“national fertilizer resources, and the definition of & nutlonal
"strategy for input supply. Without the autonomy . to decide whlcn
activities it will engage in, and therefore the management orf -
rescurces at its disposal, it is doubtful the new CCA can-bea

efficient. : o o R

C. ASsess.ent of PoLicy Reform Impacts

The transfer of the CA to the booperatlve sector has only
been a paper transaction. The "gufficient” conditions whxch would
allow & cooperatively cuwned CA "to compete with other merchants
and traders in the private sector” are not specifically addressed |
in the ASDG. ' : o R

S. See: "Arreéte no. OOLE/MDPM/CTEP/SEM du 23 juin, 1987. Portant
transfert de la Centrale - Approv1510nnement a1’ Unlon Natlcnale
des Coopeéeratives (UNC"

&. See, "Pro;et Des Stdtuts de la Centrale Cooperative

: D’Approv1$1cnnement" Mars, 1987. M1n1stere de 1°' Agr1culture.;-
'Republigue du Niger. C

*
¥
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The proposed new statutes for the CA do not provide forian N
"autonomous” input supply agency. Furthermore: the new statutes -
_£ive the cooperatively owned CA financial advantages over the
private sector by exempting it from varicus administrative and
import taxes. With the excepticon of the legal transfer of the CA 1
"to the UNC, the conditions precedent have not been 1mplemented andﬂ
the reform measures taken by GON contradict the objectives of the
ASDG Under these circumstanhces it is not possible to dlscern any
1mpacts from policy reform 1mplementation.

Iv. coucnusxous

) This section summarizes problems encountered in 1ncreas;ng
. " - the effective role of cooperatives in factor and grain markets and
CsSuggests some solutions. Protliems are discussed with respect:to .
the original objectives in each policy reform area as specified in
the ASDG grant'agreement. Proposed sclutions could be considéred y
under ASDG I1. ' . S s

A, CoqurétiVe Role in Grain Storage and Marketing . ' f-fu_ ';iz'w
'Objectives 1 and 2. Decrease OFVN Recurrent and Deiivéry Costs';_

The major problem encountered with cutting recurrent and -
delivery costs has been one of incentives. Currently, the coéts'gf
security stock storage and delivery are not incurred by the
'Government,'but'by'donors. The GON has an incentive to maxlmlze
the allocation of receipts from grain sales to a general coun-
terpart fund rather tharn cuttlng OPVN CosSts.

The minimum level of food security stocks for nger has been
estlmuted at 80,000 mt. Actual cereal bank stocks in 1S87 did not’
equal one-fortieth of this amount, and the target level of 6,000
mt is not that much more. Whether based on actual or programmed.
stock levels, cereal bank stocks would not be sufficient. to offset'
‘a very large proportion of OPVN recurrent or emergency delivery
costs. :

A possible solution would be to encourigge donors Subsidizing.f
OPVN recurrent and delivery costs to stipulate thst receipts from. . |
grain sales are 10 be used exclusively for meeting these costs. In
additions as rural cereal banks stocks grow, OPVN should make S
corresponding decreases. in its own security stocks. Support should o
be given to monitoring of cereal bank stock levels and to the
expansion of cereal bank programs. : .

Objective 3. Price Stabilization

Although it had a positive 1mpact. price. stabilization has
beer achieved ©only 1n the short-term and only in v1llages where
‘cereal banks exist. The probiem in promotxng longer term and: more
widespread price stabilization 1s due . to the slow Erowth -in stock
levels caused by unfdvoruble cllmate and deficit productxon in

some years. :

Short term price stabilization can be attained over -a geo“-
Erapnically larger area by promotlng the expansion of current
cereal bank programs. Longer term Zrain price stabilization Hlll

‘reéquire increases in graln production, proce351ng =nd storage
technologies. .
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_ObJBCtLVG 4. Prolota COOPBTathB Partlcxpat1on in Graxn uark9t1ns-§

This policy approach suffers from Trvying to tackle ‘at; the
same time constraints paralyzing cooperativess and obstacles to
‘cereéal trading in general. Consequently. although the goal Ls-“
worthwhile, the impact has been limited so far.

Pessible solutions will pe closely connected to continuation
of efforts to improve market efficiency, reporting of market
_condltlons ar.d prlces, and the development of credit 1nstruments.
. One should alsc support the expansion of activities like the- '
ILO/Zinder cereal bank project and Afrigque Verte wnlcn promote
cooperative based marketing channels. :

B. Cooperatlve Supply and Harketlng of Agrxcuitural Inputs B

. There are two p?oblems in attaining the efflc1ency obJeotive
as envxs;oned under the ASDG. ;

First. the ASDG Condltlons precedent assume that (i) Tthe CA
is an agency -the  UNC Wants to incorporate, and (ii) that the UNC
has the skills to ef£1c1ent1y mahage an input delivery sarv:ce.
Neither of these assumnptions are true. The UNC has pretiy mucn

been forced to accept the CA (it did so only after the GON -assumed)

‘ all past CA debts), and the UNC itself does not yet have the
Cdpdblllty to effectively manage the CA. : :

Second:, the new LA statutes glve the CA and UNC very llttle-
autonomy in decxszon mdkxng. : '

Future condltlons precedent and progran outputs should be llnkedr
to- the followlng actlons. : :

- 1mprovements in the stock and rlnanc1al management
capability of cooperatives part1c1p¢t1ng 1n the 1nput
delivery service; .

- cooperatives glven complete autonomy in determlnlng':
whicnh inputs they will handle, what will be their source
of supply. and input price levels. A credit mechanism

should be established whereby cooperatives have. aCCESa.tO R I

capltal for tlnanCLRg lnput purchase and’ dellvery costs.

: A complementary and essential act1v1ty to promote better
cooperative mandgement wzll be to contlnue the CLUSA cooperatlve:

development project. i . g
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‘budget constraints, some basSlic issues are still not totally re-'’

~inputs. OPVN's role 1n cereals marketing did not effect;voly sta-' PO
bilize or support farm prices, introduced distortions. and also PR

OVERALL CONCLUSIUNS : _ _ PO

1. ASDG Rationale and Approach
A. Macroeconomic Stabilization

The local currency fund was to help relieve Niger's budgetary |

. and balance of payments problems without resorting to commercial

borrowing which would worsen the debt situation, while Safehuarq—

"ing essential past and current 1nvestments in the agrzcultural
) SBCtOX" .

The main features of the apprcach werea: -

- Disbursement was 1o take place in tranches, upon satis-
faction of conditions precedent spec1fled in the. grant
agreement;

- the local currency fund was to have Separate budgeting
and mahagement from the rest of the investment budazet;

- the éllocation of local currency funds were. to be ROV
erned by & set of guidelines and criteria, defined in the
original grant agreement. . -

Although the local currendéy tund defihitely helped relﬁéve'

solved:

- The GON apparently does not consider structurally low
absorptive capacity as a ma)or obstacle 1o increasing its -
investment budget over time. In the case of the local _' T
currency fund two—thirds of avallable funds were allocﬁtbd_'
to incremental activities rather than to recurrent costs.,

- Separating the local currency fund from the rest of the '
investment budget may. be necessary for accounting or man- '
agement purposes, but it does little to facilitate or im-—
pProve the overall efficiency of the investment budget
process. Furthermore, mere separation does not solve the .
fungibility problem. : s

- Finaily, does the local currency fund help Niger face . = .
‘the difficult issue of recurrent costs, or does it lead to . .
a postponement of harda choices 7 : ‘ -

B. Structural Adjustment

The ASDG policy reforms areas were correctly 1dantxfled as'
‘areas of fundamental constralnts to agricultural development. Pol-
icy reform objectives were therefore mostly efficiency orlented. '
The existing system ot input provision through the CA was both a
budgetary drain and & cause of inefricient allocation of nod.rn

contributed to GON budget dericits. Administrative and fiscal im—
Pediments to exporting livestock and cowpeas acted:as disincen- -
tives to producers and traders,; encouraged illicit trade. and-coh—
centratad market power in the hands of large traders.. f i
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One must recognize that ASDG has been tackling some of the
most fundamental and sensitive policy issues. Chris Hermann® wrote
in 1985 that "pertormance disbursement snhoulid not e used to in-
duce pelicy reform, but rather to facilitate further cnanses whiech:
are already unaerway or are likely to occur 1n some limited fash—
ion". : o

Tnis carta1nly limits the risk that pollcy reforns wxll not
corrospond to the host country's own objectives, and increases .
chances for succassful 1mplementatxon. It seeus 1O Us, howaver:
that ASDG designers were definitely bolder in their undertaking.-
setting their policy reform sights well beyond facilitating: : .
“*changes already underway or likely to occur in some limited fash— '
ion'". :

| . II. Implementation and Impact

A, Macroaconbmic Stabilization

; : ASDG did contribute to general budgetary and balance of
payments SUpport both through actual disbursements and the
fungible nature of government funds. The resource transfer
financed continuation ot soma ‘development activities that. :
otherwise might have been cut (38 percent of LC spending) as well
as some new investments that ccoulad not otherwWwise. hava been. made '
(uz parcent of LC spending). .

However, these benefits can be offset in a number of Hays. ]
Balance of payments sSuppert may be undermined by large 1ncrementa1
imports {(imported goods which would not otherwise have been! pur— o
‘chased). Similarly, recurrent costs of incrementxl projects: or Ln— ;
cremental componants on progects may contrlbute to GON budgat B
deficlt. . FRRS

Finally, because it was handled separately from the rest of _
the investment budget, wWe doubt that funds transferred to the Lc o
account had much direct impact on increasing absorptive capacxtyz
improv1ng resource allocation and consolxdatxns 1nvastn¢nt.;

B Structural'Adjustment

AR envisionea._tna policy reforms were eventually to stimu—."'i”af
late and rationalize input use, encourage competition in cereais |
marketing, stimulate exiports in cowpeas and 1ivestock._strenstnen

' the cooperative movement. and reduce budgetary outlays in support.
©of parastatals. :

Progress has been made but it is far from coméleted.'Some'
flaws in conception have been revealed. as was to be expected in.
such an undertaking. Implementation has also shown that the impact
of policy reforms can be limited due to a variety of factors, for
axanple: o

-

L chris Hermann "Implementing Policy and Institutibnai cnaﬂge
through FPerformance Disbursement: Examples from the l‘-’l'u.11]:1:.\1z"1es.-=
Bangladesh and Niger'". AID/PPC, July 1985.

<4 The main reason is that absorptive capacity is not stongly
related to the process of selecting among investment optlons. ™y

g,
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‘1. Some policy reform objectives were sought through inapbrﬁ?;iétei

A transfer of the CA to tha tc the cooperatzve sector (UNC)

'has not and will not lead to greater involvement of cooperatives
"in inputs supply.

2. SOno raforus have not been effectxvely 1up1e-ented. elther S
through lack of resources or commitment on the part of the admin-
‘istration, or because powerful groups with vested Lnterests hava
modified thelr application. Specific instances include.

~ QPVN has had limited success in_xmplementing the_tendér
and bid system. Using tenders for purchases has yet to

‘lead to the competitive response anticxpated Sdles nava

not yet beaen let out tnrough blds.

- Notnlng nas ‘been done to 1mprove marKet 1nformut10n
: dlffusion.

- Despite pronouncements on free trade in COHPedS and the _ s
removal of restrictions against livestock exporis, con- B
siderable administrative and fiscal impediments remain.: -

- The promoticonal sale of implements has not disposed of L
8tocks and the workshops are still not viable entxties
pecause of their debt.

3. Some of the underlying assu-ptlons which 1ed to spec1£1c forlu—f'tt
‘lations have cnanged

- Donor provided inputs, especially fertilizer and crop:
protection equipment and chemicals, have eliminated the

situation where subsidies could lead to supply con-
straints.

. 4. Exogenous factors or remaining constralnts hava lxtlgatad or

overwhelmed any impact the reforms might have had

— The impact of offic1al.farmgate prices for rice and :
cotton nullified measures taken tnrough input-subsidiES._

— The devaluation of the Naira ‘on the Otthlal and paral-

lel markets has depressed export demand for Nigerien cow-'
peas and livestock.

- Agricultural sectdr credit remains a- sxgnlflcant bon—ﬂ'
straint to increased use of modern inputsf

5. Structural adjustment is a long term undertaking; a thrée-of%
four-year span is not encugh to demonstrate quantum’impré?émehts;

" There 1s anather factor making policy reforms and thalr as—'

Wwas supposed to promote a shift from (a) suboptimal policiés_caf4_

ing a makesnift system painfully wWorked out over time to (b): SUup—

. posaedly superlor policies Carrled out by the same underequlped and

b

e
L

:sessment more complex: the need to distinguish between pclzcy ori—g'-
‘entation as such, and implementation experience. In effect ASDG ;

‘ried out by an underequiped and unmotivated administration. appiy;_ﬁ,-
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unmotivated administration now faced with a naw context and addi-—. .7
tional managerial problems.

Tha axpariencé in policy reform undar ASDG is disappointing
anly if short-run resultls are used as the assessment criteria.
Positive thougn modest changes in economic environment have been L
‘achieved. ASDG reforms ‘haelped establish a more liveral eccnomic
envircnment in the agricultural sector. In many cases the. benafzts
may be manifested only atter the GON administration. producers and
traders learn to adapt. AsS reforms take hold and other constralnts
are relieved, positive effects on agricultural production, Anput.

- usae, farmer incomes and trade wilil become evident.

ASDG has been a preofitable learning experzence not only to
AID, but also to the GON, which has openly and serlously stud;ad
and debated issues previously not mentxoned in public [OfflClal
price poiicies, the relative efficiency ©f the publxc/prlvate sec-
tor, barriers to economlc activity. we believe that other pollcy “é
oriented approaches: such ‘as the NEPRP have been facxlltgtad by.
previous ASDG experience.

Finally, ASDG has lsd to much closear donor coordination in
rKey policy araas.

One of the more disturbing findings.. however LS that naga—
‘"tive lmpacts on certain vulnerable groups (lower lncome rural
households, especially) c<an pe significant, anle extremely d;tf;-
cult to foresee.

'ITI. Lessons Learned ' : : AL !

The ASDG exper;ence provides & number of specxf;c flndlnss as
well as more general ones. Amnong the specific cnes we include‘

1. Exogenhous developments such as the openlng or clcsxng R i
of a border, or the donation of a significant quantity of
inputs by donors. can change the environment SO drastx—

cally that the initial measures of progress become mean-
ingless. o S

2. Simllarly, it shouid be fully expected that uriforeseen
and exogenous events Will tend to swWwamp some effects Oof
 macroeconomic stabilization or policy reforms. beeraiiza—':" !

tion of exports., for example, may induce little or no -
change if relative prices in export markets are dzstorted
Dy overv;lued or undervalued currencies.

3. official" pub11c=tlon of & policy change can mean very
little if no real attempt 1s made to implement the policy.
In fact, proximate targets are often better stated in
" physical or economic terms than as the publication of ad-
ministrative decrees wnhich may have no real 1mpact on the
environment.

4. The speacification of priorities for the use of a Local
Currency account is ne guarantee that there will be much
‘patter investment selection as long as projects are pre-”
sented ftor funding sequentially, leaving no: occ351on to
compare proJects when allOCatlng funds.
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5. Tnere will be consxdaraole pressure to use the Local
-Curroncy account for the immediate neads of ongoing pro-_
jects supported by USAID and by other denors. 2

6. Although progress has been ‘made, The GON's overall pol—-

icy analysis capability remains limited. This ‘will con—
‘tinue to hinder policy reform implementation, the tlmely
‘dimbursement of funding tranches. and consequently. the: i
investment process. O i

Among the more general lessons, ‘wa believe the Eolloﬁih&_aré‘eséeé'

‘clally relevant.

1. Pollcy refcrms that move toward freer markets and 1ass
- government involvement are unlikely to benefit disadvan-—
taged groups in the short run. In fact, removal of subsxr'
dies that help the poor urban consumer or the poor rural
pProducer will probably hurt these groups initially. Ways’
of targeting them for compensation need. 1o be explored.-It
is unrealistic to seek both more economically rational re-—
gource allocations and improved standards of living for
the Tural poor in a txme span as short as five years. ;

2. The ASDG-eXperience shows once more that political
economy considerations may be as important as aconomic ef-
ficiency with regard to implementatlcn‘sgccess.iﬁven'Hhen'
policy reforms create the possibilities for net social

gaing,. some groups may still be harmed. This is especiaﬁlyT.

critical when sucfi Zroups are in a position to frustrate
- reforms. Policy reforms should be formulated SO as to cre-
. ate as many winners as possible. but caraeful analysis méy
identify potential losers Aand suggest Ways to compensate
inequities or encourage the goodwill ©f thoseé who mxght
otherwise resist. Two examples qQuickly come to mind. :

a. Some large traders currently benefit from the barriers
to entry inherent in the current. Wweb of administrative
requirements for trade. These individuals., many pos~
sessing significant economic and political power. are
sure to suffer losses as export taxes. wnzcn they often
avoid, are elimlnated and markets become.mora ccmpeti-
tive.

. Agriculturalists in marginal regions could lose. from j
: both input supply and cereal marketing reform.: ASDG II
snould be sensitive to government desires to target

these groups for special consideration. But rather;thén )

modify reforms to accomplish this gcal ASDG II could
directly finance alternative compensatory stratezaes
such as projects to enhance product1VLty.

3. Finally, proximate implementation objectives;such as?
subsidy cuts, parcentages ©of OPVN stocks sold by tender:

or amount Of grain stored by cooperatives may be useful ; in_'*f

an initial period obut tend to quickly become obscletea.

There should be flexibility in determining what benchmarks -

to use in the third and four years at least. If not, sxght
of the fundamental goal may be lost in seeking to achxeve
a4 target Exgure that is no longer relevant.
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'IV. Recommendations for ASDG II

A. Macroeconomic Stabilization

One of the shortcomings of ASDG I was the very limited degree

to which the Local Currency. account financed activities that di-
rectly supportad policy reforms. Under ASDG II a concarted. effcrt

should be made 1o use the LC account in ways that directly and lm—'

_mediataly help in the xmplementutlon of policy reforms.

The. current local currency tfund system can do little to . brxngﬂf j

about improvements in the overall investment budget process:
{(selection of investments), absorptive capacity and trimming of
recurraent costs. Yet, to Niger and AID, such maasures would=bq_

equivalent to increases in counterpart funding. They can therefore

legitimately be $upported out of LC funds.
B. Structural Adjustment

In terms of orientation. policy reforms should continuh.wibé

broadly focused, with emphasis on changing the fundamental envi- -~

ronment in which inputs are supplied; cereals marketed and com-
modities traded. The main goals should be to withdraw the state '
from trade in inputs and outputs, sStimulate private competition, :

strengtnen cooperatives and increase the levels of ‘both actual and'

foicial exports.

The experience gailned 1n phase [ can be used to'strengtnen
and refine policy reforms in phase II. It is important, however,
to pursue the implementation of reforms te their Eullest extent

and to guard against backsliding. Phase 11 is’ needed to consoll—f--

date® and entrench the retorms Degun in phase I.

There are two ma.tn I‘EHEQDS for this:

Firstly, policy reform in any single area is a never-ending

qﬁest. Many ©f the basSic reasons why the former system prevailedf'
are still valid in the eves of many, and new polxc;as are con- .

Stantly under attack (see cofficial cereal prices, for example). In

the policy reform business no battle is ever won conce and for all..

Secondly, though policy changes may be completéd in'a'felg—'

"tively short time, the institutiocnail’ development necessary to sus—:'"'

‘tain those changes- typlcally takes much 1onser’

The fact remains that any pollcy, no matter how well thought'”

cut and- designed: can only be as gcod as the extent to which it 1s
implemented. If members of the Nigerien administration are not
themselves convincad that a given policy is preferable to a former

ocne; it will not be carried out. no matter how many different ‘ap- i

proacfies one tries.

- Further, superficial compliance to a'policy (in order'tO'éat-
isfy conditicons precedent, for instance) can introduce addxtlonal
. distgrtions and result in a sxtuatxon Elobally inferior to ithe
previous one. The COPVN tender and bids approach is a good example.
Properly carried out, this approach would have been syuperiocr to .
.the former purchasing methods. As it was actually 1mp1emented.
however, it ended up Dexng Worse, overall.

3 Hermann., op. cit. _ I . S Y
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"ASDG I1 Wlll alsc have té tackle the difficult ralated 1ssue

-1 Knowins how to sort out the relative shares of policy orzenta—'
tion and implementation in a suboptimal situation. For instances .
.to what extent is the dismal agricultural input situation due to .
bad policies rather than to poor implementation of those policies? |

Can we realistically expect improvements by acting mostly-t&rousn
the policy angle, letting implementation capabiiity '“catch gp"g_
lfater on? S ' Co

In tarpss of approach, one must find .a ‘practical middle'grouhdi
between vague policy aims and over- specxfleq targets.-lnltxal for—-
mul;tion and subsequent flexibility are crucial. The keys to suc—-
cess Will be in the efforts of the GON, assisted by the analysxs

<f the technical assistance team, and ©of the USAID miSSion'tq'findN:'

meaningful proximazte targets and 1o change them as conditions

- change. The mission should then be hard nosed about chpliahce.




