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1 
This report presents the current status of the University of j 

Michigan team's preliminary assessment of the economic imp$act af ; 
ASDG* i t  i s  also submitted as a contribution to u p c o m i ~  kdentifi-' 
cation work Zor Phase I1 of the grant. 

I i 
This exercise was started as a response to concern on the L 

part of AID/W and at the AID mission to Niger that the impa~r of ! 
the grant be identified and. to the extent possible. quantified. 

Our purpose was to: I 
I - estab-ish a basic methodology for =ant impact asssss- 

ment in various economoc areas, and for various groups, 
I 

concerned; I 
- test this methodology with existing data. ~hrough t h i s  1 
process. refine the approach and ascertain whether data 

I 
! 

available or currently collected are sufficient rc r  t h i s  
type of exercise; I 

I 

- provide a preliminary assessment of ASDG impact useful I 
to upcoming design efforts fcr ASDG 11. and a better frame i 
of reference for the final evaluation of the first phase. I 

I 

Because of the overwhelming effect of multiple and complex I 

exogenous factors* the overall approach i s  obviously not based on / 
a simple beforelafter comparison. Key benchmark fnaicators have 
been selected and followed over time* but they are more useful to 1 
t r a C K  actual implementation ti-lan for measuring net final e f f e c t s .  
Exogenous factors are directly integrates into the analysis only j i . 
to the extent that they m o d i f i e c X  actual implementation in a major i 
s e n s e .  

The i m p a c t  rssersnen+ follows these general steps: ( 3  a d a  i 
scription of the original policy ratfonale. in some cases with 
substantial fur'2her development, Ib) an overview of actual i m p l e -  
wentation in cwanterpart fund use or policy r e f o r m ,  (c) an as- 
sessment of the xUac~08c0n0nLiC and budgetary impacts, and (d) in ! 

1 the case of policy reforms, an assessment of net effects by main 
social group concerned. t 

Th i t  report surprirrs 5 ststion=: mrcrorsonoim~s and ~ d ~ e t a r y !  ' 

impact of the various tranches of financing, impact by majar pol- f 
icy reform area :cereais marlcetfng, inputs. role of cooperatives, i 
and conclusions. A section on cross-border trade nil1 be included I 
in later versions of this report. I 

1 
i 

We gratefully acknowledge the very valuable contributions of 1 
Larry Herman and Charles Steedmarkt consultants, and of Cynthia j 
Moore? researcher. 

I 

Henri P. ~os&rand i 
Frank C. Casey ; 

I 
i 





AD8 
ADF 
APS 
ASDG 
BAWEA 
6.  I. 
BOAD 
CA 
CCCE 
CIDA 
FAC 
F A 0  

FED 
FLUPP 
GTZ 

I D A  
I D B  
IFAD 
fLO 
ILP 
IN RAN 

KIW 
LC 
NDD 
OPEC 
QPVN 
FCM 
RSDG 
RB 
UNDP 
meP 
UNSO 

. , 
I , .  , .  . . 
! 

I 
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! 
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Canadian International Development Agency 
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i 
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I, INTRODUCTION 
1 

The Agricultural Sector Development Grant (ASDG) involves I 

both a sector-targeted resource transfer and incentives fop the 
Government sP Niger (GON) to undertake a series of policy ? f o r m s .  1 
The resource transfer, which has amounted to 829 million in three : 
increments or tranches* is designed to assist Niger's aconora~c , 
stabilization program. T: does so by providing a mix of' funds for ' i incremental investment that couid not otherwise be undertaken and 
for reducing balance af payments and government budget deficits. 
The resource transfer does one or the Other as it is used. It 
cannot do both simultaneously. 1 . .  

i 

The policy changes that are to be implemented sre desi'uned to : 
help Niger meet its structural adjustment obje~tlves over the long i 
term. The aim to is move t o w a r d  freer markets and trade and less 
government involvement in agricultural sector activities. The l I 

ASDG thus has an immediate impact on the balance of payments and I 
public finance and a longer term impact on the structure end I : 
strength of the economy. I 

I 
One of the first things that one notes in readin8 through I 

ASDG project documents fProAG. PAAD, CDSS) is the rnultiplic,ity of ! 
objectives and intended impacts. It is our opinion that these I' 
documents went too far in some cases and that ASDG was not capable / 
of doing all that w a s  promised. 

4 

We explain more fully in'the Eollowlng sectLon the tradeoff , 
between alleviating public finance and balance of payments ' 1 
deficits on the one hand and providing resources to finance incre- j 
mental sectoral investment on the other. The grant agreement ! 
seams to argue for incremental activity. especially in light of I I 

section 5.3 B which stipulates that the Local Currency Account ! 

should not substitute for Nigerien budgetary resources. Such o I 
provision is almost certainly impossible to enforce B d  diEficult 
to monitor. It is not even clear that such a stipulation is ad- i 

visable. In practice it appears "hat awut 40 percant of the ac- j 
t i v i ty  financed to date by t h e  grant would have taken place any- j 
way. which leads us to the conclusion that the -ant has In  the I 

end had both types of ~tabilization impacts. : 
i 
I 

On the structural adjustment side the maAn instrument was the 
set of policy reforms. we are convinced that T h e  fundamental ori- ) 
entation of the reforms w a s  appropriate, though flaws in bokh for- 1 
mulatioh and implementation have diminished their potential: impact j 
in the short and medium t e r m s .  Further, since policy reforms are j 
greatly influenced by the general economic enviro~entr th&fr im- i 
pact is highly dependent upon exogenous factors and the  oval of j 
other constraints (e.g.. c r e O F t ,  technical/ertension~ instbtu- I 
tianal capacity). Policy reforms are necessary but not sufficient ; 
conditions to achieving many of the structural adjustments 'fore- 

I 

seen by ASDG. 
I 
I 

A variety of other objectives w e r e  advanced* s o m e w h a t  I 

vaguely, for ASDG. F o r  example. L o c a l  Currency Account expndi -  , 
tures were supposed to have raised the level of the agrftul,tur%l 1 
sector's absorptive capacity. Failure to fully implement invest- ' 
ment plans was taken as a sign that capacity w a s  lacking rather 1 
than as a syrnptora of overly ambitious investment planning. ' We ! 
wonder just what is meant by absorptive capacity in this context ; 
and da net believe that  vague claims of this nature are helpful. .I 

I We believe it is important to understand what ASDG can do and can- 
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I 
I 

not do. The sections below are designed to assist the reader's ! I 
I 

comprenension of the Sector  rant's potential and actual Arfor- 
I mance to date.  i 

I 

We also have concerns about the expectations that ASOG could ' 

improve resource allocation among agricultural sector development i 
activities (Investment Budget). The relationship of the LocaL . 

Currency Account ta the Investment Budget Is complex; decision i 

making on Local Currency Account allocations is the subject of  a i 
spacial system that i s  appended to but not fully integrated into I 

I 
I 

tne planning process. We are concerned that placement of some I I 

ASDG counterpart fund allocations outside normal channe1s weakens / 
the impact on resource allocation and forfeits an opportunity to I 
strengthen the planning process. 

I 
I 

Finally there is the oft mentioned issue of consolidation of I 
sectoral investment. We t nterpret  this to mean that ASDG was to 1 
strengthen existing develcpment a c t i v i t i e s  rather than start new ; 
ones. Indeed, the PAAD speaks of the need to weigh the value of 1 
supporting ongoing projects against the economic benefits of fi- j 
nancing new projects. There is little evidence that there w a s  I 

I 
ever an opportunity to make such comparisons. W e  nave serious 
reservations about haw such decisions can be effectively made out-! 
side the confext of overall Investment Budget and current,expen~f-i 
ture budget allocations. 

In the end, ASOG could and did contribute to economii stabi- 
lization. It prsvided some general budgetary and balance of pay- j 
laents support botn tnrough lags in disDursements and through fun- i :  
gibiiity of government funds. The resource transfer financed con+ 
tinuation of some development activities that otherwise might have. 
been cut as well as some new investments that could not 0 f h e r w i s e . j  
Have been made. 

' 
I - 

ASDG atso represents an important step in implementing the I - 
policies which will ultimately support structural adjustment, I 
tnough few clear manifestations of impacts are evident yet, as we 
see in sections of this report covering policy reform areas. c , ,  

Still. these accomplishments and the lessons learned are in them-; - 
selves impressive enough to conaider ASDG favorably. We are much 
more doubtful about ASDGis impact in increasing absorptive capac-i 
ity. improving resource allocation, and consolidating investments< 
As a result, in our concluding section we caution against making 
too many claims for future programs suck as this. \ 

11. OVERVIEW OF STABILIZATION IMPACT: DOLLAR TRANSFER AND LOCAL ' 
CURRENCY ACCOUNT 

I 

The potential benefits of the Grant consist, first, of a dol- 
lar transfer to the BCEAO in favor of the GON. This acts as a i 
short-term capital flou. It improves Niger's balance-of-bayments: 
[BOP) by t h e  amount of the transfer and adds to its foreign ex-  L 

change reserves. The BUP impact is poSltivt and instantaneous-bui 
It will be diminished over time as secondary effects work their 1 
wiy througn the economy. Some OE these eEfects are discussed be-? t . . 
low .* i 

. I 

The potential benefits to Niger's public finances bekin to j -  . <  

occur once the BCEAO transfers an equivalent amount in CFAF to an'' 
interest-bearing GON Treasury account in Niamey. The Minister o f , '  
Finance has delegated to the Minister of Plan the authority to I 

mage payments for approved projects out of t h i s  LC account. under1 
1 [=- 
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the Minister's authority, the Secretariat of the ASDG Management 1 
C01DP3it588r Chaired by Plan's Director of Investment Finance, m a n -  I 

asas tne LC account. t < 

As each tranche is deposited in the account, five percent is j 
~noved into r separate LC Trust Fund account fo r  use by USAID/ I 

(Alaendment 4 to the Grant Agreement raised the percentage t o : 8  
percent and requared that this amount be deposited dir@ctXy into 
the Trust Fund account without). W e  do not deal here with the po- j 
tentfal impact of the amount that i s  tranSferl"ed to the Trust ! 

I Fund I 

I 

I The deposit of CPAF in GON accounts i s  equivalent to a bne- i 
I I , time increase in government revenues. To the extent that these ~, 

I funds are not committaa by the end of the fiscal year* September 1 
I 30, there will be a reduction in the GON budget deficit for the 

year by the unsomittrd amount. The reduction in the ctefici+ uill ! 
be even greater if commitments from the LC account allow a reduc- 
tion fn commitments from other government accounts. I I 

? 

AS later tranches are depbsiteci, similar reductions in t h e  I 
budget deficit will occur annually. After the final franche has I 

been deposited, however, the deficit will be increased in one or , 
more fiscal years unless there is a fully compensating compression 1 
of government ou+layS elsewhere. In other w o r d s :  I 

C 
i 

To the extent that expenditures from the LC account are 
new expenditures that would not nave occurred witnouf the 
ASDG* t h e y  Will have no beneficial impact on the GQN's I '  

I 
public finances. To tne extent that expenditures from the 
LC account Would have been made anyway from other 1 
government accounts, there w i L i  be a reduction in the cu- I 

i 
mulative buaget deficit from what it would otherwise have 1 
wen. i 

I 
Overall. the net present value of the reductions in the I 

t 
budget deficit will be greater than the NPV of the in- ' 

I 

creases both because reductions will occur in the early , I 

years and betause of reduced outlays from other government I 

accounts. I 

TO the extent that incremenfal expenditures from the LC a t  

account have multiplier effects on the economy, they will I 

generate some level of additional government revenue. Tu 
the extent that incremental expenditures from the LC ac-' 
count induce the production of crops and other goods sold 
on government account* there will be additional government 
raS;enue , 

To the extent that incremental projects or incremental i 
components of projects survive and rely on government re- i 

I sources after the LC account has been closed* their re- I 
i - current costs will add to government expenditures. If not 

offset by project revenues, these expenditures will ! 

increase the budget Ueficit. The interest earned on the I 
LC account will add to government revenue and reduce the: / 
budget deficit. 

AS expenditures are m a d e  from the LC account. and they I 

work their way through the economy, there uill be sec- 
ondary effects on t n e  balance of payments, as suggested , 
above. For exampler to t n e  extent that the LC account is -751 

t i ,  
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I 
1 
i 

used to purchase imported goods and services that wouid I 
I 

have been purchased anyway. there is no reduction of the ! 
favorable Impact of the dollar grant on the BOP- However, I 

to the extant that it is used to purchase imported goods 1 
and services that would not otherwise have been purchaSedr 
there will be an offsetting reduction of the favorable . 1 .  
impact of the dollar grant on t h e  BOP. t 

To the extent that expenditures from the LC account in- I 

duce increases in the production and export of goods that i 

would not otherwise nave occurred, there will be a further I 
I 

reduction in the BOP deficit. i 

on the otner handr to the extent that incremental expen- I 
diturss from the LC account have multiplier effects on the > 

economy, there will be an increase in the SOP deficit 
equivalent to the marginal propensity to import. To the, ! 

extent tnat incremental projects continue to generate re- I 

current costs after the LC account has been closedl a I 
i 

portion of 'them will be imports and will increase the BOP , 
deficit in later years, I 

In sum, the potential  benefits of the dollar grant on Niger's / 
international accounts and of the local currency account on its I 
puol ic  finances can be substantial* but they can be offset in a 
number of ways. The balance-of-payments benefits can be seriously 1 
undermined, for example. if there are large incremental imports. i 

Similarly, incremental expenditures from the LC account counteract / 
the initial public finance benefits. The question then becomes I 

one of knowing what these imports and expenaitures have generatea, I 

To determine the net impact of the ASOG, an attempt should be i 
made to estimate the value of incremental expenditures and of in- 1 
cremental imports since these will counteract the initial positive 
impact of  tne grant. The net benefit may tnen expand or contract r 
over time as expenditures are made and as irkremental activities ! 
succeed; or conversely fail, in generating marc ex-rts and; 1 

I 
greater government revenues. While t h e  ASDG Management Committee . 
secretariat's data on expenditures to date* examined in detail be- I 
low, is quite g ~ o d  and timely by most standards, there are gaps to : 

1 be filled and refinements to be made before a definitive assess- 
ment can be m a d e .  

111. PRELIMINARY ASSESSMENT OF LOCAL CURRENCY ACCOUNT IMPACT I 

i 
I 

The ASDG local currency (LC) accountt or counterpart fund, I 

came into existence with the deposit of the first tranche in Mar- : 
1985. A similar account for the Rural Sector Development Grant i 

- (RSDG), aaministered in similar fashion by the ASDG Management 
Committee's Secretariat, had already been in existence sine& 1986, j 
There seems to have been little difference between the two. For I 
the ASDGI project selection priorities were changed only in'the 
sense that funding recurrent costs of USAID projects in agricul- 
ture and livestock took second place to financing activities that 
contributed to the implementation of policy reform. The pr5macy 
of the latter does not, on the evidence, appear to have been re- 
spected. The consideration of projects for funding from the LC I 
account has tUrn@C! more on the state of readiness of the requests : 
and the ASDG Management Committee's judgment af their viability. I 

! 
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i 

Pressures are created by the very existence of the LC ac- 
count. Tne Director of Budget Finance, who chairs the Management 
Committee. comments that t h e  LC account is seen as being more 
readily available than most alternative sources of funding Eor 
grs~ects. His committee attempts to judge n e w  proposals O n < t h e i r  
merits, but since proposals are submitted serially, there is lit- 
tle opportunity to compare one possible use of the account with 
another. For the first three tranches of the ASDG, there was lit- 
tle attempt to apply cost-benefit or cost-effectiveness criteria 
to t h e  selection of projects to be funded. This changed beeore 
the departure of Jeffrey Metzel of the technical assistance .team,< 
who with colleagues rn the Ministry of Plan's DEPP, became more 
involved with LC account projects and began to analyze-proposals 
to the committee. We expected that this Rind of scrutiny w i , l l  
continua and be reintorced through Dr. Gonzalo Romero~ now as- 
signed to the Ministry of Plan's DEPP. 

It is difficult to say that t h e  existence of the LC account 
has improvea t h e  planning process for the investment of GOP(,funds, 
as the designers of ASDG seem to have hoped. Nonetheless. the 
process was definitely improved after the World Bank's. Structural 1 
Adjustment Program w a s  introduced. K t  w a s  recognized at the time 
that t A a  G(3M had little data on donor-funded projects and little 
basis for tracking or comparing them. The introduction of the In- 
vestment Budget (B.1.) itself in 1964 was a b i g  s tep  forward, and ; - 
the  development of  the Dossier-S.tandard for projects with help 
from MetZel ana others added to the government's ability to com- 
pare and meascre projects. 

Table 1. Details of Transfers ,to the LC Account 

1st Tranche 2nd Tranche 3rd Tranche 

Date of CFAF Deposit 3 March 198s 2 Jan 1986 I Aug 1987 
Dollar Amount %7.000t000 %9*500r000 $12*500~000 
CFAF Equivalent C8000) 3,323,250 3.544 r 925 3~800t000 
Less Sx for Trust Fund 166 . 163 177.805 190 t 000 

--------- --------- --- 
Net tb LC Account 3t157.087 3 r 367 r 120 3.6l01000 1 

I Interest through 3/68 121 . 588 256 r 430 110 .641 
--------- --------- ----- 

I 
Total Available ('0001 3,278,675 3~623,550 3 . 720,64l I +I 
Three Tranche Total 

Total Dollar Transfer $29r000t000 
SOURCE: Secrbtariat du Cornit& de Gestion 

In order to eXamLne the possible impact of the ASDG resoukce j 
transfer on the Nigerien economy, we need to see what amounts are 
involved and how they have been spent. The dates o f  the three 
ASOG transfers to tne LC account, the dollar and CFAF amountk, and I 
t h e  interest earned by t h e  account are shown in Table I. I 

'The LC account has been used for a variety of purposes. I 

Table 2 separates the projects it supports into six groups inclua- ! 
in& one for the operation of the Secretariat. Looking at the / 
groups in turn may provide some insight into the way in which ex-  I ! 
penaitures have been concentrated and the extent to which the ac- I 

count naa financed any incremental activity. I 
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I 

1 

I 
I ,  

t , 
i 

(In nillions of CFAF) I 
! , 

LCA Amount Amount Amount I 

No Project Title Au t nor. Released Spent I 

I 
I 

D. Nmw Componentr of USAID Projects t 

1 
4 Wilm L a W r a t o r y - X N R A N  (37 87 '9 

100 loo 190 15 Livestock Renewal (fLP) 
18 Wheat/Cowpea Seed 1APS) 131 131 133 
19 Improved Seed (APS) 80 5 bQS 805 I 

I 

28 Fertilizer Imports (APSI 272 272 272 
I .  
I 

23 Guarantee Fund (APS) 3 57 357 10 
24  owp pea R ~ ~ ~ U P I  IAPS) 270 268 268 / .  

25 hanet  Renewal CAPS) 500 499 499 i 
31 CB-5 C o w p e a  Seed LAPS) 530, 359 359 . j 

-- --- - I 
i 
i 

Sub-total 3 r 052 2,878 2t443 
I 

I 
t 

Percentage of Total 35. L 34.5 39,6 I 

t 
! 

E. Fansx/LC Costs of Other Donor Projects I 

I 

L7 Crop Protection 180 137 137 i I 
27 R u r a l  Cob- Drafting 170 53 53 
32 V f l l a g a a  Psultry-cCCE 43 43 (b) i 

---- --- --- I 
' i 
I i 

Sub-total 393 233 190 I - 1 I 
I 

Percentage of ~otol 4.5  2.8 3.1 

I 
F. Secretariat Operations 157 157 84 . 

Percentage of Total 1.8 1.9 1.4 : 
. ---1---1- --- I 

8 

TOTAL 8,691 8,332 6,165 I 
I 

Percentage of Total 100.0 LOO.0 100.0 t 
i 

(a) Total= may not add because of rounding i 
Eb) L e s s  than S 0 0 r 0 0 0  CFAF 1 

I 
SOURCEt Sacr&taria+ du Cornit& de GestLon 

I 
i 
I 

I 
I 
I 
I .  

i 
I 

3: 
ja 



u 
. . 

qr lablo d. LC; ~ c a u n t  ~ v a j e t  txpend~turer as o+ JU k4pr.a 1 <a) % (in-kiilions o f  CFHF) 
- - - - - - . - + - - - -  , : - L .. .I- .. ..- -- ... . & +  c - . . . . .  - - . ,  

. . . 

- -- --+- 

wuts 
crj 

LCfl a-+. ---- - ------- 
Project Titlr bb. Pws'l Tl'olnpg Enpen. Equip. (b) Conrtr, 5tudi.r <c > td) Total 

2 Niway Dept. Cle*lopnrenk 0 0 0 0 0 0 0 724 0 724 
3 Forertn5/Lnd U n  Plan 161 0 laC; 74 0 49 0 10 0 4 ~ ~ 3  
4 Ijbi 1s L ~ x w ~ ~ w ~ L I N R ~  --. - - 0 - - 0 - -  - -  1 - -. 0 . . o  . . 0 -  - 0  , ,  3 .  0 .  4. . -. 
6 Firgow hrimd.s- bev. 0 0 0 0 0 27 0 D 0 27 
0 RD Opsrrtions Svport 0 Q 0 0 0 0 0 0 0 22 1 
9 Secrstwiat X 3 24 3 0 0 5 0 0 71 

10 Ra Operations Stpport 0 0 0 0 8 0 0 124 30 124 
12 CJWE woforestq <el 0 
13 Wfr icwe Fish Pcnds 7 2 7 1 4  0 7 0 7 0 43 
15 Livestock Reneurl (XLP) 3 8 2 0 94 0 0 1 0 LOB 
16 Nigerien Entwpisea-ILO 39 6 49 43 0 1 0 e09 0 94 7 
l? Crop Protection 13 0 69 55 0 0 0 0 0 137 
18 UhrsatlCwqea Sed €FUJS) 0 0 3 0 128 0 0 0 Q 131 
19 Imprwsd Seed (ITS) (el 8lE 
20 Fertilizer Imporks < W S )  0 0 8 0 264 0 0 0 0 272 
21 Rq Mkt/R-ice Policy Study 0 0 I 0 Q 0 3 0 0 4 
23 Gu;r.i~t~p F d  GPS) 0 0 0 0 0 0 0 0 0 0 
24 Cwprra W~rr~vnl  W S )  21 1 162 49 36 0 0 0 0 268 
25 Peanut R m e ~ a l  (APS) 0 0 1 0 49a 0 0 0 0 499 
26 Firgolvn h t h  Sbdy 0 0 0 0 0 4 0 0 4 
27 Rural Code DraOting 16 0 19 16 0 0 0 0 0 53 
28 Oembau Perimeter Develop. 0 0 0 0 0 0 0 0 0 0 
30 PCN Recurrmt C s t s  2 0 125 11 0 0 0 0 3 141 
31 CB-5 Cowpea Seed (RPS) 0 Q 44 2 0 0 0 0 309 355 
32 Village PwltryCCCE 0 0 0 0 0 0 0 0 Q 0 
33 k a d i  Employme& Creation Q 0 0 0 0 0 0 0 0 0 *r 

34 kjdrogee1cqical Study 3 0 1 0 hl 0 1 0 0 5 
C-------131CI -------- --------------- - ----- - ------------- --------*---- 

30 1 I2 622 269 1,020 84 13 1,678 342 5,335 

Percent OF Total 5.6 0.2 L 1.7 5.0 19.1 1.6 0.2 31.5 6.4 01.4 

(a) Totals may mt add because of romding. 
(b) I n p i  e+itwr?s as follous: 

Livrstock R+neuJ < ILP): Livestock 
Mrab'Coupa kd (RPS) : Wheat (102?, Cawpea (26) seed 
f ~ r t i l i m c r r  Imports <FP5): Fertilrrru 
-a Renrval 1RPS): Fert i l raw 
h0ou.t R e n e w 1  W5): Peanut red 

1 (c )  " O t h e r "  mqxwc!kwon as follows: 
N i a  Dcpt- De~lap~nertk: Field aperations 
Nignrim M ~ @ ~ ~ s - I L O :  Guarantee Fund (1!X!3, ILO (609), Frris d'agence (40) 

(d) W ~ n c + s  not  ylt occwnted For 
Ce) No &eakdaRI iruilable - a  

I 
TjOLlRCE: Setrrtw iht du Comi t e  dc Ges ticn 
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Table 3, which i s  incomplete. attempts to provide a breakdawnj 
of each project's expenditures (through April 1988) by maSos Gate-: 
gory: psrsonnel, operating expenses, equipment purchases, .and so I 

en. T h i s  table allows us a preliminary look at types of expendi- / 
ture for all 25 projects taken together. Mare detailed ddts of 
this sort will be needed in order to determine t h e  extent ,to which; 
LC account expenditures have gone for imports as opposed to local i 
goods and services. I 

I 

Returning to Table 2, one f i n d s  i n  the  first group ( A )  con- I 
tributions to three major USAID projects that have been mdde in I 
lieu of GON counterpart contributions. These payments have taken : 
up a large but declining portion of LC disbursements. AS shown in: 
Table 2, they account for 31 percent of the ASDG LC Account expen-1 
ditures through May 1988. I 

I 

In the case of the Niamey Department Development project (12 ; 
perCgnt of total disbursements) expenditures have bean directed ; 
toward field operations. A breakdown by category was not immedi- 1 

ately available. The Forestry and Land Use Planning Projict I 
(FLUPP), wnicn nas received 16 percent of the total, has u s e  the j 
LC account for personnel, routine operating costs, vehiclesr I 

equipment and construction. A better-than-average proportion of 
its LC account expenditures --I4 percent-- have been for invest- ; ^  
ment purposes. As a consequence of its investment in vehicles andl 
equipment and heavy expenditure on fuel for vehicles, the,FLUPP 1 
project i s  considered to have used t h e  LC account m o r e  for imports , 

than have most other projects. 
I 
I 

The Agricultural Production Support Project {APS)  n a s  used I 
considerably less of the LC account for counterpart expenses, only: 
3 percent* concentrating these expenditures (89 percent) on rou- I 
tine operating costsr particularly venicle operation ana mainte- ! 
nance. A s  w i l l  be seen below. houavar. the  LC account has fi- 

1 -  

nanced a numberb of rrew components of the APS project so that it I * -  
nas actually benefitted m o r e  than either NDD'or FLUPP. 

A second group shown in Table 2 is counterpart for otber i 

donor projects (group 8) .  The other donors range from the World I 

Bank and UN agencies to Kuwait. The first ASDG tranche contained ; 
I 

353 million CFAF for a set of 28 rural development CRDI projects, 
which also benefitted, from the Rural Sector Devalopinent Grant, i 

ASDG's SS million predecessor. As shown in Table 3 9  no breakdown I 

of the disbursements by category was available as this was writ- 
ten. , 

I 

Another set of 17 rural development projects was funded under: 
the third tranche. fn this instance they were each identified in / 
the 1988 Investment Budget (B.1.) as receiving sums from the ASDG 1 
in lieu of GON Treasury counterpart contributions. Table 4 con- I 
taifis a list of the 17 projectsr showing h o w  much the LC account 1 
agreed to contribute and how much the donor intended to commit to 
each one in t h e  1988 fiscal year. The LC account counterpart is 7 , 

percent and donor contributions are 93 percent of the 1988 total. j 
I 

The fact that the amounts coming from t h e  LC account are in ' 
lieu of GON contributions from the Treasury is clearly shown in I 
Table 5. which lists the same projects and reveals the planned 

I 

i 
levels of GUM Treasury contribution to each one from 1986 to 1989,; 
For 1988 the amount is nil. At 490 million CFAF. the plann%a i 



a 4. LC Account ~ontrl ' fbutions to Other Donor Projectsr 1988 
I 

I 

(Xn millions of CFAF) i 1 
i 

S m  X .  a-X. 1988 1988 ~0fi&r{,~ 1 
No. Titla LCA DOSQ~(U) Nan-( +I : .  

1804 TP~QUI Productivity Project 
3002 sPoXl RD Operations 
3012 N'Guigmi Integrated Developm't 
3026 E l m e l e i  Irrigation Development 
4023 Kourani Baria Perimeter 
4072 Perimeter Rehabilitation 

111 Sub-Total Agriculture 

1009 Emergency Vaccination Campaign 
Z O O 1  Canter-Eart Niger Project 
2016 Doll01 Boss0 Ag-sylvo-pastoral 
5001 DamWu Dairy Perimeter 

i 
GTZ 
f r i ~  

LINDP/UNEF 
Kuwait 

112 Sub-Totel Livestock 82 1.238 L 

1002 Gao Doe-  Project 13 ~2 UNSO/FAC/CC~E 
X 0 0 3  Boreholm Plantations 1s 35 ~witzerlat$ 
1094 Tahoua Greenbelt 15 0 UNSO 
1005 Niamey Greenbelt Extension 17 29 UNSO 
1006 Bilma Palm 8erd Barrier 2 98 UNSO 
4421 ~isnerieo Development 1s 0 UNDP 

I ----- --- 
113 Sub-Total korestry/Fisheries 77 214 c : i 

I - 
2009 SOU Water Points 120 451. ~uurrit /~@k& 

---- -- 
i 

sub-~otal Village Water supply 120 451 [ 
--- -- 

I 
TOTAL 4456 6 1271 

---- -- 
~arcentrgr Agriculture 40.1 69.7 

L 

Pvrcentage Livrotock 17.6 19.7 
Percentage Fsrastry/Fifheries 16.5 3 -1 
Percentage Village Water 25.8 7.2 

----- I --- 1 

Total 100.0 100.0 - ' .  

(a) Tozals ray not adci because of rounding. 
I 

SU03CEr Ministere du Plant "Programme des Invrstissements de l1Eto+{ 
2988-XS90 et ~udget d1Xnveat1eeement 1988." Septwbre 1987. 

I 

I 



I / I  
I -- .- _ . ._____.__ - -  

'sabi6' 5 .  Treasury Budget for Selected Projects, 1966-1989: 
I 

(In millions of CFAFS i 

B, I, 1986 1987 1988 1989 ! I 
Tltlr Planned Planned Planned ~lknned 

T e m a  C r o ~ r r c t i v i t y  project 23 o €2 o 1 
Small RD Operations 0 0 0 0 i 
N'Gulgmi Xntrqratmd Developa't 8 o o 
EImrlsl  frrtgation Developm-nt Q 0 0 

i 

Kourrnf Barla Perimeter 89 175 0 
* ; 
0 ,  

Pmrfrmter Rehabilitation 55 7EI o z0 1 
----- --- -- -- --- I 

sub-Total Agriculture 166 253 0 25 1 
i 
i 

Enrrrgmcy Veccfnstion Calaprign 0 38 0 0 
center-c aft Niger Project 10 10 o 0 i 
Oellol 8osrro ~g-rylvo-pastoral 0 0 0 10 / 
mmbou Dofry Psrfimeter 8 67 o O : --- -- ---- -- I 

4 
Sub-Total Live~tocK 18 116 0 lo , 

G r o  O o r r a  P r d m c t  11 16 0 a !  
5orrhole Plantations 0 IS 0 0 I 

Tahoua Greenbelt 0 0 0 0 i 
Niamey Greenbelt Extension 0 20 0 0 '  
Bilma Palm Sand Barrier o o 0 .  o 1 -  
Fisheries Development 0 0 0 0 : 

I---- ----- . I --- -- I 

I 

Sub-Total Forestry/Fisherias 11 5 1 0 0 I 

! 
SO0 Water Points 60 70 o 0 : i  

--- -- -- - ' i 
j 
t 

Sub-Total Village Water 60 70 0 O :  
---- ---- ---- I- I 

TOTAL 255 490 0 35 1 

Percentage A ~ r i ~ ~ l t ~ r e  65.1 51 .6 - 71.4 I 
Percentage LivartocK 7.1 23.7 - 28.6 i .  
Percantage FBfertryJFi8heries 4.3 10.4 - 0.0 . ; 
Percentage Village Water 23 5 14.3 . - 0.0 I 

---- ---- I_-- - I 

Total 100.0 100.0 - '100*0 1 

SOURCE8 Ministere du Plan. "Programme des Znvestissement~ dm 1'E i 
1988-1990 et Budget d'Investissement 1988." Septembre 1987 i 

i 
I 

I 

t 

i 
I 



T m b a r  6. Rural Development i n  t h e  Investment Budget, 1985 - 1989 I 

, . 
(In millions of CFAF) 1 . 

i 

1985 1986 1987 ' 1988 '3989 ; 
Actual Actual ~ctual Planned Planned . , 

Rural Development I 

1 

Agritulture llr142 16,225 14,987 28.240 28.750 : 
f ivertock 29212 2t695 3r212 5,277 8,OSO ' 
Forontry 1 s  526 1 r SIS 2.383 2.518 St175 
nicro-project a o 035 

! 
183 2,2t9 2t300 

I 

RD Sub-Total 1 4 ~ 8 8 1  20t869 208766 38.254 441275 1 

8.f. Total 52,541 61,490 59,994 A 0 3 9 3 3 8  1159000 1 
I 

RD Percent of Total 

GON 

Rural Devslopaant 
Agriculture 
Livestock 
Foresxry 
Micma-preJecto 

Treasury 

4 

34 3s 37 39 
I 

Contributions to the 8.1. 
I 

1986 1987 1988 1989 1 
Actual Actual Planned Plannad i 

282 7 74 348 
i 

57 184 52 I 
I 

34 204 13 I 

0 56 0 
i 

RD Sub-Total 969 373 11218 413 

' 4  

Treasury T O + ~  5,313 39812 4,812 6,650 7,116 

I 

RE) Percent of Total 18 10 25 6 

(a) Figures for 198St 1986 and 1987 do not agree wath total6 foun : 
Table 5 aven though derived f r o m  tno same documents. Thm f f  i 
ebove were taken f r o m  summary tables on pager 36. 45 ,and 69 1 
P h r  source documents for 1985, 1986 end 1987, rerpectivaly. j 

SOURCE: Ministere QU pian, Direction du Financement G e r  inv~stia; ' 
ments. "Etat QtExecution du Budget dkfnvestirsementr Gestio j 

I 

I 

, 

! 
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466 million CFAF in disbursements from the LC account intended for 
1988. 

The fungibility of Treasury contributions to the B.1. is E i l ~ $  

revealed in this instance. W e  learned that the Ministry of Pi- j 
nanca set a cap on the GON contribution to the 1988 B . I t  at 6r650 
million CFAF* which fell about 600 million short of the minimum 1 
figured reached after hard bargaining between the Ministry of Plan: 
and the technical ministries concerned. The ASDG LC account was a; 
ready source for about three-quarters of  the shortfall. but since , 
it waa reserved for rural development activitlest all the ,proJectq 
to be financed had to oe i r ~  that sector. I 

I 
I 

This clearly liberated some intended counterpart funding for 1 

other projects in otner sectors. That it did so is shown'in ~ a b l d  
6, which reveals that the rural development portion of the GON 
Treasury's contribution to the B.S. was expected to fail by two- , 
thircls in absolute terms and from 25 percent to 6 percent in per- 1 
centaga between 1987 and 1988. The decline in the amount and per- 
centage given to rural development from 1985 to 1986, when the : 
first tranche was used? indicates that the same thing happened in ! 
that year as well. 

At first look. it would be difficult to maintain that the i 

funds given to the projects in groups A and B of Table 2 are fi- j 
nancing any incremental activity since these were all on-gaing 
donor-assisted projects for which GON counterpart was lacking- Itx 
is possible. h o w e v e r ,  that the availability of the LC account al- I 
lowed the creation in other sectors or even in the rural sector o i  
new projects that would not otherwise have begun. Given almost 1 
complete fungibilityt there is no way of knowing. This might havec 
happened in 19B6.  Tabla 6 clearl!~ shows a faltering of Treasury ! 

contributions to the B.I. as a whole in I986 compared to 1985. fn 
the later year a constraint was evident. In the absence of the LC - 
aceeunt, the GON might have been obliged to postpone some new 
starts. The existence or the account may have allowea it to avoid 
the choice and make t h e  starts a n y w a y .  There is really no way to i 
tell. 

i 

For convenience's sake. we will assume that sroups A and Bt 1 
making up 38 percent of disbursements, represent no incremental I 

activity and therefore detracted in no w a y  from the beneficial ef- 
fect of the resource transfer on Niger's public finances.: I .  

I 
L 

I 

Returning to Tabie 2, we find that 18 percent of disburse- I 

ments have gone to what may be called solely funded neu projects.,! ~ 

Two of these projects are in fact small studies. Two other are 
being implemented by NGOsr as inbicated in the table. The doai- i 

nant project by far is the so-called OPEN/BfT project, an effort i 
L to promote.smal1 private enterprise that i s  being implemented by 

the ILO. As seen in the notes t o  Table 3 r  over 600 million CFAF 
is M O Y n  in the accounts of the Secretariat as going to the i t O .  I 

I 

i 
None of these projects appears in the Investment Budget. be-'  

ink subsumed under the line item for the ASDG. We may assume that' 
t h e m  projects would not exist without the LC account and there- 
fore that they represent incremental activity. In their case, tn& 
ASOG is funding new activity. not relieving budget and balance of! 
payments constraints. 



Almost 40 percent sf LC account disbursements have gone to 
n e w  components of U S A I D  projects. The a c t i v i t i e s  al'e found in . 
group D in Table 2, 

i I 
The amounts authorized and expended for the first project in j 

group D -- the INRAN soils laboratory -- should be examined w i t h  
care. This project, along with NDD, the Firgoum perimeter and the ' 
first RD operations support project, all received LC account fund- j 
ing from the Rural Sector Development Grant as well as the ASDG. 
These two sources are sometimes combined in Secretariat reports. 1 

For our purposes here, we are concerned only with the amounts com- j 
i n s  from ASDG . 

I 

Group D includes one project, t h e  guarantee fund. which is 
I 

directly supporting the implementation of policy reform uncIer 
ASDG. The fund is deposited in a commercial bank to guarantee , 

. loans to cooperatives, when a portion is set asiae to guarantee a i 
loan* it goes into another account in the same bank and earns in- I 

tereat at a lower rate, perhaps six rather than eight percent. 
Thus funds lzontinrxe to accrue to the LC account. Except for cases ! 
of default9 where the guarantee fund would be drawn upon, the only 
cost i s  the interest foregone. r 

The bulk of tne disaursements under group D went to purchase I 
l ivexstocKI fertilizer or seed. as shown in the notes to Tablle"3. 
The fertilizer purchase is certainly l inked  to the ASDG poi5cy re- ; 
forms since it was maae with the intention of generating operating 1 
capital for the Centrals d'Approvisionnement (CAI, the lack of 
which had condemned the organization to a precarious hand-to-mouth j 
existence for years. Operating capital makes sense for +he CA if 4. 
it is to continue to pray a role in input supplyt and the policy 

i reform i n  th is  domain aid not exclude a smaller role for  the CA in 1 
input distribution. 

1 
It may be advisable for the C A  to continue to serve aa .a re- ;i 

t cipient of donor-provided fertilizer, as a subsidized fertilizer 
storage depot and as a wh0leSaler to private traders, Even'so~ it I 

is supposed to be autonomous, freed froi government Control. Cre- ; 
ation of the operating capital account required Ministry of 'Plan 
supervision. This seems to be a retrograde step. The CAI as an I 

independent entity, whether nominally owned by the UNC or not, / should manage its own account. Its governmental character and in- ; 
ability to operate on business lines were a severe  handicrp.in t h e  ; past. The channeling of the fdnds generated from t h e  sale of fer- , 
tilizer into a government account have not helped to cut the link- ! I 
age. 

The various seed procurement efforts are not directly related j 
to policy reform* which aims to move the later stages o f  see4 mul- i 

tiplication into private hands* leaving the government to inspect 
and cerrify seed but not to control prices. The s e e d  procurement, 
activities were oriented toward making seed available after the I 

bad harvest of 1464. A s i d e  from the saga of the imported CB-5 
cowpea variety, which suffered severe stress and did not adapt I 

I 

well, the other efforts were focused on local procurement and have I 
raised same questions about the roia of 9 1 ~ ~  who could ohoorm I 

whom .they bought from and at what price. ff anytt&'rinar tha onr- i 

tine distribution of seed of varying quality and appropriateness 
i 

nay have undermined farmers' confidence in the  government as a 
source of good seed. If so, this particular use of the LC accaunt 
may nave countered. rather than helped* policy reform. i 

I 
:r Tf 
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i 

In any event, USAID  is the best judge of whether t h e s e  ! 
components of on-going p r ~ j e c t s  would have been initiated in the 
absence of the LC account. Funds might have been found elsewhere 
for livestockl seed and fertilizer procurement in the aftermath of I 
t h e  1984 drought year but the LC account was used because it was I 

I 
readily available. We cannot determine if this was iri fact the i 

case. For convenience we consider all of t h e s e  activities to be , 
incremental, sdding additional resources but not alleviating 'pub- 
lic finance ana balance of payments difficulties. I 

The final group in Table  2 is group Es projects supported by i 

other donors for which the  LC account paid some foreign exchange . , 
and local currency costs. These expenditures were not in lieu of I 

GON counterpart funding. A major expenditure for t h e  crop protac- 
tion project was procurement. operation and maintenance of crop ! 
dusting aircraft. We will assume t h a t  these were incremental, ac- 
tivities. TO tile extent that imporrs were involved, there wis no 

I 
i 

balance of payments relief. I 
I 

In sum. we find that groups A anQ B appear to be non-incre- f 

mental, while groups C9 D and E seem to be incremental. The oper- ! 

ation of the Secretariat ( F l  would be incremental as well. That i 

divides expenuitures as of 31 ~ o y  1988 as follows: 38 percent: 
(2.343 million CFAF) nun-incremental and 62 percent (3.822 mi'llion ! 
CFAP) incremental. Certainly these very rough estimations can be i 

I 
improved over tne next few months as the first phase of A S P G ' ~ ~  I 

completed. At the same tiate, it would be worth making further ex- ; 

amination of expenditure data to d e t e r m i n e  what percentages went 
to imports and to local procurement. , I 

i 
A final comment on t a b l e  2 would be that it reveals the  very I 

heavy dependence of USAXD projects on the LC account for counter- I 

part funding and for  n e w  components. Seventy percent of disburse- 
ments have gone for these purposes. T h e  more dependent the USAID 
program, +ha heavier the  pressure to release.new tranches of ,the i i  

ASDG. This is without taking into consideration the missioni& ! 
needs for the Trust Fund, generated by taking 8 percent from each 

I 
new tranche. Nor does it takes into account the pressures that 
may come from American NGOs who depend on the LC account for 'their 
projects. ~ l l  of these interests will remain hostages to GON c o m -  
pliance with ASDG conditions. unless changes are made in t h e  .see- 



Table 7 .  Investment Bud 
A C ~ U P ~  RD  expenditure^^ 

(In millions 

LOANS 

Do8ra Rural Development 
Mor~Qi Rural Development 
Rural Developmenr. Project 
Pmrimrtar Rehabilitation 
Small RB Operations 
A$. Sector Strategy Studies 
Plaradi Rural Dev. I f  
MtBrra i  Rural Development 
Rural Devrloprnent Dosso 
Gaya Fruit Project 
Animal Traction 
Perimeter Rehabilitafion 
Zinder Rural Development 
Koureni Baria Irrigation 
Yelewani Irrigation 
Konni IZ Xrri@atien 
Konni If frrigarion 
Dallol Ma0uri Irrigation 
Oaaio Creation/Rsnovation 

Donor 

IDA 
I D A  
IDA 
IDA 
IDA 
IDA 
IFAD 
CCCE 
CCCE 
CCCE 
CCCE 
CCCE 
CCCE 
ADB 
BOAD 

PKOEA 
OPEC 
OPEC 
1 DB 

Sub-total Agriculture 

Niger Center-East I D A  
Tamesnr South CCCE 
Modern Poultry Production BOAD 
Deimbou Dairy Perimeter BOAD 
orougnt Eaergancy A i d  1 Dl3 
Dmmbou Betry Dairy Perim . OPEC 
Abattoirs Agad~z/Zlnder/Ni~eyAl~eria 

Sub-Toto1 Livertock 

Forertry Project IDA 
Gao D o s o o  CCCE 
Forestry Project CCCE 
AquacuLture DeveLopment CCCE 

Sub-Total Forestry 



1 

.I 

Table 7 {page 21. Investment Budget 18 .1 . )  
I 

Actual RD Expenditures, 1985-1987 I 

I 

Agaaaz Garden Wells CCCE - 90 SO ! 
i ----- --- --- 
I 

Sub-Total M i c r o  Projects - 90 50 

---- c--- _U_ I 

TOTAL LOANS 3,368 6,022 5.730 
I 
I 

IZn millions of CFAF) 

GRANTS Donor 1985 1986 1987 

Ag. Proauction Support USAID 922 
Niamey D e p t .  Development USAX D 67 S 
Ag. Remarch Support USAID - 
PDI Tara USAID - 
Xmproved Se-d Securi f Y USA1 D - 
~g . Sector G r a n t  USAX O - 
K a ~ a i g ~ r e u  Irrigation FED 340 
Dayaery Irrigation FED 537 
Modern Rice Cultivation FED 250 
Zinder Rurol Development FED 16 
A i r  Valley Development FED - 
Training of Rice Farmers FED 25 
Tlllakaina Perimeter FED - 
soil Conservation FED - 
C o w p e a  Introduction FED - 
Kirtachi Perimeter FED - 
L a t e  Perimeter FED - 
Small-scale Irrigation FED - 
D~mro Rural Dev~lopm%nt FAC 49 
Dry Season Crape PAC - 
ZdnQer Rural Development FAC ' - 
Maine-Sossa Palmr FAC - 
Gatawani-Dole Perimeter FAC - 
Periaetrr Rehabilitation KEW b - 
Seed Farm Perimeter Belgium 80 
Say Renobfr,itatlon Belgium - 
B i f f a  Rural Deveiapment CI DA 271 
C r o p  Protection CIDA 429 
Micro Prefects C I D A  126 
Tahoua Productivity Proj. GTZ 280 
Crop Protection GTZ 392 
Teloua Dune Protection GTZ 171 
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Table 7 (pa&= 31. Investment 
Actual RD Expenaitures, 

A i r  Rural Roads GTZ 
K d t a  Xntegrated Develop. Italy  
RehabiZLtation Damergou Italy 
TdasuLrfrg Irrigation China 
Niger Fertilizer Project F A 0  
FORPROSA F A 0  
6%0 Doaro Project uNSO 
Ag.  Equipment Research UN SO 
Bikme Intesrated Develop. UNEF 
mto-pertosol Statistics UNDP 
Bilrne Integrated Devel. UNDP 
Nguigmi fntesratad Project UNDP 
HIM0 Brigadem UNDP 
Keita Sntegrated Develop. WFP 

Budget (B.1.i 

--- --- -- i 
! 

Sub-Total Agriculture 6,143 10,814 11~264 

*See note8 at end of Tabla 4 

(In &illions of CFAFB I 

GRANTS Dorror  1985 1986 1987 I 

Integrated Livestock USAID 1,325 lr014 442 
Liveetock Feed USAID - 41 - I I 
Peri-pneumonia Eradication FED 63 75 155 - N o m a d  P ~ p u l a t i ~ n  Settlement FED - 87 , 
Tahoua, Maraai Abattoirs KfW 1 r 24X 73. - I <  

Tamasno south r~ AC 26 9 22 
i ' 
i 

Poultry Tech. Assistance GTZ 94 45 le 
Agro-sylvo-pastoral Project GTZ - - 373. 
Laboratory Extension UNDF - - 4 
central L P ~  Extension FAO - 10 9 I 

Improved Forage Crops F A 0  - 44 - 
Farm Poultry UNEF - 65 164 I 

Central Lab Extension UNEF - 97 7 
Drought Emergency  id (a1 I D B  - 400 - 
Rural Code Drafting (cf - - 13 I 

----- ---- --- 
I 

t 

I 

Sub-Total Llvattock 2,749 l,a73 lrl12 
I 

I 
I 

I 

I 

.. '-Z 
.-). lL? 
,;-Pb 

I 
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Table 7 Ipage 4). Investment Budget ( B . I . 1  i 
Actual RD ExpenQi tures* 1985-1987 

; 
Forertry/Lana Use CFLUPP) U S A ~  D 682 400 628 

USAID - f - Nrrar i  Gounpou Fishery , 
FED - - 83 " Hunger Campa Lgn , 

Geo Dauss Project FA& - S - I 
I 

F A C  - 5 8 Forestry ProJect 
Aquaculture Develognent F AC - - 61 
Natural Porrrt Dev-lopment K I W  - - 8 I 

Boranaim Plantations Switz. 32 56 26 
~arlsl n~ouri Palms Switz. 29 SO 23 . 
Teroua Duce Protection GTZ - - 26 i 

F A 0  
I - - '1 1 Fishery Development I 

F A 0  - - 61 Dune Fixation 
Fisherman Training UNICEF - 8 ,I4 

1 
i 

Tahoua Greenbe 1 t UNSO 44 34 61 
Niaauy Greenbelt UNSO 25 34 58 

! 

Bblma Palm Protection UNSO 130 218 - i 
Goo Doroo P r o  joct UNBO - 7 64 I 

Palm Protection Against Dunes UNSO - - 105 
Fishpond Development Stuuy Belgium - - 4f 
~ i r  Wildlife Protection I UCN - - 35 I 
Firnorier Devalopmrnt UNDP 85 96 1 

I - Famine Prevonoion (Cl 85 - t 

G r m a n  Ancrage Cc 1 - - S4 ---- --- --- 6 

I 
Sub-Total Forestry 1,927 lr050 1r967 

i 
I 

(In millions of CFAP) 

GRANTS Donor 1985 1986 1987 ! 
I 

Micro Projects FED - 195 .77 I 

M i c r o  Projects FAC - 11 I _ i .  
I 

Micro Prodacts C IDA C a 1 139 CaI 
----- --- - 

sub-~ota~ Micro projects - 345 .f7 
I 

t ----- -- -- 
TOTAL GRANTS ! 

9,919 14~082 13,820 I 

I 

TOTAL LOANS 8 GRANTS L3r287  20,104 f9r5SO 

Lo) MICW projects included under Agriculture in 1985 8 1987 
( b l  Lieted a8 a %rant but carried Undrr loans in  rmport t I 
(c) "Under negotiationM; donor not named 

I 

1 '  ' 

SOURCE: Mini~t&re du Plan* Direction du Financement des ' I 

Xnvesfierements,  EL?^ dlEx&cution du Budget d'Investis9eaentt , 
Gestion 1986 (Janv. lSr27)~ Gestion 1986 IJanv. 19871 8 Gestion 

I 

1987 (Janv. 19881. 
I 
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POLICY REFORM AREA: CEREALS MARKETING 
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i 

TABLE OF CONTENTS ! 

L 

i 
1. DESCRIPTION OF THE POLICY RATIONALE 1 

A. Problems I , 
1 1. Ineffective of f ic ia l  producer prices 

2. lneffectiva price stabilization 
I 

1 
3. H i g h  cost of OPVN inter van ti oh^ 2 t 

3 4. Poor circulation of information 
8. Solutions 3 , 

3 1. Abandon nation-wide official prlces 
2. Institute a tenders/bids sysrem at  OPVN 3 

I 

3. Liberelize groln movement and trade (3 i 
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POLICY REFORM AREA: CEREALS MARKETING i I 1 
j I 

I. DESCRIPTION OF THE POLICY RATIONALE 

I 
i 

ASDG designers identified four major problem areas in cereai 1 

marketing. This section provides a brief economic/food poliey 
! 
I 

analysis for eacn one. I 

I 

1. Ineffective ofilcibl producer prices 
I 
I 

The official policy of farm income support was ineffective I 

for a number of reasons: in some years, the official price uas 
below free m a r k e t  grain prices in the areas where transactions i .  
took place. Further, even when official prices were abuve market  j 
levels, the lateness of OPVN purchases meant that traders, rather : 
than farmers, who  had already sold most of their surplus grains 
would actually benefit from the policy. 

I 

It is important to recognize at the outset that- officiil 
1 

prices were never meaningful in a "nationai" sense. Given Niger's ! 
climatic conditions and production patterns, official prices could ! 
Only be above market levels in certain areas (southern zones) at 
any point i n  time. Conversely, official consumer prices could only / 
be belaw free market levels in certain areas (northern/deficic 
zones) at some point in time. National prices were therefore I 

uniform in level but not in application. 
I 

I 

The potential consumer surplus from buying at the official 
rather than market rate was greatest in deficit regions or famine , 
periods, which appears "sensible". However, the potential rent I 
derived by selling at the official rather than market price was i 

i 
greatest in the most productive and favored regions, which was 
less advantagaous, from a social policy point of view. 

2. Ineffective price stabilization 

ft is true that when the marketed quantity of a commodity 
represents a small proportion of domestic production public inter- : 
ventions on +ne market can have noticeable price effects, espe- 
cially if the demand for that comnodizy is price inelastic. ! 

I 
However, the price effect of OPVN interventions was diluted 
because : 

I 

- ( i l  non-official cereal marketing was large compared I 

to official purchasesa, and. 
- 6 i i j  the size of grain movements from northern 

I 

Nigeria represents in some years a very large share of 
total Nigerien grain exchangesx. 1 

i 
A s i d e  from the actual extent of OPVN price stabilization, one I 

snould note that under conditions of uncertainty in production and r 
wide price fluctuations, such a policy objective tends to favor I 

I -.-Ad 

I Depending on yearly production. marketable grain surplus may top 
350.000 tons p.a. 
2 Shortfalls in Nigerien domestic production can be partly made up 
through imports from northern Nigeria (150.000 to 2 0 0 . ~ 0 0  tans 
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/ 

consumers rather than producers of hasic staples, Basic commodiry 
price stabilization is advantageous to consunere. rho buy their / 
entire fooQ requirements out of relatively fixed budgets. On the j 
otner hand, price stabiLization tends to destabilize and redis- I 

tribute farm f n c o m e  derived from marketable surplus. The reascn is / 
tnat in good years prices fall because farmers try to maintain ' 

revenue by selling larger quantities of low-priced cereals: This 1 
is all right since in these years narRerable surplus is abbndant. 
In bad years, marketable surplus is limited, but the rise in unit j 
prices would normally neip farmers meet revenue objectives.Erom ' 

I rcducea sales. 1 
Some of the most crucial cereal policy issues may be summa- i 

rized as follows: 
I 

1 - In good years prices Pall so much that even with I 

increased sales farmers may not be able to meet monetary - I 
revenue objectives. This is possible i f  demand is very : I 

price inelastrc, as 2s usually the case for basic staples- 
I - In bad years prices rlse due to a scarcity of marketable I 

I 
surplus. Xn fact, when demand is rather price inelastic, an i 

i ' increase in price lcacis in the aggregate to a proportion- 
ally smaller uecrease in food consumption, but it Uoes 

I 

I 
involve a sharp incrsase in the food b i l l .  Overall. this 

I 
means either a reallocation 0 5  consumer income from the . , 

, 
non-food to t h e  food part of the budget, or a global i 

decrease i n  consungtion. For consumers already "at the mar- I 
I 

gin" food demand may fall below "acceptable" levels. 
t 

- Finally. if Euod aid leads to an infusion of large quhn- i 
tities of cereals on domestic markets, its impact on arbi- i 

tragers and on producers* incomes is negative  small quan- 
I 

tities of marketable surplus are no longer offset by higher I 
per unit m a r k e t  value). . I i 

I These are genuine. complex Food policy issues, but commodity 
price staairization cannot be more successful in Niger than it i s  
elsewhere. The first issue (higher and more stabre farm incomes) I 

can only be solved through increases in farm productivity, diver- i sification of production, more local transformation of domestic ! 
coo4 staples, anQ more efficient marketing S y S t a s r  which ,are 
indeed fundamental ASDG goals. 1 

I 

Addressing the second issue involves among other thiqgs, , 
direct fooa assistance programs to carefully selected target I 

groups (including use ot food aid), upgrading ot income-earning j 
ability (education. healthlt and more efficient marKeting'systems.~ 

1 

I 

3. High cost of OPVN lntervenr~ons i 
1 

! 
Through sub-optimal timing in its interventions. OPVN had i 

limited effectiveness In farm income support and price stabiliza- j 
t ion; t h e  Dasic praolem was that t h e  Office oftan oousht and sold 1 
cereals at the "wrong" time, and from the "wrong" people, c1.e. i 

buying long after harvest time+ from traders rather than produc- ; 
ers, for example). OPVN w a s  also lncurrlng large deficits. T h e  
Office w a s  to use t h e  margin Between purchase and resale prices t e  
cover most operating costs, but this margln was too narrow com- I 

I 
pared to transaction, transport and storage costs. The  narrow size- 
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pear both i n  favor or producers and consumers, and was mostly be- I 

yon& OPVN control. 
i 

4. Poor  circulation ot 'Q;,lat.. n~ I 

Information on gras. ,,ailability and pric?~ aid not circu- t 

late well in Niger, which had two main Gffects: ti) it raised ! 
transaction costs, and (ii) it hampered fa ir  competition and'mar- 
~ e t  efficiency. TO the extent tha t  QPVN managemeat madl suboptimal. 
decisions for L a c k  of better information, t h i s  c3n%?ibut@d both to j 
budgetary d e f i c i t s  and to skewing the  distribution of benefits I 
derived from OPVN interventions. 

I 
1 

Another effect of poor market information was that the impact ' 

of food aid an farm income and domestic production incenfives I 

could neither be correctly anticipated nor well underatead. . 

I 

a. Solutions 
. ~ 

I 

Cereal policy reforms prescribed under ASDG fell i n t o  four I 
I 

categories : 

I 

1. Abandon nation-wide official prices I 

Although triey dsd not discuss in detail the counrerpracluctive I 
effects of uniform national cereal prices* ASDG designers p r k -  I 

scribed the removal of this practice. 

2. Xnstitute a tenders/bids s y s t e m  a t  OPVN I 

Once uniform national prices were no longer offtcssl ly Pind- 1 

ings an obvious way of reducing OPVN deficits was to have lower !L 

cereal ecquisrtion eosts, anc! more efficient grain sales. The ten- 1 
der and bids s y s t e m  was expected to allow this, wnile increasing 
competitxon among large cereal traders. Ln fact ,  +he tender and , I 
bids system could theoretically come to include cooperatives. 

3. Liberalize grain movement and trade i 
I 

It was felt that the fiberalization of grain movements and 1 

trade would contribute much more to market efficiency Caecreasing I 
marketing costs and thus matginst, support farm income and stabi- 
lize grain prices, than official policies ever could. A decrease : i n  transaction costs would in fact Ds the only way to provide 
simultaneous economic gains to both producers and consumers. 

I 
\ 

I In a d d i t i o n  to the removal of  uniform national prices and , 

state monopolies, this was to be sought through a better integra- 1 
tion of cooperatives into the marketing and g r a i n  storage systems. , . 

L 

4. Collect and publicize grain prices t 

This uas to lead both to a better understanding of the way 
m a r k e t s  worked tincluding motivations and strategfes of p r O Q U C e r S ,  
intar~ediaries* consumers). and to increased eEficiency and compe- , 
tition through better lnformarion at all levels. A better Rnoul- 

I 

edge of prices was elso considered essential for tne preparaFion 
of QFVN tender dOCUmenTS and re improve purchasing practices. :--y5C f fy\ 

Pa? *\-, > 

" I 
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I 

I f .  POLICY REFORM EXPERIENCE I 

This section of the report shows the translation of ASDG 
ODjectIves into policy reform objestlves. and examines the extent j 
to which they were implemented. 

The issue or exogenous factors 1s introduced at this level. ! 
This assessment Is not meant to Be a direct beEore/after compari- I 

son of certaln indlcbtors because we don't believe it is possible 
to sort out after the fact effects due to ASDG and effects due to j 
other factors. ~n other words, taking the "partla1 derivative" of ! 
a key variable w i t h  respect to ASDG appears pointless. Our way of i 
integrating exogenous factors is to show how they influenced pol- 

l 

icy reform implementation. This approacn reduces the number of i 
"relevant" exogenous factors to a manageable number. and makes 1 

i 
each one more tractaole to analysis. 

! 

; 
&. Conditions precedent 

1. AbanQon National official prices I 

Tnis policy reform objective was to "abolish uniform national , 
pricing for cereals". Ia fact* this was understood to apply only 
to millet and Sorghum. The only orher major cereal for which ; 

prices were set by tb government, rice, wss nox included in the 
analysis. I 

2. Tender and bids System / 
i 

The specific reform objective was to establish a system of I 
tenders and bids E a r  QPVNts sales and local purchases of grain to 

L i i enable cooperatives and private traders to participate fully in 
the marketing of groin. Proportions of OPVN transactions done 

I 

! 
through tenders and bids were to increase over time from 20% to 
50% Of total. 

3. other Measures 
! 
I 

In the previous section on " ~ o l u t i o n s * ~  we indicated that ASDG ! 
designers had recommended the liberalization of grain movements ] 
and trade. and the coliaction/diffusion of grain prices. The ex- 
tent to which they w e r e  implemented is therefore alaa discussed in ; 
the following section. 

Q. Actual i m ~ l e m e n t a t i a r ~  I 

I 

L . Abandon uni form cereal pri cea ! 

I ' .  
Uniform, nation-wide millet/sorghum prices were not offi- 

cially set after 1985/86. The Nigerien government's decision to , 
romove official prices (or ratner, abstain from issuing new ones) ; 
demonstrated S ~ ~ C e s S f u l  management of the difficult exogenous 
weather factor: two successive good agricultural years have kept 
f a r m  level prices at very low levels since 1985. There has been, I , 

, .% [' 
3t.J , 

C I ' t  
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I 

I 

and remains, some polirical pressure to take ac+ionf. on the other; 
hand, favorable weather has allowed the government to avoid diffi-, 
cult choices regarding consumer price levels. I 

In any case, the question of official prices deserves some i 
elaboration. Let us first consider producer prices. 

I 

what actually happened is that the definition of official 
prices evolved both conceptually and politically.-PreviousLy, the j 
attitude had been that official purchase prices were "binding"; I 

the state stood in principle ready to Support producer prices and 
incomes by buylng cereals from anyone willing to supply them at : 

the official price. Among some, a more extreme view was tuat the 
state should also try to prevent transactions from taking place at! 
lower levels, Over time* this attituds became tempered to :the ex- 
tent that instead of setting natfen-wide, firm, and supposedly t 

i 
binding purcnase prices, the government of Niger announced 
"indicative'', intervention tnreshald prices. These are levels  m- ' 
low whicn the administration feels producer prices should not 1 

£allt and which constitute both a trigger and lower bound  far OPVN; 
purchases. Such prices are, therefore, much more akin to market 
objectives than to lawful, enforceable parameters, as used to be 
the case. 

I 

L e t  us now consider consumer prices. I 

Official consumer prices have generally been less of an I 

issue; there are several reasons. 

Firstly, official producer prices were annually set by minis-: 
terial aecree and widely publisheat while consumer prices were set; 
on an aU hoc b a s i s ,  in periods of exceptional tension on grain 
markets . 

Second* producer prices are perceived as directly related to ' 
farmers' incomes, while staple prices appear directly related te 1 
basic food consumption. a relatively more sensitive issue. Sec- 
ondary effects on farmers' food Consumptlon and consumer i n c ~ n t e ~  1 
are significant but less O ~ V ~ O U S ~  overshadowed by the need t p  sat-; 
i s f y  a basic w a n t .  ; 

I 

Third, the state has considerable latitude in determining . 
whicn needy populations (rural as well &s urban) require ire% 
assistance. In P situation where the state determines the,propor- : 
tions af officially priced and freely distributed food. the level j 
of official consumer prices becomes a rather moot point. 

Finally, producer price support tends to become an i ssue in I 

"goodf' years, when Esrmgate prices are depressed. but when the ; 
overall food situation 1s favorable. However* consumer price sup- ; 
port becomes an issue In bad years , wnen purely economic arguments 
are least welcome, and when foreign donors contribute directly to! 
food relief at best and to m a r R e t  destabilization at worst, I 

Xn recent years* okficial consumer prices for cereals (except 
rice4) nave Men set only during the 1984/85 drought perioa. 

3 AS of this writing, the Prime Minister has asked s ta f f  at  the j 
Ministries of Commerce and of Agriculture to examine again, in i 

i 
greater detail the Current cfficial price policies for cereals. 
4 Contrary to millet* sorghum and other traditional cereals, the 

> 1 

official consumer price for rice is not set at a maximum, but 6 ;-; 
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OPVh. purchases : 

The following section on tenders and bids implementation I 
shows that OPVN was not baund by official prices in its tender 
awards. for 1985/86 purchases, prices paid by OPVN were partly 
determined by the extent of competition among bidclers on the one 
hand, and negotiations with URCs on the Qther. During the 1987/88 j 
campaign, prices were partly determined through negotiations8 with i 
large wholesalers and witn UKCS. However, in both cases, tne' 
amount eventually spent by OPVN was s trongly  determined by pur- I 

chase dates and practices. 
I 

2. Tender and bids system I 
I 

Since the tenders and bid system was only applied to grain 
purchases, the approach followed in this section is to first com- 
pare the financial cost of OPVN tenders and bid purchases with the i 
financial cost of acquiring equivalent amounts of grain on t'he 1 
open market at prevailing retail rates. As a second step, w e  com- i 
pare tender and bids purchases with purchases under an offfctal 
price system, setting the official price level at 75 C F A / K g , f o r  
the purpose. Data requirements are straightforward: date, location i 
and volume of purchases, terms of contract award and local market 
prices; these are reconstructed mostly from OPVN sources- 

I The most relevant exogenous factor is that the World Bank was 
undertaking a simultaneous set of policy reforms involving OPVN 

1 budget and management practices, as well as the maximum size of 
its security stock'. 

I 

a) 1985/86 Campaign 

A t e n d e r  and bids system was instituted in 1985. However, its 
intended purpose of reducing grain purchase costs conflicted with / *  
part of the Oefice's prevailing mandate: producer price support. 
In October ana November 1985 some contracrs were awarded at prices I 
above prevailing retail levels, which did nothing to achieve 
either cost reduction or farm income su9port. about 45% af cereals , 
were purchased from traders, while 55% were bought from URCs. URCs I 

represent Departentent-level farmers8 cooperative associations, but I 
this does not mean that farmers directly benefitted from OPVN pur- ' 

chases. Most producers had already s o l d  grain by the time these 
transactions took placer and cooperatives as such have no avail- 
able funds to psefinance purchases from farmers for later resale ! 

to OPVN*. URC sales to OPVN are actually fronts for large traderst I 
I operations. 

. !  . , 

4 .-. -----* - ..-7 - 
rather at a minimum level- to help cover costs of domestic produc- 1 
tion and transformation. 
5 Like Zalla et al. (Annex H of PAAD) the World Bank reached the 
conclusion that the size of the national security s tock  handled by 
OPVN was too large relative to resources available. Furthermore. 
the World Bank set the proportion of purchases through the tender 
and bids system at 80%~ compared to the ASDG 20-50% level. ! 

6 On prlmary marketing by cooperatives, (including cereals), see 
for example: "La Commercialisation Primaire par les Coop&rativesl' I 

I Ministry of Agriculture and Environment, DEP, April 1988. 
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COMPOSITION OF OPVN MILLET PURCHASES 
1985/86 CAMPAIGN (tons) 

U R C s  TOTAL REGION % TRADERS 
TRADER 

Niamey 3 579 4 405 7 984 18.3 44.8 
D o s s o  
Tahoua 

6 857 11 772 4 915 Maradi 
Zinder 5 586 6 857 12 443 
D i f f a  8 16 500 1 316 

Total 19,568 Z& r 020 43 r SbS 

TENDER/BIDS OF 12 NOVEMBER 1985 
7,000 Tons - Financed by Canada 

OEPARTEMENT RETAIL AWARD LOWEST 
( Tons l PRICE P R f  CE BID 

[ CFA/Kgl 
DOSSO ( 5 0 0 )  84 t l l  81 
DfFFA (5001 78 Y S  95 
MARADI lltS00) 52 87 .5  79 
NIAMEY (1~5001 60 81 00.4 
TAHOUA (190001 76 BY 80 

90 7 9 ZXNDER (2,0001 45 

TENDER/BIDS OF 21 NOVEMBER 1985 
16,000 Tons - Financed by OPVN 

DEPARTEMENT RETAIL AWARD LOWEST 
C Tons 1 

DOSSO 
78 7U DIFFA 75 
53 7 5  70 MARAD 1 

NIAMEY 80 75 7u 
TAHOUA 7 6 75 70 
ZINDEK 45 7 5  742 

TENDER/BIDS OF 10 FEBRUARY 1985 
13,780 Tons - Financeu by the EEC 

DEFARTEMENT REf AIL AWARD LOWEST 
( Tons 1 PRICE PRICE BID 

DOSSO 5 9 67 6 5  
I DIFFA 68 68 68 

MARADI 
Nf AMEY 7 0  6'3 6.9 

67 65 65 TAHOUA 

veiling retail rate partly because of suboptlmal application of 
the tenders  and bid  S y s t e m .  Although %here are a number of large 
grain wholesalers on any significant IharKet, virtually all operate , 
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strictly within the confines of the informal sector. Most cannot : . . 
fulfill t h e  formal requirements of t h e  tenders and bid system, and 
find themselves ineligible from the very start. For the three I 

198S/86 tendera* the number sf qualifying bidders was 7 out of 41 1 
for the  frrst tender, 4 out of 36 for the second one, and 14 out t 

of 31 for t h e  third. I 

Most tr&ders  deal i n  many other goous aside from cereals. and: 
the "formalization" of their activities simply for OPVN t enders  I 
and bid purposes just does not appear worthwhile to t h e m ,  ,espe- 
cially since they can always uorK through qualifying "front men". 
This results, contrary to the intended purpose of the approach, in j  
a concentration of olfgopolistic power among large grain traders ; 
rather than in increased competition and more efficient transac- . 
t ions. 

Starting with the first contract (Nov. 12. 19851, it appears 
that at the prevsiling retall prices OPVN could have bought 7rOQO : 
tons of cereals for about 408 millions CFA. Since the Office actu-I 
ally pala 572 millions CFA, this represents an overcr~arge of at 
least 40%, or a 164 million CFA economic rent realized by a small , 
number of grain wholesalers, we note +hat if the O f f i c e  had fol- I 

l o w e d  the practice of buying at an official price of 7 5  CFA/Kg 
( t h e  level arbitrarily chosen for purchases f r o m  URCsl the loss 
would have been "only" about 47 millions CFA. This particular 
application of the tender and bid system therefore resulted in a i 
117 million CFA loss over an oEficial price approach. I 

The second contract (to U R C s ,  at the uniform price of 75 
CFA/Kg) had a mixed effect. URCs in Maradi and Zinder gained since 
the purchase price was above tne retail level, while URCs in 1 
DOSSO~ Diffar Niamey and Tahoua probably did not, considering 
traqsport costs to deparrmenta P capita 1s. The overall incidence 04 
OPVN of purchasing through URCs ratner than on the open departmen+ 
tal markets wss a 175 milliop CFA loss. 

Finallyt purchases under the  last (FeD, 10. 1986) contract i 
added up to 12,577 t o n s  out of the 13,780 tons  auardee. consider- ' 
ing the monthly deliveries t o  OPVN from February through May of : 
1986 in the various departments, the total bill to the Office was: 
about 192.5 millions CFA over the cost of equivalent quantities at 
preveiling retail prices. Howeverr tne award prices w e r e  a l l  below 
an official price of 75 CFA/Kg which meant that about 157.5 mil- I 

lions CFA were "saved by t.%e state". 

I 

The global cost of the 1985/86 OPVN campaign thus appears to' 
have been on the order of 531.5 million CFA higher than ii could I 

have been had OPVN bought grain at prevailing market rates7. Notei 
that an added advantage of direct market purchases from local pro- 
Qucers. cooperatives and traders, is that such grain is of better' 
quality. On the other nand. the savings compared to purchases at , 

an official price of  75 CFA/Kg was 110.5 millions CFA. This saving 
is naturally not a net gain to the economy, it represents,merely a 
foregone transfer from funding sources to grain wholesaling ren- ' 

tiers. 

7 This estimate would be even higher i f  w e  t o o k  t h e  lowest bids ' 

rather than retail prices as a reference, but lowest bids are notm 
necessarily a valid reference. 
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D l  1987/88 Campaign 

The 1987/88 campaign provides the second major experience in I 

the tenders and bid system application. OPVN management intend- 
to buy 2 S , 0 0 0  tons of cerealst mostly with west German financing. 
The proportion set aside for tenders and bid purchases was 20,000 j 
tons, or 80% of total. OPVN did break down the gLobal amount into : 
Small lots tminimum of 150 tons) to allow participatton by rela- 
tively small whoietoler~. 

Implementationr however* met with several problems. Tender's 
were publicized by radio and in the press on December 4, 19879 I 

with a due date of December 1s for sealed bids to be delivered in 
Niamey. Since radio announcements were unclear to most tradersl I 

I 
who had to contact OPVN agencies for additional information. th is  
left very little time to fulfill necessary formalities, prepare 

:I 
! 

and submit a sealed bid in the capital. 
I 

In terms of direct purchases* the lateness of OPVNts campaign 
meant t h a t  less grain could be bough*. from producersr who had I 

already sold to local traders marketable surplus equivalent to 
their monetary requirements. 

A very limited number of wholesalers finally qualified under ' 

the  tenders and bid system* but since the Office was now att-pt-  
ing to strike deals at levels close to prevailing free market 
prices, wholesalers were n o t  overly eager to accept contracts. 
Their anticipation of price movements over the next few months 
apparently led them to choose deEerred over immediate sales.close i 
to spot prices. The small number of qualifying members from this 
extremely tight-knit guild may.also have Coll~ded 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 CFAIkg .  Even then. transactions were rather sluggish, OPVN I 
naving bought about 16,509 out of 2 0 ~ 0 0 0  tons by the end 0f,Aprfl. j '  

Since most oE the purchases took place in the southern,Maradi j 
and Zinder Departments, the financial cost of 1987/88 operations , 
was approximately 330 millions CFA above what it would have bern ; 
had DPVN mugnt cereals shortly after harvest (early December) at 
prevailing market pricese. 

3. utner Measures I 

a) Liberalization of grain trade 

Cereals were identified as priority targets for internal 
trade liberalization in the PAAD section on "Institutional and 
policy constraints on agricultural production in Niger" (Armex HI. 
Zalla et al. recommended that: 

"at the primary level* any individual, merchant, trader* 
cooperative or other marketing intermediary should be 
able to purchase grainr coupeas, and peanuts at any 
price at any time it ch~oscs.~' 

- 
8 Prevailing December prices in Maradi and Zinder were at least 20 
CFA/Kg lower than award levels. On 1~5~500 tons this translates 

,-7i in to  330 millions CFA. _ L L  t 
-; 

I 
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This was indeed accomplished to the extant tha t  the GON abol- 
ished legally binding uniform national prices for traditional 
cereals save rice, and the monopoly status of SON-. 

Another objective contributing to more efficient grain,mar- 
keting was to "guarantee revolving funds for up to 200 functioning , 
GM or cooperatives to enable them to malts cash purchases of grain 

I 

&nu maintain village level grain reserves". 1 

The APS/CLUSA project nas been highly successful  i n  tr~ining ] 
cooperative members and help them organize themselves to design, 
finance through guaranteed commercial Dank loans. and carry, out a 1 
variety of profitable ecanomic activities. However. most coopera- 
X i v e s  have opted far activities considered more profitable 'than : 
primary cereal marketing. Tnis issue is discussed in greater ' 

detail in the "Cooperatives and Private Sector" chapter of this I 

i 
report. I 

The cereal marketing study done under the Joint Program As- '; 
sessment9 suggested that grain markets in Niger w e r e  relatively. I 

I 
! 

efficient at handling temporal and spatial arbitrageL*. Still, 
they noted that inter- and intra-annual price EluctustFons'were 
considerabler and that spatial integration, more afficient'on I 

east-west than north-souzh axes, took place with significant mar- I .  

Keting margins. 

Temporal marketing margins are mostly determined by the 
respective storage and capital immobilization costs of the various 
economic operarors involved (farmers, traders, OPVN). For traders, i 
they also include the r i s k  of having agents of the state take over 
their stocks at an arbitrary price in times of acute shortages. I 

I 

Spatial marketing margins are determined by transport infras- 
tructure and costs, degree of competition and economic efficiency 
in track, circulation of informatlon on prices and costs, and 

I 

adminfstrative or legislative ODStacles to movements of goods. I 

Since 198s people have been relatively free to engage in I 

cereal maricetins and storage. the removal of legal officiaL prices! 
i and state monopolies being t h e  major reason for this. The fact 

that out of the last three campaigns t w o  w e r e  good and one)pass- ; 
able certainly eased the situatiori. Most people whe have extm- 
sively traveled and traded wirhin Niger over the past few bears 
report that it has become easier to do so. HowevePl movement of' < 1 
grain, and of other basic goods, remain subject to strict control., 
x.n his January 1988 reporta&. fravld Wilcotk explains in detai~.the/ 
extent of controls by the police, Gendarmerie. Garde Krrpuqlitafne i 
and customs officials. He provides estimates of costs due ,to these;  
controls. Some, liKe "unofficial taxes" are ciirect transfers.from 
one segment af the economy to the other. Other costs are dead- 

! weight losses; they include trme wasted and losses in produce due ; 
to controlst and possibly concentration of market power into the ' 

hands of operators better organized to "deal with the system". 
I 

! 
1 i 

I --- 
9 Joint Program Assessment of Grain Marketing in Niger~ Elliot I 
Berg and Associates, December 3983 .  

I 
10 Temporal arbitrage tends to equalize prices over time through ' 
storage and deferred sales. while spatial arbitrage tends to 
reduce differences between points to minimum transport and market- 
ing costs. 
11 "Study of Constraints to ~ncreased Exports of Agropastoral 
Prcducts in Niger". David Wilcock+ D A I ,  Jan. 1988. ; 
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The statistical analysis presented below tesfs whether there 
w e r e  gains in grain marketing efficiency due to ease of restric- 
tions. i 

I 
Inter- and intra-annual price fluctuations of grain prices 

expressed in constant terms have been analyzed in detail on the 
I 

I 

basis of monthly data for the 1970-1966 periodaa. I 

I 

Inter-annual fluctuations were very large compares to tne 
I 
I 

variability of domestic production {in constant population terms)* ; 
uith.a period average of 32.5 CFA/Kg and a standard deviation of 1 
8.6 .  I 

Sntra-annual fluctuations are also significant. but even I 

there, the direction of price change over the year is far from 
being constant. IE we take the April I - September 30 as a refer-. : 
ence "souQurei* period, it turns out that prices do not follow a 
simple* systematic pattern year after year. From 1970 through I 
1987, the number of years when prices fell during that time is 
equal to tne  numDer of years when prices rose. I 

! 

Although inter-annual fluctuations have been dampened since I 

1985. this latter period is much too short to establish a trend, 
I 

or draw tonclusions on the possible determinants of t n f s  snort- I 

t e r m  stability. Grapns I and 2 snow t h e  monthly evolution of mil- I .  
let priceh in D o s s o .  Maradit Niamey, Tahoua and Zinder for both I 

periods. 

Spatial marketing margins and integrstion nave also been ana- / 
lyzed in detail. for the 1982-1987 perioda3. Correlation analysis 
of free market retail prices in D o s r o .  Maradit Niamey and Zinder r 

show a good spatial Tntegrationr ceefficients of determination I 
being: I 

I i 
I 

DOSSO HARAOI NIAMEY ZINDER f ~ .  

DOSSU 1 

MARADI 0 723 1 I 

I 
NIAMEY 0.749 0.829 1 

> 

ZINDER 0.684 0,843 (3.Ei24 1 I 

I 
I 

A comparison of correlation for the 1982/85 InrJZ) and the 
198SJApril 1988 (n=30) periods, seasonally matched, does not show . 
any significant Qifference. 

I 

I 

12 "Analyse de 1'Evolution 8 Moyen-terms des Cours Cbr&aliers au ; 
Niger s t  de leur Variabilite par Rapport aux Niveaux de Produc- 
tion". MA/DEPSAt November 1987. 
13 " L e s  Prix comme Indicateurs de llEtat et du Fsnctionnement des ,/ 

,.-5 
. I MarChbs CBrQalSers au Niger". MA/DEPSA, December 1986. 

.* .( ,kt/8 6 J- 
L.2 y 
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Market price colLect.ion for basic foodstuffs has been;going 
on in Niger for many years, the government having long ago'recog- 
nized the importance of monitoring closely such key indicators. I 

Monthly averages for cereal prices in Niamey for instance date 
back at least to the 1960s. I 

1 

I 

The absolute and relative sizes of marKeting margins bktween j 
Zinuer and Niamey for the 1982/85 and the 1965/April 19BB periods j 
(see Graph 31 suggests a slight decrease: 

. I 

Average st .  Deviation 
(CFA/Kg 1 

1982/8S 27.3 , 14.8 n=32 i 

198S/SB 25.9 17.3 n=30 i ! 

i 
However. t h i s  decrease 1s not statistically significanta4. 

! 
bl Collection/diffusion of market prices ! 

Cereal prices have -n collected over time by a variety o f  I 
sources. In Niamey, the Ministry of Plan has been monitoring them I 
to determine the consumer price index. The Ministry of Commerce's : 
Direction du Contrble des Prir also follows them (although less 

I 
systernaticaily, and for official use only). In the interior. 
cereal prices are collected by Ministry of Agriculture agents, by ; 
the Gendarmerie, and by OPVN's f i e l d  agents. The Ministry of A g r i - i  
culture d&ta have traditionally~been spottier and less timely, 
figures from OPVN agents being more regularly and promptly.commu- ' 
nicated to Niamey. The Gendarmerie, relying on the Interior Mfn- , 

istry radio network can report prices very quickly, but their . . 
reliability i s  questionable. Each group uses their oun survey and j 
sampling methods, visit different markets* at diffarent.intervalsti 
etc. which naturally makes comparison and ChecKLng of Cata quite 1 

dLEfiCuLt. 

Ministry of Plan data have been available in their monfhly ! 
anQ quarterly statistical bulletins, Ministry of Agriculture data , 

nave been available in annual statistical reports. Gendarmerie 
prices were ~0Itimunicated to OPVN, and OPVN issued a stoc~s and 
prices Dulietin at varying intervals. 

Over time (since the early 1480s) the evolution of cereal 
price data collection and diffusion has been as follows: I 

- Ministry of Plan, Ministry of Agriculture. and Gen- 
darmerie data collection and diffusion remained relatively 
constar~t . 
- Through 1984 and part of 1985 OPVN issued monthly stocks 
and price bulletins based on tnefr own as well as on Gen- 
darmerie price data. In the sumser of 1965 a consultant 

I 

financed unaer tne German reserve stock project helped 
Improve survey methods. and report preparation. ManthLy I 

bulletins came out regularly until the fall of 1965; price 
and stock data were partly processed on computer equipment 
available at OPVN. 

-- i 14 The point estimator of the difference between the two means I 

(1.4) is less than one standard ~eviation of (71-721. 

I 
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- In the fall of 1985s OPVN responded to World Bank pres- 
sure for budget cuts by laying off low-level iaborers. re- 
ducing tne number of its rural buying centers by a factor 
of about 5 ,  and decreasing allowances for communications 
itelex and telephones), W e  believe financial benefits from 
these "savings" were much smaller than their economic 
costs. OPVN bulletins disappeared for several months in 
late 1985~ and reappeared later as quarterly bulletins.' 
Part of the bulletins datr  presentation (maps, graphs) was 
provided under an informal exchange arrangement with the 
FEWS project resesrcher at t h e  Ministry of Health. 

- In tne fall of 1907 the F A 0  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 monthly bulletins 
since January 1908. Such bulletins arer however, dis- 
tributed only to officlal agencies in Nlamey. 

- In the spring of 1987 the Ministry of Agriculture started ' 

publishing a summary situarion reporta= every two wae~s.or 
so to present quickly and concisely to decision makers up 
to date information on crop status, rainfall, official 
6t0CkS1 cereal prices* ecc. This report goes to the Prime 
Minister's office* the Minister of Agriculture. OPVNs the 
Ministry of Commerce, RINI, and various Qonor agencies 
(AID, FED, CCCE, PAMI. 

- Also in the spring of 1987 ONAHAas monitoring unit ' 

started following paddy prices on small rural markets 
located along the Niger river. It is not known how long 
this survey will last. and distribution of results is quite 
limited. 

- RINI has recently started collecting market prices for 
domestic and imported milled rice; these data are not yet 
widely available. 

ence? 

distributing it more widely. On the contrary, donor agencies are ; 
eager "consumers"' of such Qata* and support most collection 
efforts. 

none leaves the Niamey city limits. 

ministration arc in favor of such broadcasts, many remain firmly 
apposed or think it woulQ have no useful impact. 

15 Bulletins ue Y u t v ~  Agro-Alimentalre. 
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1x1. A S S E S S M E N T  OF POLlCY RrFORM IMPACT 
I 

With respect to anticipated program benefits from policy reforms 
in grain maruetins, we quote from the grant agreement: 

! 
"...The policy cnanges are also expected to contribute to I 
the reduction of the costs of managing the country's food : 1 
reserves and to increase farmer incomes and export 
earnings from agricultur~l production." 

I 
! 

A. Macroeconomic imuact 
I 

The removal of official prices can only have had a positive 
I 
I 

economic Impact through g a i n s  in marbeet efficiency, howeverr. it I 

cannot be precisely quantified at this time. 
I 
I 

The impact of removing official prices upon the national bud- 
get was positive" however, the extenr to wnicn current practices ! 
reprsseno an improvement over old ones depends less on the offi- I 

cia1 policy as such than on the date and locations of OPVN pur- 
chaser. l 

The economic value of an improvement in information is diffi- ' 

cult to assess. However, we feel the collection/diffurion of grain 
m a r k e t  prices had a positive impact to the extent that decision I 

m a k e r s  may now be better informed or market mechanisms, evolution ' 
of prices. and possible impact of various policy options, The fact 
that detailed InformatIan is more readily available has high- 
Lignted the weakness of certain policies. Demand for such informa- ! 
t i o n  by donor agencies, especially the ones involved in food aid ,  j 
is so strong tna+ current marget data collection and diffusion ef- 
forts must have a positive Impact. 

A s  w e  noted above. Budgetary impact from removing official 
prices and carrying out tender and bid  grain purchases has been , i 

very slight. rt is partly because t A e  government uses very little 1 
of its own money to manage the national security stock. ! 

+ 
The typlcal pattern rather consists of buying cereals uith 

foreign funds, storing the graln and reselling it later at a 
higher price. Upon sale, the proceeds. minus some fixed trans- 
portation and/or handling expense per ton, are placed into a coua- ; 
terpart fund. I 

I 

Here's an illustrative example. suppose the government'wishes j 
to buy 20,000 tons of millet for its security stockr with donor 
funds. W e  consider two possible cases. In case one millet is 
bought at an average BO CFA/Kg f o r  a total cost of 1.6 billion 
CFA. In case two millet is bought at an average 6 5  C F A / K ~  for a I 

total tos t  of 1.3 aillion CFA. 

After several months 20,000 tons are sold for an average 110 : 
CFA/Kg 12.2 bililon CFAI and the proceeds, minus OPVN charges, are - 
deposited into a counterpart fund. O ~ V ~ O U S ~ Y .  the main determi- 
nants af the  amount deposited are the sale price and the O W N  
cnarge. The purchase price does matter to the donor (300 million 
CFA aifterence) but the government no strong xncsntive to min- J 

i m ~ z r  it. On the contrary. a nlgner purchase price allows the 
Sfare or the public service to extend poll~ical patronage. Fur- I 

thermorer t h e  government has every incentive to maximize counter- ] 
part fund procceas lwithout ralsing consumer prices) by under- 
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charging for OPVN services, and letring the Office accumulate 
debts. 

The experience of the last few years suggests that the 
aonorV8 attitude wlth respect to rigor in execution is all-impor- 
tant. The difEerance between the N o v e m b e I ?  1385 and February 1986 
purchases is a case an point .  

B. Net Effect by Main-G_r-o_uG? 
1. Higher-income rural houreholds 

To assess tnrs impact. WE flrsr aefine tne relevant differ- 
ences between these and lowe~--iriccime rural households. One of the 

ana level ot altrrnstive sources of Income. M o r t 2  successful house- 
flcrlds are less pressed by monstal-y r r e U s  at harvest time. They are 
therefor* better s b l r  to maxlmlze the u t l l i t y  they derive f r o m  ce- 
real productron either by selling at more profitable times. by 
waiting for o f f i c s a l  Duylng campaigns, or simply by not naving ro 
purcnase cereals later on in the year. 

To understand the ampact of official purcbsses on various 
grcups. one must recognize that in recent years, grain bought by 
UPVN has simply been snltted from traders' warehouses to state 
silos. An immediate profit w a s  made by the arbitragers involved 
IlSrge wholesalers), who could then use the money either to re- 
plenish the portion of  their stocks sold to t h e  government, or 
invest into some other economic activity. To the  extenr that they 
did replenish their grain stockslt, aggregsta demand was in- 
Creased, and there was a resu l t ing  rise i n  grain prices* which wo- 
tentiallv benefitted snvone st$=-,holdinn grain stocks after the 
UPVN intervent lor&, 

The amount of intra-annual storage done by larger rural 
hQ~seh0lds IS thought to be sagniflcant. 1r1 a good year (e.g. 

minus annual consumptron. mlnus seed and partial stock reconstitu- 
tion) may reacn 5 0 0 . 0 ~ ~  tons oE cereals. 

merits. A small proportlor4 OF zt is so ld  sxgkt a w a y ,  but the re- 

the year. 

MOST. of the cereal Surplus r ~ o t  m a r k e t e d  at harvest time :is 
held by large rural households, who w i l l  be selling some grain 
aver time during the year and keeplng t h e  remainder for the 
f'0llo~ing year's cor~sumpCton or. sales. The? raze of marketing over 
the year depends very much on the evolution of market prices. 
OPYN1s annual stock rotatlon requirements sre et most 40.040 tons, 
and grain traders' storage capacity is limited both by physical 
space anQ capital requirements. Our rough estimate is that tradera ' 

can make at harvest time an investment of at most 150.000 tons 
[representing a considerable investment. about B billian C F A ) -  
This means that in a good year rural househoids may be holding up 

--- 
16 The extent to which they did is open to question~ since' they 
must have expected UFVN ta pat grain back on the m a r k e t  later, 
tnereby depressing prices and t n e  marRet value of stocks still 
held by traders. 
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to 300.C00 tons  O L  patenrlally marketatle cereals. The impsct 05  
policy changes on the economic value of such stocics can therefore 
be sizeable. I 

I 
It is important to recognize that to grain-storing rural I 

ho~sehold~r t h e  very fact that OPVN is buying grain is more,rele- 
vant than t h e  official purchase price, since OPVN tends to buy ! I 

from wholesalers anyway. Wholesalers capture immediate rent, while 
grain-storing households benefit from the price increase duh to i 

the shift in demand, to them the quantity bougnt fs the crucial i 

variable, not the OPVN price. Reducing OPVN purchase prices did 1 
U i m i n i s h  wholesalers' rents, but it had almost no impact on other , 
grain holders, Decause the purchase price no longer determines the ; - 
amount OPVN can afford to buy. i 

I .  

The liberalization of grain markets is expected to have had a ! 
positive Impact on graln-staring households, however, to date this 
impact has been very slight. 

4 

2. Lower income rural householQs I , I 
These are the households w h ~ c h  sell most tneir grain sur- 

plus at harvest time, or even have to purchase additional grain 
later i n . t h e  year. H e r e  too, removal of official prices had a 
Slight uirecr impact; t n e  po~lcy had little effect on them :in the I 
first place s i n c e  they had lrmited access to OPVN buying agents, 

i 
I 

and had o f t e n  sold aL, available surplus before the official pur- i 
chase season. I t 

G r a i n  trade liberaiization effects taKe time to filter down 
to the rural household, and there is for the moment little hard i 

I evldence of improvementa7, 

3. Large traders 

- The impact from the removal of official producer prices and I 
! J 

of uslng a tenders and blds system on large wholesalers was nixed- : 

Compared to a classic official prices situation, -th the number ; 
of benefittlng wholesalers and total rant accruing to them ULmln-  j 
isned. In the 1985/86 exampie, tneir loss was about 1 1 0 . ~  niilions j 
CFA. However, the smaller total rent w a s  distributed under the new I 

system among a smaller numoer of wholesalers, so that individual ; 
rents captured may in fact hove been greater than before. Glob- 
ally, t h e  new situation is likely to be Pareto-inferior to the I 

former one, because the decrease in transfers among economic I 
I I 

groups does not offser losses in economic efficiency due to in- 
creased market p o w e r  concentration. i 

I 

4. Small traders I 
1 
I - 

TO the extent that small rural traders used to nave access to) 
OPVN direct purchases at official prices* the removal of official I 

prices nas meant a definite ioss an rent (equal per unit sold to 
the difference between official prlces and retail levels).! ! 

I 
I 

The render and b i d s  s y s t e m  had no positLve i m p a c t  on small j 
traders. Although OPVN w a s  willing to accept bids for relatively 

I 
I 

.A"- ! 
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I 

! 
=all quantitles in 1987/88 [150 tans minimum)r they have not been I 

able E s  meet requirements, and. as we saw above" large whoiesalers I 
tended to strengthen their market  position. Small traders merely I 

continue to act as snort term arbitra~ers~ and suppliers to grain ! 

wholesalers, I : 
H o w e v e r ,  grain market liberaIization has been favorable to 

1 

small fraaers as a group, by reducing transaction costs. I 

i 

5. Urban consumers 

The removal of offrcial farmgate prices arid the tender and 
bids approach had very ilttle impact on grain prices paid by urban j 
consumers. Here too, the main reason is tha t  the impacf of OPVN I 
grain purchases on market prices is derermined by the quantity 
bought (snift in demand) rather than by the price paid., Of e ~ u r s e ,  
the price paid used to determine the  amount.OPVN could purchase i 

with a fixed Dudgetr but thls situation no Longer perzains; the i 
i 

amount i s  limlted thrOUgh agreements with rhe world Bank, and pur- 
chases are mostly donor financed, I ~ I 

The fact that official consumer Lceilingl prices are no ! 

Longer set does not matter ~nuch either. AS w e  explainad beforet 
I the government retains in any case the option of distributing ee- i 

reals freely to some groups* or on the basis of a fired quantity ; 
allotment to Others.  , 

! 

Here t m r  the liberalization of grain markets can only have a ,  i 
positive impact, but it is a longer term beneflt. I 

I 
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i 
V. CONCLUSIONS I 

I 

ASDG policy reforms in grain maricezing were undoubtedly well " 
chosen, and all but one of them had positive effects on the econ- t 
omy iri general, the exception being the tender and bids system for : 
grain purchases. However, for a v a r i e t y  of reasons difficult to i 

foresee at the design stage, positive effects ranged from modest 
to infinitesimal over the brief time span considered, 

I 

Of all factors directly related to policy reform impact, ac- 
tual policy implementation was naturally the major determinant. 
Policy implementation revealed a highly rational pattern 0P.na- 
tional response to specific short-term incentives or political ob- 
Jectives (e.g. strategies to fund political patronage or to opti-  
mize counterpart fund depositsl. When suc' incentives were suffi- 
ciently strong, they overwhelmed the more general ASDG orienta- i 

tions. 

Policy reform experience in grain marketing demonstrates that r 
actual implementation, while meetlng the letter of an agreement, I 

can creaze, at least In t h e  short-runt a sizeable gap between in- j 
tended effects and actual Impact, both in the aggregate and d f s -  f 

tributisnal senses. 

ImplemsntaTion w a s  relatively straightforward with respect to ; 
official prices, timid with respect to market liberalizationr col- ' 

Pection/diEfusion of market prices, and clearly counterproductive i 
in the case of OPVN t e n d e r s  and bids. I 

Althcugh w e  agree with ASDG designers that OPVN StOCkS should : 
be kept to a manageable size, the seduction of OPVN grain reserves I 
should obviously not oa perceived as an and in itself. Placing 
l i ~ i t s  on grain to be bought by OPVN may have been perceived by 

I 

the World Bank as the most practical cost-containment strategy. I 

but it certainly i s  not an efficient one. The Office m a y  ouhwardly 
respect the letter or the agreement. but improvement is slikht as 1 
Long as smaller amounts of grain are bought at higher prices. 

As implemented, the tender and bids  system has had a negative i 
impact on the economy. Furthermore, the tender and bids s y s t e m  may 
be amenable to improvement only to the ex ten t  that donors fihanc- 
i n s  grain purchases under this system are willing and able ;to mod- .; 
iFy current practices. ? 

As long as the principle of removing official prices is ac- 
c-teb, one may conslder complementing it by direct OPVN purchases : 
at ysevaillng marKet prices. The ASVG experience has amply 'demon- : 
s trat& that any pallcy or approach i s  only as good as the manner , 

in wnicn it 1s carried out. However, tho advantage of direct pur- ! 

chases is that they don't requrre sellers to pass through a sieve ' 

of eiigibiliry. The most strzngent requirement is an andependent , 
and reliable knowledge of, and adherence, to prevailing market I 

prices. 

I 

1 

j 

;1 '3 
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I. DESCRIPTION OF THE POLICY RATIONALE 

ASDG designers considered that most macro and micro-economic 
' 

constraints to efficient input use in Niger were closely related ; 
to subsidies. Inappropriate implement design. credit constraints , 
and a Limited role for the private sector were also stressed. 

The overall goal and purpose were to: 
I 

"Reorient the agricultural input supply subsidy policy ! 

and restructure the official input supply agency in 
order to make more agricultural inputs available to 
farmers at prices which reflect real economic benefits 
to the agriculture sector". I 

4. Problems i 

The original statement of problems related to subsidy-induced / 
constraints and inefficient input allocation were expressed. as 
f0 l  lows: 

I 

- subsidies are Fixed implicitly rather than 
explicitly; I 

I 

I - subsidy and input price rettina methods aetually 
reduce the number of inpurs available to farmers; 

- subsidies on agricultural inputs promote inefficient 
use of scarce resources. 

Subsidies on inputs handled by the CA took the following 1 
forms : 

- Direct: av~ro~riations from FNI and CSPPN (FNI.subsidies set 
I 

aside for the CA used to compete directly with other types of 
investments, including agriculture). Amounts grew rapidly from i 

1974 through 1900, but leveled off as the budgetary situation 
deteriorated. 

- Bank {WCA1 1 i n ~  af credit to the GA. In addition to cash 
purchases? the CA bought inputs.with a CNCA line of credit. When 
the CA sold inputs on a cash B a s i s .  it simply traded inventory for 
cash. ln the case of sales on credit* the CA substituted inventory 
for a cooperative IOU* which they furned aver to the CNCA for 
discounting since the CA had no revolving fund allowing deferred i 
payments by clients. ! 

Since the CA sold inputs 'at cost' they had no way to cover 
operating expenses other than through indirect subsidies provided 
by the state in the form ~f certain personnel salaries. They 

1 

! 

therefore started using the CNCA input purchase line of credit to 
solve operating cash flow problems. I .  

Xn a simplified way, the CNCA therefore extended ( i l  an input 
purchase line of credit to the CAI (ii) short-term operating I 

expense credit to the C A ,  and (i i i )  longer-term credit to 
cooperativesr to be c011ected and channeled back to CNCA via the 
UNCC . 

In additfan, subsidies were extended through civil service 
( - <  q salaries, administrative and warehousing costs for the CA and Earn 1 ,,: 
L++O 
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implement WOrkShOps, and thXWugh the CA'S  preference for local 
inputs over less costly imports. 

I 

The question of subsidies w a s ,  and remains, so central that ; 
it requires Eurtner and elaboration. I 

Globally, the input system did not cover costs. The costs of . 
PUrChase or manufacture, handling, storage, transportation and 
Credit Mere definitely much greater than receipts from end'users. 
The difference between costs and receipts constituted global 
subsidy to the input purchase-manufacturing-storage-~fstributlon 
comp 1 ex. 

I 
To illustrate the situation w i t h  a practical example, let us 1 

rake fertilizer, where the entire purchase, storage and 
distribution costs for 10.000 tons represent 900 millions CFA. If , 
this fertilizer is.sold for 60 CFAJKg the global subsidy is 3130 
millions, or 30 CFA/Kg. 

To tne extent that the state can only afford to provide the 
extra 300 millions CFAa- official supply is effectively Limited to' 
10.000 tons, This may represent a loss to the economy, especially ' , 

to farmers, iE more than 10.000 tons could have been economically 

To t h e  extent  that 10.000 tons of fertilizer provide 
additional production worth more than 600 millions (otherwise 
farmers wouia not use it1 but less than 900 millions* there is a I 

net loss to the economy due to inefticient resource alloeazion. 

To the exrent that the global subsidy is decreased through 
user price increases (reuucing direct subsidies) rather than by 
gains in efficiency in purchase, storage, and transportation 
(reducing indirect subsidies1 the decrease in global subsidy is 
achieved mostly through a transfer from farmers to the rest of the; 
economy. The same negative impact on producers is felt if the I 

supply constraint is relaxed through user cost increases rather 
1 than gains in system efficiency. 

In tne ASDG case key issues are: 

- did this subsidy place a limit on the amount of 
inputs the state can afford to handle (supply 
constraint); 

- did the subsidy element translate into a difference 
between the price and cost of the resource leading to 
inefficiencies in use; 

I - who actually paid far the e l e m e n t  of subsidy. t 

! 

L S o i u t  ions 

Prescriptions to improve the agricultural input situation 
included gradual removal of subsidies. improvement in input 
suitability, and increased reliance on the private sector and 
cooperatives. They did not involve input-specific policy actions 

--- 
1 Actually, the subsidy was only partly in cash, the rest being I 
accrued interest bearing debts to the CNCA, so that tne subsidy : . ,,- 
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(fertilizer vs. implements, vs. crop protection chemicals, for 
instance). They comprised the following: 

ta)  Increase the overall availability and use of 
improved agriculture inputs by adjusting prices and t 

subsidies in a way that increases aggregate 
agricultural growth and production in Niger and fully i 
reflects production and procurement costs; 

(b) Improve the responsiveness of producers and ! 
suppliers of inputs to the needs of farmers; i n  
particular, encourage technological adaptation and the 
provision of better quality end lower cosr inputs; 

! 
( c )  Minimize the drain on t h e  government of Niger's 
investment and operating budgets by shifting the cost 
of input production and supply to the private sector 
to the extent feasible; and 4 

(dl Promote the role and importance of cooperatives 
ana groupements mutualistes in supplying fnputs to 
farmers. 

We wish to emphasize here that ASDG designers felt that 
necereary eff ic iency gains i n  the input purchase-aslivery system 
would occur partly through better design of implements and a shift. 
of input production and supply to the private sector. This was not! 
to be accomplished directly through ASDG policy reforms, but i 

tnrougn the related Agricultural Production Support and Niamey 
Department Rural Development projectsa. t 

f f .  POLfCY REFORM EXPERIENCE 
I 

A. Cond i t ions Precedent 
I * 

In the original grant agreement and its subsequent 
amendments, the four broad policy reform prescriptions listed in 
tne above section were expressed tnrough the folloring conditions ' 
preceaent: I 

- Reduce over successive trancnes the average level of 
subsidy on agricultural inputs from a maximum af 50% 
to 1SX of the delivered cost of the inputs; 

- Take appropriate action to make the CA move closer 
ro being an autonomous cooperatively owned entity, and , 
ensure the existence of competition between the CA and I 

private traders Dy not granting the CA a monopolyt de 
jure or de facto, In the supply of inputs. - 
In addition to the list of conditions precedent for each 

tranchet Annex A of the original grant agreement provided 
implementation indicators and criteria for main program objectives1 
over time. In terms of inputst 

Tranche 1: "A new method for the setting of subsidies. 
i s  adopted. The amount of subsidy is specific to each 
type of input rather than being a global appropriation 
to an input manufacture or supply agency." 

2 Management studies and technical assistance to the CA,  
Management study of the ateliers, animal traction prototype ;-*' ,. 5 

project at Ndounga, cooperative seed multiplication. d !-=i - 
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Tranche 2: no elaboration orb the CPs. 

Tranche 3: ne elaboration on the CPs. 

Tranche 4: "There is continued p r o g r e s s  in the 
privatization of input delivery systems." 

In the PAAD and conditions precedent contained i n  the grant 
-8ntg which laid the basis for tranche evaluations. 

8. Actual Im~leme-n-t~~t igr-~  

1. Input subsidies and pricing 

The evolution over time of official retail prices for 
agricultural inputs is presented in Table I, on T h e  following 
Page I .  

Fertilizer: 

In the first place, the selection of a proper shadow price I 

We agree with the f A A D  authors tnat the world m a r k e t  price of 
fertilizer would net be the best reference. W e  consider that in 

Nigeria represented the best measure of domestic resources 
foregone and foreign exchange outlays through the use of 
fertilizer in NigerJ. The estimate was further biased by the need 
to figure subsidies on the b a s i s  of CA deliveries rather than on 
the basis of actual fertilizer sales and u s e .  

I 

complex (UNCC and CNCA),  continued budget strain. and o 
particularly bad agricultural year, 1984, Contributed to this 
significant switch from purchased to donor-supplied fertilizer. 

from various donors. 

budget relief* shifted the responsibility Eor subsidies from GON 
to foreign sources, and partly insulated Niger from a possible 

the naira or removal of Nigerian su~sidies on fertilizer). 

using the delivered cost of sertilizer importea from Nigeria , 
by the private sector as a s h a d o w  price for CA supplies, the 

O t h e r  Inputs: 

deliveries of agricultural inputs from 1978 through 1986. 

3 This was seen as adequate in the short-term only. since it  d i d  

suppl i e s  dry up suddenly for some exogenous reason. 
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A presidential announcement war made in the summer of 1985 +O 

I the effect that subsidies on agricultural inputs were removed, 

I except on fertilizer and on large-scale livestock vaccination and 
I crop protection campaigns. 
I 

Kn addition, the disbanding of the UNCC enabled some 
administrative aecenrralization of the input manufacturing and 
delivery system (CA/worKshops/DPV~. 

I 

I 

In the case of farm implements, however, the removal of 
direct user subsidies was ineEfectua1. Virtually all implements 
purchased since late 1985 have been sold through the "vente: 
prumotionneile" at prices ranging from 64% to 26% of workshop 

I 
coste. This sale was supposed to take place over the 1986/87 I 

agriculturo~ csrnpaign, allow workshops to get rid of costly' : 
inventories, and rapidly raise part of the capitol required' for 
their reorganization. : I 

By December 1987, only 36% of the inventory value had been I 

sold, and of the net sales proceedst only 23% had been placed into 1 
a treasury account which could be used to finance the workshops' 
reorganization. 

I~ 
I 

For crop protection chemicals, much the same approach was I <I 
I 

used as for fertilizer. Chemicals and spraying equipment are now 
mostly supplied by donors. Budgetary strain and supply constraint 
problems are thus momenrarily reaolveQ~ and the resource 
efficiency issue does not arise in the ease of large-scale crop I 

protection. 

In the case of cotton, there has been no decrease in the 100% 
direct subsidy on crop protection chemicals. Up to 1986 the CA 
purchased chemicals on a tender and bids system; in 1985 the cost , 

of GON subsidy on fungicides and insecticides amounted to 142 I 

millions FCFA~ 942 of which was for cotton insec.ticids; In 1387 I ' 
crop protection activities were transferred to a specialized, I 
donor-supported agency of the Ministry of Agriculture. 

i 

I However, the 1988 decision to set cotton producer prices j 
closer to levels prevailing in neighboring countries (and on t h e  
worla m a r k e t )  will certainly nave a positive impact on the I I 
silocation o f  cnemicals as a scarce resource. 

I 

2. Responsiveness of input suppliers 
r 

According to the PAAD. t h e  procurement or manufacture of more ' 
appropriate agricultural inputs was to lead bath to a reauction in 1 
indirect subsidies. and to more efficient resource allocation. i 

I 
I 

For fertilizer afid crop protection chemicals* the effect of 
an increased donor dependence on responsiveness to the n e a s  of I 

users is not known. For fertilizer, the gain in market share f .  
achieved by the private sector say have resulted in more timely I 
deliveries in response to effective demand. On the other hand, 

I 

I 

4 For Niamey's AFMA the sale prices as percentage of workshop cost : 
were: w e e d e r  26%* plow 41%. multi-use toubar 41%r sprayer SOXI o x  ' 

cart SO%* donkey cart 64%- 
5 "A Study on the Costs and Returns to Xnsecricide Use on Cotton, ' 
and a Proposal to Reduce the Insecticide Subsidy". Ministry of ! ! 

I Agriculture/DEP, May 19B8. 
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there have been many complaints about t h e  quality of such 
I 

supplies. Settling this issue would require additional research. I 

Tn terms of farming tools, there has been some responsiveness : 
-to the needs of users, especially at the Taheua workshop, w h e r e  1 
new products (fencing, gardening tools) have been manufacturgd. In ; 
addition, experimentation has continued on animal traction I 

I 

prototypes at Ndounga. For the majority of farm equipment, i 
however, the continuation of the ''vente promotionnelle" has I 

inhibited any gains in design. 

3. Inputs production and supply by the private sectsr/cooperatives j 

[ 
The increase in fertilizer user prices combined with i major 

exogenous factor (continued devaluation of the  naira on the 
I parallel market) Contributed to gains in fertilizer market share , 

by the private sector. i 

In addition* measures to h e l p  private sector suppliers by 
easing fertilizer import procedures have been taken fn the Maradi , 
department, The M a r o d i  rural development project has also been 
promoting cooperative fertilizer bangs. supplied by private I 

traders. Aside from this particular instance. however. meaningful I 
involvement in input production/supply by cooperatives has .been 
very limited. Ferrilizer and crop protection cnemicals are indeed I 
stored in tne cooperative w a r e h o u s e s .  but cooperatives do riot oun I 
the warehouses, cannot provide for depreciation or maintenance* I 

I 

and have no financial incentive to handle and account far tnputs, : 
or to provide accurate information on requirementsb, Given their I 1 current legal, financial and managerial status, cooperatives in , 
&enera& will not be able to assume input production, supply or I 

aarketirrg until quite same time in the future. Transferring the CA 1 
to the UNC (a state supported and ~0ntX-0 l l ed  entity w h i c h  
supposedly speaks on behalf of cooperatives until the time ,they 

I , I  are sufficiently organized to do so themselves) can have little I 

significance in the Short or medium term. 1 
Finally, there are several pro~ects which train and equip 

I 

! 

rural artisans, blacksmiths, cartwrights. They certainly sprung up / 
in response to the same constraints ASDG was meant to address, but r 

their connection w i t h  the sector grant is tenuous at best., I 

I 

111. ASSESSMENT OF POLICY REFORM IMPACT 

~t is useful to keep in mind the statement o f  anticipated 
program benefits, from the grant agreement: 

"The policy 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 
policy changes contribute to agricultural pr~dtl~ti~n., 
The Dencficiaries of these poiicy changes will be 
E a r r n r r s  whose d e m a n d  for agricultural inputs the 
Cenrrale U1Appro-visionnement could not sa-Lisfy 
formerly because it could not deliver the necessary 

- d 

6 The role of the private sector and cooperatives is discussed in 
greater detail in the chapter dealing specifically with this area 
of policy reforms. 

-- 
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t 

inputs due to the excessively high subsidy level and ! 

the execution problem inherent in the present inputs  I 

supply system. A major i ty  of t h e s e  beneffciaries are I I 

subsistence farmers in tne various productivity 1 
project zones of the seven departments. The number of , I 
farmers w h o  would benefit from this is estimated at ! 
about 500,000. " 

I 

I 
1 

A. Macroeconomic I m p a s  

1. Fertilizer I 

I 

For fertilizer. tho primary effect by main group has beein ! 
determined mostly by the evolution of relative official/parallel 
market prices. Improvements in delivery systems, eitner tnrough I 

better management of the CA for the public sector or gains in I 

private sector efficiency, are also considered. 
I 

I 
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 15851 have assured it of a large 
share Of the Nigerken market cat least 50Z of total consumptfonf- 
Furthermore. even fertilizer officially distributed by the I 
Nigerien government was coming mostly frcm Kigeria up to 1983. 

I 
I 

The situation up to 1983 can be summarized as follows: i 

The private sector supplied Nigerian fertilizer to farhers in i 
southern areas of Niger, wnere demand was seasonal and variable 

i 
from year to year, but relatively strong, The private sector also j 
supplied the CA which delivered fertilizer to other areas of I 

Niger. The CA price w a s ,  even with state subsiaies, never b e l o w  i 
I 

the Nigeria free market mrder price, and it was de fact0 non 1 5  

I 

competitive in many southern oreas. In fact, the respective ! 
private s ~ c ~ o ~ / C A  Shares of the domestic Fertilizer market *ere 

i established by relative prices. Nigerlan fertilizer handled by the ; 
private sector penetrated northward from the border area up'to 1 
points where transport costs brought it up to the  CA price Level. 
with a devafuation ot the Naira, or an off ic ial  increase in &A 
prices tnis 'horizontal line' would reach further up. and the 1 .  
private sector mare of the market would g r o w .  

The size of  the Nigeria fertilizer market is such that in the 
areas where Nigerian fertilizer was lower priced than the C A ' s  I 
product there was a vxtuallv infinitely elastic S U P V ~ V ~  priced I 

primarily on the basis of transport costs from the Border. The I 

subsidy-induces input supply constraint invokecl in ASDG design . ! 

ttrerefore applied only t0 areas north of the "Nigerian zone of 
Influence", where tne CA was the major supplier. ! 

< .  
After 1984, h o w e v e r ,  Niger switched from CA purchases of 1 

Nigerian fertilizer to donor-supplied inputs, This practically 
eliminated the need for a CA appropriation, partially shifted the I 

responsibility for subsidies to donors. and provided a measure of 
insurance against a posslble drastic change in supply canditions 

I for Nigerian fertilizer. 

To the extent that  the reduction of direct subsidies was not 
entirely matched by gains in delivery system efficiency, th&y 
resulted in nigher user prices. the relative price advantage ofhi 

+ ? r. 
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I 
' I  

Nigerian fertilizer increased, ana CA sales were bound t o  lose I 

ground. Table Y on the next page shows the evoiution of official 
fertilizer use in Niger from 1966 through 1986. 

I 

The following is what we believe happened: 
! , The relatLve market share of the CA decreased,. 

and since demand for fertilizer is quite price 
elastfc, tQtal revenue from fertilizer sales fell I 

(Increase in unit price did not make up for decrease I 

i n  quantity demanded). The decrease in official I 

fertilizer sales i s  therefore partly clue a loss of CA I 

market share and partly to an absolute decrease in 
demand ; 

I 

This loss of geograpnic market snare also meant 
that the CA found itself supplying more marginal 
arcas* which raised its average delivery costs per ! 
unit of fertilizer; i I 

& The relative share os tke private sector I 

1 

rncreased ; I 

I 

There w a s  no impact on fertilizer users in I 
I 

soutnern areas ; I 

There was a loss in consumer surplus for  I 

fertilizer users in areas 'vacated' by the CA and F .  

taken over by the private sector; 
1 

a There was a decrease in the subsidy to fertilizer 
users in areas where the CA remained the dominant 
suppl ier . , 

I c Mircroeconumic and budgetary impact: 

A great deal of the economic analysis presented b e l o w  is 1 
based on increases i n  fertilizer prices related to ASDG policy I 

reforms, ~lthough the general conciusions we arrive at pertain to ' 
all c r a p s ,  the size of t n c  actual impact depends on changes in ! 
relative input/output prices. The following table presents the I 

evolution of official prices since 1982/83 for paddy and cotton, 
the only two crops for which t h e r e  is both significant fertilizer I 

u s e ,  and a high proportion of officially marketed production: I 

1 
I 

1982 19E13 1984 1985 1986 1987, 
--------lll-------_l_-------------I------- 

< . 
Paddy 8 5  05 90 90 70 71.5 1 

120 130 130 11C i cotton 120 120 
~1st C ~ O L C ~ )  i 

I 

I n  the context of competition against Nigerian suppiies. the ! 
budgetary effect was negative because with higher user prices* the j 
CA lost some fertilizer market share. The proceeds from donor- , 
supplies fertilizer were tnerefore diminished both through reduced ' 

sales, and because the CA Found itself relegatd to areas where 
the average distribution cost per unit of fertilizer was higher 
than i t  used t o  be. Furthermore, CA stocks in areas now taken ever , 
by the private sector wouia have to be sold at s loss, or m o v e  to ! 

atncr regions. P --$j 
G3 " f 
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I 
OFFICIAL CONSUMPTION OF FERTILIZER OVER TIME i 

(fN TONS OF FERTXLfZZNG N P P I K  UNXTS) ! 

N P205 K20 TOTAL I L 

I 

1966/67 120.0 B 2 . 0  36.4 238.0 
1967/68 159.0 90.0 46.0 295 Q I 

1968/d9 151 - 0  77 .  U 27.0 255.0 
1969/?0 207.0 8 5 , O  54.0 346 0 
1970171 72.0 74.0 29.0 175.0 
1951/72 133.0 82.0 37.0 252.0 i 

1972/73 212.0 11s.o 76.0 403 o 
1973/74 220.0 loo. o 70 o 390.0 
1974/75 80.0 63.0 14.0 157.0 
1995/76 287.0 290.0 94.0 631 .O 
1976/77 558.0 529.0 65.0 1r152.0 
1977/7a 963 . o 990.0 iz9.0 2,082.0 
1978/79 745.0 865.0 7 3 . 0  lr681.0 
1979/80 764.0 892.0 148.0 11804.0 ' a 

& 9 B O / 8 1  808.0 lr020.0 122.0 lr950.0 ' i 
1981/82 lrS22.0 1,796.0 213.0 3 r S 3 1 * 0  
1982683 leL86.0 1,644.0 106.0 2~936 .0  
1983/84 1,547-1 1,362.1 320:4 3,229.6 
1984/85 2r101.2 lu380.S 375.5 3,857.2 
1985/86 l r 682.6 573.1 334.8 2.790.4 
1986/85 % r 19s. 1 703 4 263.t 2~161.5 

: 
, . 

NOTES: N= 45% Urea 4 1SX 15-15-15 
P= 15% 15-15-15 + 20% SSP + 46% STP 

+ 35% NP Tahoua 
K= 15% 15-15-15 

SOURCES: Up to 1982/83,IFOC. DEC. 1984 
From 1983/64* C . A .  I 

I 

. ,. 

I 

1 
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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 w e r e  badly designed: after thirty months of "vente 
Promotionnelle" only about a third in value have D e e n  sold; this 
cannot be attributed solely to Credit constraints-. 

There may have been some recent efficiency gains due to 
better implement design. However, it seems that the most i 

significant improvements in the use of scarce materials were due 
to a shift in production to goods for which there was strong I 

demand (fencing, gardening tools). Here again, the airect l ink  to 
ASDG is tenuous. 

Returning to t h e  issue of subsidies for a moment, w e  note i 
t h a t *  as it turns out. s real increase in user prices for 
implements would have had the counterproductive effect of 
overvaluing tne assets of u a r K s ~ ~ o p s .  thus maintaining the state's 1 
ability to go on producing inadequate implements. , 

B f f i s i ~ c y  in distribution: 

ASDG-related gains in efficiency of input distribution'would ! 
I have to came about through a greater involvement o E  cooperatives ! 

and private sector entrepreneurs. There is no evidence t h a t ' t h i s  
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 i 
oE the Ministry of Agriculture, Here too, the GON abandoned the 
national budget appropriation approach in favor of donor-supplied ; 
cnemicals, spraying equipment, airplanes, vehicles, training* etc. ; 

i 
A s  far as we can tell, there has been virtually no budgerary 

or resource allocation impact from ASDG through crop proteckion 
cnemi cal s. 

t 

B. Net effect bv main group 

1. Rural h0usehOldS on irrigated perimeters i 
Large-scale modern irrigated perimeters followed by ONAHA I 

cover almost 11.000 hectares, over half en the Niger river.. 
Production includes mostly rice, but also sorghum, onions, wheat ] 
and cotton. ONAHA ~@rimeter~-5bsorb about half of all fertiLizer , 

throumn official channels &n Ni~er. ~lthough there are hacdled 
private sector i n r ~ a d s ,  riverine perinetars are still mostly I 

supplied by the CA, so that  the impact of price increases can be 
, - 

sizeable. Part  of tnls increase may be offset by the fact fnat I 

some paddy is bought from these farmers at official prices, but 
the rest of their rice, and Other irrigated or non-irrigated Crops : 
on which they apply fertilizer, are traded at free market prices. I 

----.-"-- -. --. i 
t3 On the appropriateness of farm implements and technical , 
packages* see "Evaluation des Th&mes Techniques en Republiqus du , 
Nigerw, Xthaca International , December 1983. 
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Non riverine perimeters 

Small-scale irrigation i s  carried out on an estimated 70.000 ' 

hectares, for traditional rice. cotton, onion and off-season 
vegetable production. Because of its location in southern areas of ! 

Niger. ue estimate tha t  virtually all fertilizer (as well ak pumps ' 

and fuel) applied to these high-value crops is supplied by the 
private sector. The impact of official fertfllzer price increases j 
on these farmers was therefore negligible. 

2. Rural households l n  nigher rainfall areas 

Relative to other regions of Niger, producers located ' in the : 
southern parts of the Dosso, Maradi and Zinder departments benefit 
from two factors; higher and more predictable rainfall, and 
proximity +o Nigeria, a considerable factor and products market 
(fertilizer. cowpeasl. 

1 

Significant decreases in fertilizer demand by farmers in the  . 
Maradi rural development project area between 1977 and 1983 
prompted a studyY to estimate private sector supply, The report 
concluded tha t  about 80 % of fertilizer used (over 3,000 tons) 
were purchased on the parallel market. When w e  consider the fact 
tha t  the better part or fertilizer officially distributed to 
farmers by the project (the other 202 so to speak) was bought from ' 
local traders, we realize that due to its lower price fertilizer , 

from Nigeria dominates t h e  Maradi departement market. There is 
recent evidencs that cooperatives in t h e  Maradi departement are 
now deafing with private traders on a relatively large scale. 
(growrh in tne Haradi project's Uanques d'engrais program f r o m  2 
pilot villages in 1966 to over UO functioning banks in 1987. 

In this case also, w e  believe that the impact of fertilizer 
price increases on farmers in tnese areas was negligible. 

3. Rural hO~seh0lUS In lower rainfall areas 
1 

In fhese areas, farmers nave to contend w i t h  harsher 
ecological ccnditions, nigher input prlcqs and fewer marketing I 

opportunities. Fertilizer use in such areas has traditionally been 
low; the productivity of phosphate fertilizer applications'being ' 

such that at 19d6 input prices millet should have been Worth at , 

least 135 CFA/K ~  to provide a safe margin of incentive to 
f armersxo . 

AS i n  t h e  case of riverine perimeters, t h e s e  are typically 
the areas where the CA is. the mafor supplier, so that official 
price increases were passed on to users. Contrary to perimeters, , 

however, productivity and output prices are low, so that the fall 
in fertilizer demand and the impact on farm income must have been 
proportionalXy largest. 

- 
9 Ministdre du D&veloppernent Rural- "Niveau de Consommation et 
Formes d8Utilisatfon des Engrais Minerdux darks la Zone 
d'lntervention du Prolet". PDR Maradir 1984. 
10 FAO/Landez in "Retrospective Study of Fertilizer Supply and 
Demand in Niger", Ministere de i'kgriculture. DEP. 1986. , i 
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4. Large traders 

Large traders, in the Dosso. Maradi and Zinder departments 
nave traditionally been involved in large-scale fertilizer supply 
to government agencies and projects, This fertilizer came f r o m  
Nigeria. In 1982. for instance, large traders delivered 11,120 
tons of fertilizer to the C A I  and up to aSX oE fertilizer 
distributed to farmers by the Marsdi rural development project w a s  I 

procured from Nigeria through traders. Since 1984 some iarge 
Maradi traders have supplied Nigerian fertilizer (urea and super 
single phosphate) to Mali and Burkina Faso. Official transit 
shipments ranged from 500 to over 600 tons per year. 

I 

In the early years of the Dosso rural development project at , 
least one traaer realized considerable profits {several hundred 
millions FCFAJ by supplying rhe proJect with Nigerian fertilizer 

I 

at world market prices. The Centrale d'Approvisionnementr however, 
purchased fertilizer lmported from Nigeria by large traders 
through a more efficient tender and b i d s  system. 1 

Although increased fertilizer grants from donors hove 
displaced private suppliers to the C A ,  they are still active. The 
Seed multiplication centers absorbed nearly LtSOO tons in 1985, 
and 2.000 tons in 19Bb. 

I 
Large traders have felt a negative impact through the 

increased GON reliance on donated fertilizer as opposed to large ! 

scale open 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 possible case, losses i n  CA sales 
over the last two campaigns for which we nave data 11985 anQ 1 

1986)~ were ~OmpletelY offset through increased sales by the 8 k 

private sector. but this represents only 2,000 tons er so per 
year. Finally, we do nor know tne extent to unicn t h i n  potential 
market w a s  Qivided between large and smail traciers. 

5. Small traders 

Small traders were not involved in large scale deliveries to 
the CA or other large claents, so that the GON's shift to donor- i 

supplied fertilizer had little effect on them. 

W e  believe m o s t  small traders are active: in wuthern areas of 
Niger where demand for Fertilizer is most predictable and 
strongest. w e  made the point before that the ASDG related 
fertilizer price increase had no effect on tnese areas since CA 
fertilizer was not competitive there in the first place. For the 
better part of their sales, therefore, the decrease in direct 
subsidies had no impact. 

However, to the extent that ASOG reinforced t h e  trend toward 
lfbcralization c£ input supply. particularly in the Maradi 
Department, Small traders as a group, and the economy in general 
benefitted from gains in market efficiency [lower transactiari 
costs, increased competition). 

I 

In the case of areas Where user price increases made Nigerian : 
, fertilizer more competitive t h a n  the CA products. the gain  in 
I '-"yL 

i .- I 



private sector share of the market must have accrued almost 
entirely to small traders. 
IV* CONCLUSLONS 

A. Assessment of the Economic Rationale 
I 

ASDG designers correctly identified the agricultural inputs 
purchase or manufacture-delivery complex as a major constraint to , 

rural sector development in Niger. 

However, the complex. multi-facetted issues related to . 

agricultural inputs were eventually translated into only two types 
o E  conditions precedent in the grant agreement, one of which was 
inconsequential in the short term (transfer of the CA to t h e  UNC), ; 
and the other hrghly skewed in its impact because it addressed 
only direct subsidles. ReCluCtiOnS in indirect subsidlas (through j 
better input design and overall s y s t e m  management) were not 
integratedJa. 

In retrospect we see tnat the classic economic a r g u m e n t s  w e r e  i 
basically sound, but applied differently to various types of I 

inputs. The rationale even applied differently to.the s a m e  input 
depending on the specific context in which it was traded and used. ; 

In general, the extent to which limits on CON budget 
I 

I 
subsidies constituted major supply constraints was overemphasized: 

There 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 slight ( 

supply constraint in northern, rainfed areas where the CA 
dominated. In any case, t n i s  argument became moot as of 1986. 

The supply constraint argument probably applied best to crop 
protection cnamiceis, especially those applied to cotton, The 

% 

I 
problem there was compounded by a larger factor: a very high 
producer price leading to annual losses often exceeding global 
appropriations to all input subsidies. 

I 

I 

For implements, the real supply constraint was inapprdpriate 
design, largely QUe to the centralized an8 inefficient management ! 
of the workshops; this still applies to a large extent. 

The resource allocation argument was cogent, and applied 
directly to crops traded at free market prices. but for m a j o r  
input-using crops (rice and cotton) the setting of official 
producer prices can nullify any action on input prices. 

In the case of Implements. the resource allocation problem 
w a s  much more related to design than to direct subsidies on user I 
prices. 

11 There was on t h e  one hand a desire to have this happen under 
ASDG related project activities, and on the other a failure to 
recognize that direct subsidies can be reduced in the short term 
while indirect ones require a much longer period. 

I ' 
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8 .  Assessment of Implementatior~ 

In terms of implementationt ue f i r s t  note that exogenous 
factors (GON reliance on donor-supplied or financed inputs and the 
continued devaluation of the naira on official and parallel 
currency markets) had a major positive i m p a c t  on t w o  key 
variables: the national budget and input supply constraints. 

Tne second noteuorthy poxnt is that some institutional 
measures taken by the GON snaryly limited the reduction in direct I 

subsidies (transfer of chemicals to the DPV, sale of all 
implements at "vente promotionnelle" price over thirty montnsl. A s  
far as farm implements are concerned. nowever, an increase'in 
official user prices would have been futile at best and pussibSy 
counterproductive. Effective reduction in direct subsidies I 

! 
therefore only applied to fertilizer. I 

Thirdly. decreases in indirect subsidies, which have always 
been a much greater loss to the economy than direct ones, have 
been very modest. Yet, the decentralization of inputs (fertilizer' 
to the CA, chemfcals to the D P V ,  implements to the worlr~hop) uas a 
very positive step. ~ l s o ,  gains realized by the private sector on: 
fertilizer, gardening tools and small pumps were sizeable, 
although not attributable only to ASDG. 

The fourth point is that soma other institutional measures I 
taken  in response to ASDG are meaningless in the short term. 

I 

A transfer of the C A  (and of the workshops) to the 
I t  coaperative movement" rnrough the UNC is not meaningful in the 
short or m e d i u m  term. They are not in "transferable" conditioa. 
and the cooperative movement has neither the incentive nor the ' 
resources to tale t h e m  over. 

I 
i 

BY the very nature of its infrastructure and mandate,, the C A ,  
cannot fairly compete with the private sector; they w i l l  have to ' 
share the domestic fertilizer m a r k e t  according to their respmctivth 
prices and market orientations. 

I t 

The GON has definitely come to terms with the fact that the ' 

private sector has e role to play in agricultural inputs. but the+ 
will retain through ihe CA some political control over the sale, 1 
distribution and proceeds from donated fertilizer. c 

I C. DistributionalImpact of ASDG A=$-cultural Input Reforms . 

As we noted previously in this chapter, there was a ,  
considerable gap in scope and level of derail between policy ; 
reform orientations prescribed in the PAAD and conditions 
precedent spelled out i n  the grant agreement. This Led to' an undue 
emphasis on the more "m&nageable" or easily verifiable aspects of 
policy reforms, gradual removal of direct subsidies. To the extent 
that these were not matched by a commensurate reduction in 
indirect subsidies Cthrougn Detter management anu efficiency in ; 
the whale input complex) the burden of adjustment w a s  placed an , 

certain groups: 
1 - Farmers on rivsrine irrigated perimeters. 

- farmers in lower rainfall, marglnal areas. 
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POLICY REFORM AREA: THE ROLE OF COOPERATfVES 
IN FACTOR AND PRODUCT MARKETS i 

I 

! 
I 

Thls chapter deals only with policy reforms associated with , 

cooperatives because the  role of the private sector is covered in 
other cnapters of t h l s  report. Only cereals are included In the 
discussion of product m a r k e t s .  

i 

1- DESCRIPTION OF THE POLICY RATIONALE 

The intenz of kubG cooperative policy reform was to encourage / 
cooperative participation and promote efficiency in the supply of I 
agricultural inpurs, and i n  graln storage arid marketing. 

I I 

ASDG designers recognized that cooperatives require incen- 
tives to particrpate in factor and grain markets. The major- in- I 

centfv6 identified was liberalization of the economic and legal 
I 

environment in which cooperatives m u s t  operate. ! 
I 

The main constraints to progress may be summarized as fol- 
lows: I 

I 

I - O f f i c i a l  policies hinder rather than promote private 
trade and business, including t h s t  carried out by 
cooperatives; 

8 + 

; 
- Government regulations comalns with thin capital markets 
to concentrate economlc power; 

i 

- Cooperatives were created by government fiat with 
constraining statutes. are void of capital. motivation and I 
management ~ K i l l S t  and are manipulated by local elites; I 

I 

i 

8. Solutions 
I 

I " Policy reform was to take the following orientations: 
I 
I - Encourage the evolution of cooperatives as grain 

marketing and storage intermediaries and as agents for , 

input delivery (Grant Agreement); 
2 I 

! - Locate financial responsibility at the GM level with 
contracting power &nd borrower status ( P A A D ) ;  

I 

I - Make membership more flexible and voluntary so members 
develop an affinity towards the cooperative (PAAD);  1 -  

I 

- Promote a wider and more Flexible approach to legal . , 
caaperative activities IPAAD); I 

! - Institute immediate and drastic sancti~ns for  non- ! 

reimbursemerit of credit (PAAD). 
I 

. / ; >> 7 
. t, . b  
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, 

The assumptionr critical to the success of cooperative pol icy  
reform included: 

- The GON continues its commitment to develop relf- 
managed cooperatives ( P A A D ) ;  i 

- The response From cooperatives ensures competition in 
the marketing of agricultural inputs and outputs (PAAD). 

I 

11, POLICY REFOM EXPERfXNCE 

The primary objectlves for promoting cooperative cereal 
marketing were li )  to decrease OPVN recurrent costs due to:large 
centralized s e c u r l t y  stoclcs. arid tli) to decrease the delivery ! - 
costs of security stocks in times of food deficits. I 

t 

Secondary objectlves IncluQed 4 1 )  stabilization of loeal I 

grain prices. and ( i i )  cooperative participation in grain mar- I 

ket ing. ! 

A, Conditions Precedent 

The single condition precedent from the grant agreement 
states: I 

"Taken appropriate measures to further the promotion of I 
village level grain storage through arrangements with 
cooperatives or GMs as intermediaries (notably the ~ I 

development of cereal b&nK~)". I 
1 

The monitored indicators of campliance and impact oP cereal 
banks included the level of cereal bank stocks (objective: 6000 1 
tons) the levels of GON village stock programs. and a study of the1 
economic viability o f  cereal banks. ! '  

Although there has been no use of the  counterpart fund for 
such purposes, the GON has promoted the growth of VilLage grain 
stotics through (i) consti~tution of a "Stock de R~serve" and (iil. 

! donor-fundad cereal bank programs. 

I. Stock de R m e  

The "Stock d e  Reserve" resulted from a 1985 decision by the i 

COnseil National de Developpemenr ( C N D ]  stipulating that each 1 

taxable individual conrricute 10 kg of grain to a village~stock. ; 

The purpose was to promote food security in rural areas and to 
provide against shortfalls in grain availabilityt such as occurred, 
after the 1984 brought. A complementary economic objective was I 

snort-term stabilization of grain prices. 

On the basis of a survey by the Ministry of A g r i ~ ~ l t u r e ' ~  
Statistics Service the total amount contributed to the stock was : 
about 17,000 mtA. Since the initial survey there have been no 
follow-up studies on the stock's evolution. It i s  likely that any 1 
stocks remaining after the mediocre 1986 harvest were consumed. We, - 

I - ------- 
I. "Resuits of Analysis oP t h e  Enqukte S t o c k s  Villageois". April, : 
1986. Ministry of Agriculture. DEP/SA. Niamey, Niger. 

L;) 
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I 

I 
do know that some villsges used the reserve stocks to constitute a; 
start-up stoc~ for cereal bank P ~ O J ~ C ~ S ~ ,  I i 

In most cases, start-up stocks for cereal banks are provided 
by the World Food  Program (WFP). Cereal bank projects are i 

I 

administered by the International Labor Organization (Maradi and , 

Zinder) or by regional development projects (Maradi, K e i t a  and 
Tahoua). The initial stock is calculated to cover 10Z of i 

cooperative or GM food needs for the "soudure" period (June- I 
September). Table 1 indicates 1986-87 stock levels for the Pour ; 
ma3or cereal bank programs in Niger. I 

I 
i 

Cereal bank development is organized through the UNC System; i 
all decisions relared to stocic management are under the control o f !  
the eoaperatives or GM. I 

Distribution of cereals to bank members is an a in-Kind I 

basis. An executive committee decider when stocks are ro be re- 
leased. In-kind recuperation of stocks after harvest is accom- ! 

panied by an interest rate which varies between 25-50%. Znterest 
payments are meant to cover operational expenses and contribute tol  
the growth of the stock. i 

The overall goal of the  cereal bank program is to gradually j 
increase grain stocks to cover 100Z of cooperative or GM cereal j 
requirements for the "soudure". I 

I 
In the event that cooperatives or GM possess surplus stocks ; 

(possible Under ~0nQitions of two or more good consecutive grain 
harvests), or need to rotate stocks, they are free to deciCe when I 
to market surplus ana to set prices. 

Implementation experience of the cereal bank program i s  , 
assessed with respect to the program's o w n  objectives: seLf- 
management of community resources, food security and grain mar- , 
keting, price stabilization and rural incomes. 

a. Self-Managerent of Couunity Resources , 

The cereal bank study' found that bank members view stocks as: 
under their complete control. They Qo ln fact exercise sole I 
decision maKing power over the management of the cereal bank. . 

I 
b. F m  Seourity and Grain Marketing c 

In deficit years, stocR replacement is naturally low., In 
subsequent surplus yesrs. replacement razes are high and stock I 
levels return to previous levels because farmers pay back both 
past and current grain loans. Although overall growth in s t o c K s  i 

I has been slow farmers recognize a need to maintain a village 
security stock. i 

Experience from the ILOlMaradi proJect shows that faraers 
repkace depleted cereal bank stocksr but first reconstitute 

---.- - 
I 

2. For a complete description and analysis of cereal bank programs: 
see "The Contribution of Cereal Banks to Food Security and Price 
stabilization in Niger". 1987. Ministry of Agriculture. PEP/SA. 
Niamey, Niger. ;c' ~ 

, -< 3. Ministry of Agriculture. op.citL 1987. ;:; 52 
.A,. , 
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I 

Evolution of Four Cereal Bank P r o g r a m s  Table 1. 
1962-1987 I 

! 

! 

I__dI_C__-____-_-_-----------------------------------------_ 

Program Year N u m b e r  of Danks Total Stocks 
(mtsl 

--_________________----------------------------r---_--------~ 

Maradi/ILU 18U2 12 214.7 
3983 I4 3L15.8 I I 

1984 1 0 410.0 ! 

1985 25 232.6 , 

198ti .37 604.7 . 
1937( 3 )  

I - - ! 
--I---____________1--------------&------- --- I 
Kelta/PIK 1984 14 

I 

260 ! 
1985 I+ 266 i 

1986 14 343 
19671 5 1 - - i 

! 
--_1_1__--______1__------d----------------------------->----- I 

Tahoua/PP 1984 7 57.8 ; 

1985 t 
11 214.7 I 

lsac le ~06.6 
1987 35 480 

-l----__-__--_l--l_---------------_---------__ --------- t 
Zindsr/ILO 1985 7 100 

1'386 
I 

10 264-2 , E 

1987 19 304.2 . i 
--__________CII____-_---------------.++-----,--------- E < 

I , 

(1) 1987 figures unavailable. 

I 

1 
! 
/ " 

! 

I 

I 

? 
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private household stocks. They v i e w  c e r e a l  banks as a meanscof I 
providing for food security, but not the only means. 

i 

Stock growth partially depends on whether cereal banks can 
purchase and s e l l  cereals to take advantage of temporal and.-- ! 

gi~nal differences in procluction. This requires better access to I 

capitals and to information on grain markets and prices. 
I 

c. mice Stabilization and Rural Incores 

The level of stocks determines the length of time members can ! 
avoid higher parallel market prices i n  years of d a f f - c i t  
production. To date, stock levels nave only been sufficient't~ 

I 
I 

offset price increases for 3-4 months. Cereal banks have thus I 

mostly served to protect rural incomes rather than increase them. j 
I 
I 

I I 
C. ASSESSMENT OF POLICY REFORH INPACT I 
1, Macrcoeconoric/Budgetary X m p a c t  , 

W e  believe the Overall macroeconomic/budgetary impact is 
insignificant because in the best of cases, village level Storage I 
would progressiveLy replace central storage, y e t  both are being 
financed by donors anyway. There m a y  be saving only to the extent 
t h a t  a GON counterpart is provided in each case, and that it is I 

lower per ton stored at the village rather than at the central I - 

level. 
I I 

Furthermorer a major c o n c l u s i o n  of the cereal bank study 1 
relates to their scale and impact. ASDG designers implied that a 
national system of v i l l a g e  1eveL storage (e .g .  cereal banks) can 
reduce the costs of maintaining national food reserves. H o w e v e r .  , !  

j i 

i 
neithsr the a c t u a l  s i z e  of cereal bank stocks tas of 1987 a b u t  

. , I 
1,700 mtj, nor the envlsloned goal of 6.000 mi, are sufficient to / ! 
substantially affect potential GON budget outlays for maintaining 
a security stock of BQ,000 m t s .  

t 

I i 
2, Foreign Exchange Impact 

The same principles apply; t h e r e  can be a foreign exchange 
saving only if village level storage is less foreign-exchange 

! intensive than central storage. The only significant savings in 
foreign exchange will n o t  come about through storage practices, 
but tnrough an increase in Qomesric preduetion reducing imports of : 
grain from Nigerla. ! 

3, I m p a c t  on R e s o u r c e  Allocation 

Cereal banks could eventually influence donor allocation of 
resources for grain purchases and storage. To the extent tfiat 
cereal bank stocks grow, donors could spend less on purchasing and ) - .  

maintaining security stocks and reallocate financial assistance to , 

more productive investments. From the donors perspective* the 
Impact of cereal banks is potentially positive. Thus f a r  the low / 
level cereal bank stocks hsve had no impsct on donor assistance 
to OPVN. 

, I 

I 

.i, 
_,I. , 27-\ 
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4. N e t  Effect by Main G r o u p  I 

a. Grain Deficit Rural H w s e h o l t $ s  ' I 

1 
Cereal banks have made a ~ositive con+ributfon to short-term! 

food security on a geographically small scale. Likewise, by navink 
access to cereal bank srocks. farmers temporarily avoid local ! 

price increases £or grain. Cooperative officials in the Tahoua 
Departement confirmed that ceresl bank stocks helped prevent 
increases in local grain prices during the 1987 soudure. , 

8 y  serving as an alternatzve to potentially high parallel 
market prices cereal banrs nave had a positive, although t e m p o -  ; 
rary, impact on rural incomes. The impact is more positive for  : 

lower-inceme h0~SeholdS. 

I 
b. Grain Surplus Rural Households 

Cereal banks have no impact on grain surplus households. 
Surplus hOUSehOfdS do not require cereal banks for food security 
or price stabilization. To the extent that  cereal banks may be : 
future competitors In local grain markets. there may be a negativ~ 
income i m p a c t  on surplus households, 

I c. Traders 

There can be a negative impact on grain traders through loss' 
i of demand. or L o w e r  prices and interest rates, This has been i 

minimized by low cereal bank stock levels. However, in areas where 
cereal banks operate, traders have been forced to store grain for/ 
longer periods and have incurred higher storage costs. 
Alterna-tively, they have been forced to find neu markets for quick 
s t o c k  turnover. , 

Cooperatives still have considerable marketing problems and , 
are rarely strong tompetltors on grain markets. However, there a? 
some encouraging signs: in a pilot program implemented tsmugh the 
ILO/Zinder project cereal banks sell grain to cooperative I 

boutiques in the pastoral zone. Thsra is also a program [hfrique / 
Verte) in which cooperatives barter paddy for millet. I 

d, Urban Consumers 
I 

The village level cereal storage program has had virtually no 
impact on urban consumers. Cereal bank stocks have only been 
sufficient to provide temporary food security and price stabi- 
1izatJan for rural households. Cereals furnished By private i 

rraders and OPVN still dominate urban markets. I 

! 

111. COOPERATIVE SUPPLY AND MARKETING OF AGRICULTURAL INPUTS 
I 

A, Conditions Precedent 

The ASDG grant agreement states two conditions precedent to 
achieve,a  cooperative eased Lrrput supply agency. These  are: 

\ 

' ' ~ d k e n  appropriate m e a s u r e s  to the develop the Agri- 
cultural Inpux Supply Agency LCentrale 
d'appr~visionnement- " C A " ~  toward a cooperatively owned 
input supply entity in competition with other merchants t 

and traders in the private sector"; 
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I 

"Taken appropriate actions to make  the CA move closer to 
being an autonomous cooperatively owned entity and ensured 
the existence of competition between the CA and private 
traders by not granting the CA a monopoly* de jure or de 
facto, in the supply of inputs.'' 

! 

A crucial question is whether these conditions precedent are : 
necessary and sufficient to guarantee efficient cooperative t 

participation in input supply. The conditions precedent provide 
L 

I 

the necessary legal framework for cooperative participation in 
input delivery and ensures that the CA will operate on a com- I 

petitive basis with the private sector. 

Although the conditions precedent are necessary first steps, I 
they are not sufficient t.o guarantee that a more efficient input 1 
supply system will emerge. They do not solve the UNC's financial ! 
and management problems which prevent it Prom successfully 
incorporatfng the CA ifit0 its activities nor increase the ability 
of t h e  UMC to effectively compete in input supply markets. As I 

i n o t w  in a recent GON evaluation of the CA: 

"Efforts to increase efficiency in the supply system for, 
agricultural inputs have not given sufficient attention to 
the development of a competent cooperative management 
sysrem. Given that the cooperatives and GM hove not , 
attained a level of organization and manasemenz as true 
rural 'enterprises' at the service of their members. it is 
very risky to incorporate a centralized input supply " 

service (into the cooperative system) with a profit making I 
! 

capacity". i 

The same document goes on to staxe: I 
I 

I 

"The impact of the evolutlon of the CA towards o I 4 

(cooperative] profitable enterprise is limited by a 
certain number of fundamental constraints. such as; 1 i 

L - the method of transfer and delivery of inputs; I 

- price policies; 
- the Lack of autonomous decision making; - the lack of capital: 
- the absence of agricultural credit; and. I 

- the lack of a marketing and diversification ~ t r a t e g y * ' ~ ,  ! 

B, A c t u a l  Implementation 
1 

Implementation of the conditions preaedent is discussed f r u m  : 
two perspectives. First, the fulfillment of the legal requirements 
for the  transfer of the  Centraie d'Approvisionnement CCAI +o a 
cooperatively owned input supply agency. Second, the Statutes 
which govern the activities of the new input supply agency. I 

I .  

---- 
4. "Evaluation Interne Vofet Approvisionnemenr en Intrants 

I 

Agric~les Projet Appui a la Production AgricoLel'. Janvier, 1988. i 
RbpuDlique du Niger. Ministere de liAgricu1ture et de i 

1'Envlronnement. Progrsmme CCrealier National. Our parentheses. 
.4--& .-') 

' t/J- 
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to the Union Nationale des Cooperatives (UNCIS. The major 
components of the Decree are: 

- The State cedes to the UNC the C A ' s  land. buildingst 
furniture, rolling stock, as well as material stoeks and 
agricultural products which are not subject to 
reimbursement through counterpart funds; 

- The State assumes the past debts of the CA; 

- The UNC will assure the elaboration of new CA Statutes 
which will allow t h e  CA autonomous management. 

drafted new statutes ior a "Centrale Cooperative 
d'~pprovisi0nnement (CCAl."& ~f;e starutes  define the C C A ' s  

not been reviewed by the Conseil des Ministres and the CCA 
continues to receive its legal authority from the 1984 GON. 
Ordnance which establishes the cooperative system. Ln other wordst 
the CA is operating under procedures defined by its old sfatutes. j . 

i 
One particular aspect of the proposed new CCA statutes is 

the CCA, the CCA is exonerated from the payment of a host of 
administrative taxes, licenses and import duties. Although' one 
could well argue that the exonerations do not give the CCA a 
monopoly per se, they do give it an advantage over private, traQera 
who must pay these cos t s .  

In a more general sense it can be strongly argued tnat the I 

prOpOSeQ CCA 1s not really "autonomous" in the sense that it has I 
soke decision making power over its activities and resources, For j 

to emphasize its role I n  importation and distribution of agro- 
chemical products, the promotion and extension of agricult,ural 
inputs in rural areas, participation in t h e  development of 
national fertilizer resources. and the definition of a national j 
strategy for input supply. Without the autonomy to decide which 
activities it will engage in, and therefore the management of 

efficient. 

C .  ASSeSslent  of Policy R e f o r m  I m p a c t s  
i 
1 The transfer of the C A  to the cooperative rector has only I 

bean a paper transaction. The "sufficient" conditions which would j 
allow a cooperatively ourred CA "to c-&_~pee with other merchants ! 
and traclers in the private sector" are not specifically addressed, 
i n  the ASDG. 

-----. 
5. See: " A r r Q t e  no. 0016/MDPM/CTEP/SEM du 23 juin. 1987. Portant 
transfert  de  l a  Centrale d'Appl~ovisionnement a IiUnion Nationale- 
des Cooptkratives (UNCJ". 

Republique du Niger. 
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i I 
The proposed new statutes for the C A  do n o t  provide for an I 

"autonomous" input supply agency. Furthermore* the new statutes 
give the cooperatively owned CA financial advantages over the 
private sector by exempting it from various administrative and 
import taxes. With the exception of the legal transfer of the CA 1 
to the UNC, t n e  conditions precedent have not been implemented and 
the reform measures taken by GON contradict the obSectives of the 
ASDG. Under these circumstances it is not possible to discern any ' 
impacts from policy reform lmplementatlon. I 

1 
I 

XV, cONCLus~ONS 
I 

This section summarizes problems encountered in increasing I 

1 
t h e  effective role of cooperstives in factor and grain markets and ; 
suggests some solutions. ProbSems are discussed witn respect to ! 
the original objectrves in each policy reform area as specified in 1 

the ASDG grant  agreement. Proposed ~0lutiOnS couid be considered 1 
Under ASDG 11. 

I 

A. Cooperative Hoie i n  Grain Storage and mriceting i 
I 

Objectives 1 and 2.  Decrease OPVN Recurrent and Delivery Coats 
> 

The major problem encountered w i t h  cutting recurrent and 
I 

aelivery costs has been one of incentives. Currently, the costs uf I 

security stocK storage and delivery are not  incurred by the 
Government, but by donors. The GON has an incentive to maximize 
the alLocation of receipts from grain sales to a general coun- 
terpart fund rather than cutring OPVN costs. , 

I 

The minimum level of food security StOCkS for Niger has been i 

estimated at 80r000 m t .  Actual .cereal bank stocks in 1887 did not 
equal one-fortieth of rhis amount. and the target level of 610Q0 a , < 

r n t  i s  not that much more. Whether based on actual or programmed 
stock levels* cereal bank S ~ O C K E  would not be sufficient to offset : 
o very large proportiorr of OPVN recurrent or emergency delivery I 

costs. 

A possible solution would be to encourage donors subsidizing 
OPVN recurrent and dellvery costs to stipulate thht  receipts'from j 
grain sales are to be used exclusively For meeting these costs. In 
addition* as rural cereal banks stocks g r o w ,  OPVN should m a k e  
corresponding decreases in its own security stocks, Support should , 

be given to moniroring of cereal banK stock levels and to the 
expansion of cereal bank programs. 

I 
t 

Objective 3. Price Stobilizalron I 

I 

Although it had a positive Impact, price stabilization has 
been acnieved only in the short-term and only in villages where 

I 

cereaL banks e x i s t .  The problem i n  promoting longer term and more I .  

widespreaU prlce StabillZatlOr~ 1s due to the slow growth in stock 
levels caused by unfavorable climate and d e f i c i t  production i n  
some years. 

Short term price stabilization can be attained over a geo- 
grzphically larger area by promoting the expansion of current 
cereal bank programs. Longer term grain price stabilization will 
require increases in graln production, processing and storage 



Ob~ective 4. Prorote Cooperative Participatian in Grain Marketing 

This policy approach suffers from trying to cackle at the 
same time constraints paralyzing cooperativess and obstacles to ! 

cereal trading in general. Consequently, although the goal is ! 

worthwhile, the impact has been llmited so f&r. 

Possible solutions will be closely connected to continuation 
Of efforts to improve market eftlciency, reporting of market 
conditions aLd prices, and the development of credit instruments. 
One shw.~lQ also support the expansion of activities lixe the 
ILO/Zinder cereal bank project and Afrique Verte which promote 
cooperative based marketing channels. 

B. Cooperative Supply and Marketing of Agri~uitural Inputs I 

There are two problems in attaining the efficiency objective . 
as envisioned under the ASDG. 

First, the ASDG conditions preceder~t assume t h a t  ( i ]  'the CA 
i s  an agency the UNC wants to incorporate, arrd ( i i )  that  the UNC 
has the skills to efficiently manage an input delivery service. 
Neither of these assumprions are true. The UNc has pretty  much 
been forced to accept t h e  CA Lit d i d  so only after the GON assumedj 
all past  C A  debts), and the UNC itself does not yet have the 
capability to effectively manage the CA. 

Secor~d. the new C A  statutes give the CA and UNC v e r y  little ~ 

autonomy in decision makrng. I ,  

Future ~0nditl0ns precedent and program outputs should be linked 
to the following actions: 

i 

- improvements in the stack and financial-management 
capability of cooperatives participating in the input 
delivery service; 

- cooperatives given complete autonomy in determining 
which i n p u t s  they will handle. what will be their source 
of supply. and input price levels. A credit mechanism I 
snould be established whereby cooperatives have access to 
capital for financing input purchase and delivery costs. 

k complemenrary and essential actlvity to promote better 
cooperative management will be to continue the CLUSA cooperarive : 
development project. 

1 

i I 

, 





I. ASDG Rationale and Approacn 

A. Macroeconomic Sta~ilization 

The local currency fund was to help relieve Niger's budgetary I 
and balance of payments problems without resorting to commercial i 
mrrowing wnich would worsen the debt situation, wnile safopuard- 
fng essent~al past and current investments in the agricultural , - 
sector. 

The main features of the approach w e r e :  
I 

- Disbursement wss to t a k e  place in trancnes, upon satis- 
I 

faction of conclitions precedent specified in the grant 
agreement; i .  

- the local currency fund was to have separate budgeting 
and management from the rest of the investment buaget; , , 

- tne allocation of local currency funds were to C>e gov- 
srnea by a set of guidelLnes and criteria, defined in the 
original srant agreement, 

Altnougn the local currency fund Qsfinirely helped relieve i 

budpet constraints, soma basic assues are still not totally re- , 
solved: 

- The GON apparently does not consider structurally low 
absorptive capaclty as a major obstacle to increasing its 
investment budget aver time. In the case of the local 
currency fund two-thirds of available funds were allocated I 

to incremental activities rather than to recurrent costs. 

- Separating the local currency fund from the resf o f  the 
investment budget may be necessary for accounting or man- 
ogeBtent purpOSebr but it does little to facilitate or im- 
prove the overall efficiency of tne investmen+ budart 
process. Furthermorer mere separation does nor solve the 
funqibility problem. 

- Finallyr does the  local currency fund help Niger face 
the difficult issue of recurrent costs, or does it lead to 
a postponement of hasa choices .? 

8. Structural Adjustment I 

I 

Tne ASDG policy r e E o r m s  areas were correctly identified as [ 

areas of fundamentaL constralnrs to agricultural development. Pol- 
icy reform objectives were therefore mostly efficiency oriented, ' _ 
The existing s y s t e m  ot anput provzsion through t h e  CA w a s  bath r 1 
buQ@etary drain and i cause of inofficSent aiioca+ian o b  m o d m r n  ! 
inputs. OPVN's role in cereals marketing did not effectively sta- 
b i 1 i . p  or support farm Prices. lntroducea disrortions. and also 
tonfributsd to GON budget defierts. Administrative and fiscal im- 
pediments to exporting livestocK and coupeas acted as disincen- , 

tives to producers and traders, encouraged illicit trade, and con- ; 

centrated market power in the hands of large traders. 
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One m u s t  recognize that ASDG has been tackling some of 'the 
most fundamental and sensitive p o l ~ c y  issues. Chris Hrrmanna wrote 
in 1985 that "performance dxabursement should not be used to tn- 
duce paAicy rrEorm, ~ u t  rather to facilitate further changes which 
are alseaay unclerway or are likely to occur in s o m e  limited fash- 1 

ion". I 

Tnis certainly limits rhe risk tnat policy reforms will not 
correspond to the host country's own objectivesl and increases 
chances for successful implementation. It seems to us. howeverl I 

that ASDG besigners were definitely bolder in their undertaking, 
I 

setting their Policy reform sights well IDeyOnd facilitatins' I 

"cnanges already underway or liKely to occur in some limited fash- 
ion". 

11. Smplementation and I m p a c t  i 

I 
A. Macroeconomic Stabiflzatlon 

ASDG did Contribute to general buagetary and balance of 
payments support both through actual disbursements and the 
fungible nature of government funds. The resource transfer 
financed Gontin~dtiOn ot some development activities that ' 

OtRerwiee m i g h t  have oeen cut (38 percent of LC spendfng) as well 
as some new investments that coula not otherwise nave beon m a d e  
(62  percent of LC spending). 

I 

However, these banefirs can be offset in a number of ways. 
Balance of payments support may be undermined by large incremental . 

imports (imported goods wnictl would not otheruise nave been'pur- 
chased], Similarly* recurrent costs of incremental projects or in- ' 

cremantal components of projects may COntrlbute to GON budget 
Qef icit. 

Finally, Decause it wss handled separately from the rest of t 
the investment budget* we doubt that funds transferred to the LC 
account had mucn direct impact on increasing absorptive capacity=, 
improving resource allocation and consolidating investment, 

8. Structural Adjustment I 
As envisioned. fhs policy reforms were eventually to stfau- 

late and rationalize input use, encourage competition in cereals I 
marketing, r+imulare exports in coupeas and livestock, strengtnen ! 

the cooperative movement, and reduce budgetary outlays in support ' 

of parastatals. i 
I 

I Progress has been made but i t  is f ar  from completed. Some 
flaws in conception have been revealed, as was to be expected in ' 

' . such an unQartaKing. Implementation has also shown that the i m p a c t  
of poiicy reforms can be limited uue to a variety of factorsr for 
exampf e: 

* 

I Chris nermann "Implementing Policy and Institutional cnanse 
through Performance Disbursement: Examples from the Pnflippinesr 
Bangladesn and Niger". AfD/PPC, July 1985. 
2 Tna main reason is thet absorptive capacity is not stongly 
relatea to +he process of selecting among investment options. 



OVERALL CONCLUSIONS 

1. ;8ors policy reforr objectives w e r e  sought through inappropriate 
m n m  

A transfer of t h e  CA to the to the cooperative sectur (UNC) j 
has not end will not lead to greater involvement of cooperatives t 

in inputs supply. i 
i 

2. Sare - f o r m s  have not -n efE-ctively i m p l e r e n t d ,  eittrer 
through lack of resources or commitment on the part of the admin- 
istra~ion, or because powerful groups with vested interests have 
modifies th%lr applrcatlori. S p e c i f i c  instances include: I 

- OPVN has had limited success in implementing the tender 
and bld system. Using tenders fur purchases has yet to 
lead to the comperitive response anticipates. Sales nave 
not yet been let our through bids. 

- Notning has been done to improve market information 
I 

diffusion. 

- Despite pronouncements on free trade in cowpeas and the 
removal of restricttons against liVeStOCK exports, con-. i 
~ L U e r a b l e  aclministrstiva and fiscal impediments remain. I 

- The promotional sale of implements has nor disposed of 
stocks and tne workshops are s t i l l  not v i a b l e  entities 
because of their aebr . 

I 

3. Same of the underlying assumptions w h i c h  led to specific forru-: 
lations have changed 

- Donor provided inputs, especially fertilizer and crop< 
protection equipment and chemicals, have eliminated the I _. 
situation where subsidies could lead to supply con- C 

strainto. 

4. Bxagenous factors or remaining constraints have mitigated or 
ov8cwnelme4 any i m p a c t  the  r e f o r m s  rignt have had i 

- The impact of official farmgate prices for rice ana 
cotton nullified measures taxen through Input subsidies. 

- The devaluation of  the Naira on the official and paral- i 

lel markets has depressed export demand for'Nlgerien cow- 
peas and LfvestocK. 

- Agricultural sector credit remains s significant con- 
straint to increased use of modern inputs. 

5. Structural adfuotrent is a long tern undertaking; a three or 
four-year span is nor enough to Qemonstrate quantum improvements. . 

I 

There is anather factor making policy reforms and their as- 
sessrqent more complex: the neee to distinguish between policy ori-' 
entation as Such, and implementation experience. In effect ASDG , 

was supposea to promote a shift from (a) suboptimal policies car- 
ried out by an underequiped arid unmotivated administration apply- 
ing a maKeshlft system painfully worked out over time to (b) sup- 
posedly superior policies carried out by the same underequiped and' 



I 

unmotivated adminlstl~ati~n now faced with a n e w  context and addi- 1 

t ional aanagerfrl problems. 
I 

I 

Tne experience in policy reform under ASDG is disappointing j 

snly Lf short-run results are used as the assessment Criteria. 
Positive though modest Changes in economic environment have been 
achieveu. ASDG reforms helped establ ish a m o r e  liberal economic 

I 

environment in the agricultural secror. In many cases the benefits i 
may be manifested only after the CON administration, producers and ' 
traders learn to adapt. AS reforms rake hold and otnar constraints ' 
are relieved, positive effects on sgriculrural proUuctfonr input f 
User farmer incomes and trade will become evident. I 

1 
ASDG has been a profitable learning experience not on ly  to ; 

AID, but also to the GON. which t~ss openly and seriously studied / 
end debated issues previously not mentioned in pubi ic  [official i 

price policies* the relAtive efficiency of the public/private rrac- : 
tor, barriers TO economic activity. We believe that other policy 
oriented approacnes* such as the NEPRP have been facilitated by 
previoue ASDG experience. 

Finally, ASDG has led to much closer donor coordination in I 
Key policy areas. 

One of the more disturbing findings. however, is that nega- ; 
five impacts on cert~in vulnerable  groups (lower income rural 

I householas, especially) can De significant* while extremely biffi-; 
cult to foresee. I 

I 

TII. Lessons Learned 

The ASDG experience provides a number of specific findings as; 
well as more genexal ones. Among the  specific ones we include: i xr 

1. Exogenous developments such as the opening or closing 
of o border, or the donation of a significant quantity of I 

inputs by donors. can change the environment so drasti- 
cally that the infrial measures of progress become mean- 
ingless. 

2. Similarly* it shourd be fully expected tha t  unforeseen 
ona exogenous events w i l l  tend to swamp some effects of 
macroeconomic stabilization or policy reforms. Liba~aliza- I 

tion of exports* for example, may induce Little or no ! 

change i f  relative prices in export markets are distorted 
by overvalued or undervalues currencies ,  

3. Official publication of  a policy change can mean very 
little if no real attempt is made to implement the policy. I 

In fact9 proximate t a r g e t s  arc often better stated in I 

I physicdl or economic terms than as the publication of ad- 
ministrative decrees unich may have no real impact on fhe 
environment. 

I +. The specification of priorities for the  use of a Local 
Currency account is no guarantee that tnere will be much 
better investment selection as long as projects are pre- 
sented for funding sequentially, leaving no occasion to 
compare projects When allocating funas.  



5. There will be considera~le pressure to use the  Local 
Currency account for the inmediate needs of ongoing pro- I 

jectr  supported by USALD and by sther donors. I 

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 timely I 

Qiooursement of funding trancnes. and consequentlyr the i 

investment process. 

I 

Among t h e  more general lessons. ue believe the following are esps- ' , 
cially relevant: 

1. Policy reforms that move towara freer U k a r K e t S  and less 
government involvement are unlikely to benefit disadvan-' 
tagad groups in the short run. In fact. removal of subsi- I 

I 
dies that help the poor urban consumer or the poor rural 
producer will probably hurt these groups initially. Ways i 
of targeting them for compensation need to be explored. It I 
is unreaiistic to seek both more economically rational re- 
source allocations and improved standards of l i v ing  for 
the rural poor i n  a time span as short as f i v e  years. 

2. The ASDG experience shows once more that political ! 
I 

economy Considerations may be as important as economic ef- 
ficiency w i t h  regard to implementation success. Even when t 

polic?/ reforms create tha p o s s i b i l i t i e s  for  net social 
gains,. some groups may still be harmed. This is especially 
critical when such droups sre in e position to frustrate 
reforms. .Policy reforms should be formulated so as to cr,e- I 

ate as many winners as possible. but careful analysis m a y  I 

! 
identify potential losers and suggest ways to compensate 

- inequities or encourage the goodwiLl of those who m i g h t .  , k. 

otherwise resist, TWO examples quickly come to mind. ! ' 
I 

a. Some large tradors currently benefit from the barriers , 
I .  to  entry inherent i n  the current web of ad l ln is tn t i ve  1 

requirements For trade. These individuals. m a n y  poo- ! 

sersing significant economic and political power* are , 
sure to suffer losses as export  taxesn which they often I 

avoid* are eliminated and markets become more competi- 
tive. 1 .  

O. AgriculturaLists in marginal regions could lose from , 

both input supply and cereal marketing reform. ASDG II I 
I 

should be sensitive to government desires to target I 

these groups for special consrderation. But rather than 
m o d i f y  reforms to accomplish this goal ASDG II could 
directly finance alternative compensatory strategaes 
such as projects to enhance productivity. 

I 

' < -  
h - 

3. Finally, proximate implementation objectives such as 
subsidy Cuts* percentages of OPVN stucks sold by tender, 
or amount of grain stored by cooperatives nay be useful in I 

aq initial period out tend to quickly b e c o m e  obscllete. , 
There should be flexibility in derermlning what benchmarks 
to use in the t h i r d  and four years at least. If not, sight I 

of the fundamental goal may be lost in seeking to achieve 
a target figure that i s  no longer relevant. 

~7;~- ; 
s., ; 
L/ t 



OVERALL CONCLUSIONS 

I I 

I V .  Recommendations for ASDG I1 
I 

A. Macroeconomic Stabilization 

One of  the shortcomings of ASDG I was the very limited degree ! 

fa Which t h e  Local Currency account financed activities that di- 
I 
I 

ractly supported policy reforms. Under ASDG I1 a concerted effort j 
nhoulu be maae to use the LC account In ways that directly and im- ' 
mediately help in the implementation of policy reforms. 

i 

I 

T h m  current local currency fund system can d o  little to brino 
about imprcvements in the overall investment budget process; 
(salectlon ot investmentsj, hbsorptive capacity and trimming of 
recurrent costs. Yet, to Niger and AID, such measures would'be 

I 

equivalent to increases in counterpart funding. They can therefore ; -  
legitimately be supported out of LC Eunds. 

B. Structural Adjustment I I 
In terra of orientation, policy r e f o r m s  should centink to be I 

broadly focused, with emphasis on changing the fundamental envi- , / I ronment in wnlcn inputs are suppiieu, cereals marKeted and cant- 
modPf1em traded. The main goals should be to withdraw the state i 

from trade in inputs and outputs, stimulate private competitionr 
strengthen cooperatives and Increase the levels of both actual and i 

official exports. I 
< 1 

I 
I 

The experience gainsd in pnase 1 can be used to strengthen 
and refine policy reforms in phase 11. It is important, however, 
to pursue the implementation of refarms to their fullest extent 1 
and ro guard against DacKsliding. Phase I1 is needed to cansoli- 1 

I 

date anu entrench the reforms begun in phase 1. 
, 
+ 

There are two main reasons far this: 1 , . 

Firstly, poiicy r e f o r m  in any single srea i s  a never-onciinp 
quest, Many of the basic reasons why the former system prevailed 

I 
are still vaLiQ i n  the eyes of many, and new policies are con- 
stantly Under attack (see offxcial cereal prices, for example). In / 
the policy reform business no battle is ever won once and for a l l .  ; 

Secondly, though policy changes may be completed in a rela- , 
tively snort timet the institutional development necessary to sus- I 

t a in  those changes typically trkes much longera. 
I 

The fact remains that any policy* no matter how well thought I 
out and designed, can only be as good as the extent to which i t  is ' 
implemented. If members of the Nigerren administration are not I <  

themselves convinces that a given policy is preferable to a former I 

oner i t  will r,ot be csrried out. no matter how many different ap- 
proaches one tries. -. 

! 

Further, superficial compliance to a policy (in order 'to sat- i 
i s f y  conditions precedent, for instance) can introduce additional 
Qistqrtfons and result in a situation globally inferior to the 
previous one. The OPVN tender and b i d s  approach i s  a gooU exampte, ! 

Properly carried OUtr this approach would have been superior to ; 
the former purcnaslng methods. A s  it was actually irnplementeUl 
however, it ended up being worse, overall. 

-- . 

3 Hermann, up. cit. 




