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PREFACE

This evaluation took place from October 12 to November 25, 1987. The
evaluation team comprised the following people:

David P, Harmon, Jr.  Team Leader/Cooperative Credit Subcomponent

Russell Barbour : Seed Multiplication Component

Margaret Clement Cooperative Training Component

Christopher R. Pardy Input Supply Component

Leroy Rasmussen Extension Support Component

Modibo Sangare REDSO/WCA; Civil Engineering

The counterparts were,

A. Baoua Niamey Department Development Project, Extension

A. Bako Union Régionale des Coopératives-Niamey, Cooperatives
A. Boubacar Ministry of Plaa, Input Supply

B. Oudendeba Research Station-Tahoua, Seeds

G. Sani Agricultural Production Support Project, Program

Coordination and Management Unit

The evaluation team wishes to thank the staff of the Agricultural Production
Support Project for their cooperation in making the logistical arrangements for the
field work and for various interviews in Niamey, We appreciated the assistance of
the Nigerien counterparts during the field work phase of the evaluation and for their
contribuiions to this report,

Special thanks to Messrs, Benbow, Gibson, and Ibrahim and Mrs, Kerst of the
US. Agency for International Development mission in Niamey, and to Mr. A, Baoua
of the Niamey Department Development Project for their help and guidance during
the evaluation, The team appreciated their review of the draft evaluation report
prior to our departure for the United States,

Although the contract called for the entire draft report to be translated into
French prior to the team's departure, Mrs, Kerst and the team leader agreed that an
executive summary in French, with principal findings and reco.nmendations, was more
suitable for review by the Government of Niger. The entire report was translated
into French in Washington, D.C,, after the team's return.

David P. Harmon, Jr,
Team Leader
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EXECUTIVE SUMMARY

This firsi external evaluation was undertaken to measure the progress to date
of the Agricultural Production Support (APS) Project and 0 recommend modifications
in project strategies and implementation both to help ensure success by the project
assistance completion date (PACD) and for possible inclusion of ssparate components
in follow-on activities financed by the US. Agency for International Development,

The APS project has six separate but interrelated components: input supply,
cooperative training, seed multiplication, extension support, fertilizer use and
extension, and a Program Coordination and Management Unit (PCMU) for ihe five
other components. In addition, the PCMU provided support to the Rural Engineering
Service of the Government of Niger (GON).

The APS project is directly tied into USAID's Agriculture Sector Development
Grant (ASDG), particularly through its input supply and cooperative training
components, Certain conditionalities and policy reforms are required under the
ASDG., Achieved conditionalities and reforms make possible progress in APS.
Conversely, technical progress in APS enhances the ability of the Government of
Niger (GON) to meet conditionalities and make the required reforms.

The purpose of the APS project is the expansion and improvement of the
national-level supporting services needed to achieve sustainable increases in
agricultural production. APS project support was aimed at two levels: the national
and the field, with an emphasis on bottom-up development. The services to receive
support are agricultural extension, input distribution, cooperative training, and seed
multiplication. The companion project, Niger Cereals Research (NCR) Project, Is to
support development of improved technical packages. To date, project purpose
achievement has been mixed. Delayed start-up of three components (input supply,
cooperative training, and extension support), non-adherence to its primary purpose by
the seed multiplication component, and the failure of the GON to provide the human
resources to create the necessary project-government bridging at the top account for
the modest performance.,

The initial design of this project was carried out in 1980, After the initial
design until 1982, little happened except for the addition and design of the input
supply component, since it was felt that the supply of agricultural inputs was not
reliable, The period 1980-1982 was marked by a shift in priorities in Washington,
D.C., leading to a redesign of the input supply component (completed in June 198))
toward a privatized input supply organization, Further redesign was necessary as it
was learned that the private sector had little interest in long-term input supply
because of its low profitability. As a result, the redesign called for a guarantee
fund with a private bank to enable cooperatives to obtain credit to buy, distribute,
and resell stocks of fertilizer from the Centrale d'Approvisionnement (CA). The final
design change occurred in 1986 with the transfer of the credit function and
guarantee fund from the input supply component to the cooperative training
component.  This shift was made on the grounds that the cooperative training
function would be better served by a credit arm to actualize the economic activities
cooperatives wanted to undertake and In which they would be trained.




Thus, the components began to be implemented at different times:

Input supply March 1985
Cooperative training and credit July 1985

Extension support March 1986
Seed multiplication August 1982
Fertilizer use and extension March 1987
Coordination and management unit August 1982
Rural engineering mid-1983

These design changes, implementation delays, and non-adherence (0 primary
missions, and lack of required GON support have resulted in a project that is not
completely coherent and lacks the desired cross-fertilization of components, Also,
the project did not adhere to its original organizational design with the result that
the required team effort and formal links between components have not been
realized,

The project is still far from achieving its purpose -~ that is, expanding and
strengthening national-level institutions providing support services to agriculture,
This shortfall is partly due to the weak and highly centralized national services that
the project is to strengthen, and partly to the lack of coherence within the project
itself,

Four of the five technical components have made varying degrees of progress
toward strengthening or creating infrastructure, which, in turn, could strengthen
individual national support services. However, on the national level, there often s
very little to strengthen. In fect, three project components work more locally than
nationally, in part by project design and in part by default,

A further concern is the effects of the size of the project, that is, its physical,
financial, and hvinan resources, The project's relative size makes it appear »a
competitor (and a threat) to the very national-level institutions it is designed
strengthen,  From the project's standpoint, it is often easier and more effective to
bypass the weak national service and go directly to the fleld or 10 set up its own
operating infrastructures, The result, however, is not collaboration and cooperation
at the national level. And, in the longer term, the national services are not
prepared, either with the experienced personnel or financially, to assume the fleld-
level human resources that have been developed and the additional infrastructures
that have been created,

To date, the project components have had varying degrees of success,
Cooperative training and credit has shown good progress, with 114 cooperatives (of
210 desired by the project assistance completion date [PACD]) active and 37 of them
benefliciaries of the credit sub-component, Training, ranging from literscy to
inventory management, is proceeding well, and there have been no defsults and only
a relatively small arrearage over the total portfolio, In the 17 moanths since the
first cooperative rook out a loan, some 91 million CFA have been lent to
cooperatives by the Banque Internationale pour I'Afrique Occidentale (BIAO) under
the guarantee fund, The loan portfolio continues 10 grow,

The input supply component has been successful In establishing a sound
finarcial management system at the CA, The CA, however, Is still plagued by high
operating costs and the legal inability to make its own business decisions, that s,




pricing and where it will operate, It depends on donors for fertilizer supplies and,
to date, does not have a track record (any profitability) tc justify cooperatives
buying into it through share participation.

The extension support component's purpose was to strengthen the ability of the
national Extension Service to manage and support its own field personnel. This has
not boen achieved, In fact, the national Extension Service may well have been
weakened by the existence of the stronger project extension component. Although
the Extension Support Center (ESC) may have by-passed the smaller national
Extension Service by working directly with the field extension staff, its work has
been of high quality and has contributed to improving agent performance in the field.
The relationship between the national Extension Service's representatives in the field
and the network of research institutions in Niger, appears satisfactory, and s said to
be improving.

The seed multiplication component has not yet achieved its primary purpose --
to make improved, high-quality seed available to local farmers. Much progress has
been made, however, in creating the Infrastructure necessary 10 produce improved
seed,  Quality of multiplied seed remains a severe problems, and at present there Is
no evidence that seed produced by this component is any better than seed that
farmers produce themselves, Finally, there s litthe fecdback (linkage) to the
researchers at the National Agricultural Research Institute of Niger,

The first year of the fertilizer use and extension component was without result
because of late arrival of demonstration materials at test sites and because of 1987's
low rainfall,  This component has not adopted a farming systems research/extension
approach. Nor has it adopted recommendations for fertilizer use stemming from the
last five years of research in Niger. The farmers were generclly favorably impressed
by the performance of the Improved warieties of millet aad by the cowpes
demonstrations, The latter often surpassed farmer expectations given the low amount
of rainfall,

Following are the evaluation team's principal findings and recommendations,
The organizations responsible for implementing recommendations are indicated after
each recommendalion,

INFUT SUPPFLY

Key Flodings

o Progress has been made by the project In institutionalizing inventory,
sccounting, and financial management systems at CA  headquarters, These
systems will facilitate operation of the CA as & business,

¢ Unlon Sous-Régionales des Coopératives (USRC) directors are responsible for
collecting payments and managing Inventory for the CA ot the field level
Their collaboration has been spotty in the past, Cooperstive members have
not been trained to manage Inventory and collect payments despite the
storage of CA Inventory in sub-depots at individual cooperatives,
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® The CA's operating costs have not declined and receivables remain large.
Warehouse rental and repairs wnd maintenance on CA vehicles represent a
significant impediment to reduction of operating costs,

¢ The operating subsidy provided by the GON was reduced to zero in FY 1987,
Distribut'.n costs are being withheld from sales proceeds of donor-supplied
fertilizer,

o As fertilizer subsidies have been reduced under the ASDG, CA sales have
declined.  Although aggregate fertilizer demand s decreasing, traders have
captured an increasingly larger part of the market. This is not a negative
finding as prices from traders are generally lower than those charged by the
CA. :

¢ The CA may be able to compete with traders from the standpoint of quality
and timeliness of delivery in some geographic areas. Traders are increasingly
serving areas near the Nigerian border and irrigated agriculture,

o The CA has no ability to conduct market studies to assess demand for its
products,

¢ The CA has been transferred 1o the cooperative movement, but the legal
statutes defining the CA's structure and operstions have not been (inalized.
The CA's debt 1o the Caisse Nationale do Crédit Agricole (CNCA) has been
absorbed by the GON, greatly improving the CA's economic viability,

¢ The CA has not been provided with a revolving fund, It is not clear that
cooperatives have the ability to purchase shares in a cooperative CA, or that
the CA represents an attractive investment  This situation is not likely to
change hefore the end of the project.

Achlevement of Purpose

Some progress has been made toward providiag an institutionsl framework to
allow the CA 10 be managed and owned as an agribusiness, The internal and
financial management of the CA has been Improved, the CA has been formally
transferred o the cooperative movement, and there has been some CA-cooperative
movement intersction insofar as tralning Is concerned,

Key elements, however, are missing. The CA does not have a positive financial
and managerial track record pecessary (0 attract cooperstive and business buy«in to
ownership, Nor has & viable mechanism for capital participation by these outside
pmu'i been developed. Furthermors, the CA does eot yet operate on sound business
principles.

Competition from the private sector has Increased in the border area with
Nigeria and In rrigated areas, a8 traders bhave Increased thelr market share of
fertilizer sales at the CA's expense in » static market, Cooperative trade with the
private sector based on cooperstives’ sccess 1 credit via the guarantee fund has not
matenialized 10 any great extent, other than in ths irrigated areas,
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Princlpal Recommendations

e To become finmancially independent, the CA should be allowed to control

pricing policy and move toward reducing its burdensome inventories. It must
also have the independence to eliminute unprofitable operations and liquidate
buildings and property. (USAID/ASDG, CA/UNC, and GON)

Donor and GON sgreement should be sought allowing the CA to utilize the
proceeds of fertilizer sales as a revoiving fund, or financing should be
provided through a loan on a concessional basis, This assistance should take
place on a fixed timetable with CA self-financing at the end of the period.
{USAID/ASDG, GON, and other donors)

The statutes governing the operation of the CA as part of the Union
Nationale des Coopératives (UNC) must provide authority to run the CA as a
business, on sound business principles. (CA/UNC and USAID/ASDG)

The remaining recommendations address specific management issues:

Ensure that spproval of the statutes governing the cooperative functioning
of the CA are expedited, and that they grant independence to the CA in
marketing and pricing of agricultural inputs, The CA should spearhead this
effort. (USAIC/ASDG, GON, and CA/UNC)

’
Work toward resolution of the capitalization problems of the CA. Reassess
the ability of cooperatives to purchase shares in the CA and the extent to
which this factor will constrain achievement of project objectives., (USAID
and CA)

Move toward incorporating a marketing strategy in the management of the
CA. This may require modification in the delivery of technical assistance.
(CA and USAID)

Some mechanism must be found to allow the CA to reduce its burdensome
expenses related to vehicle repair and maintenance, Vehicle rental, or a
combination of rental and purchase, should be explored as options. Should
purchase be justified, only the number of trucks required to deliver the CA's
reduced sales volume should be purchased. (CA, GON, and donors)

The question of motivation of USRC directors needs to be given (further
attention. The CA should take s lead role in developing guidelines defining
the role of Union Réglonales des Coopératives (URC) and USRC personne!l in
CA operations. These guidelines should then be incorporated into UNC job
descriptions and personnel policies. (CA)

More attention needs to be pald 10 developing systems that allow the timely
collection of sales proceeds, The feasibility of billing USRCs for Inputs
supplied 10 them should be investiga'2d. The CA must collect unpaid
balances from large projects,. The CA should be given the authority to
refuse continued sales until the balances are made current. (CA)
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¢ The CA needs to provide training at the cooperative level in the areas of
inventory control and accounting procedures., In this regard, the CA should
take advantage of the training expertise in place in the cooperative training
component. (CA and cooperative training component)

COOPERATIVE TRAINING

Key Findings

e There are 114 pilot cooperatives under the project; this is more than one-
half of the final PACD goal of & maximum of 210 cooperatives, Expansion is
occurring on average at the pace of 20 new cooperatives per quarter,

e Thirty assistants have been hired and trained by the project in a year and
one-half, Twelve more are due to be recruited imminently, and this will
round out the team to 42 -- a cadre of carefully selected and capable
trainers based at the most appropriate level -~ the village. Cooperatives are
not yet assisting in the payment of the salaries of these assistants,

e The component is lagging in its preparations for transfer in the cooperatives
from the Cooperative League of the USA. (CLUSA) assistants to the
assistant village trainers,

o The economic, social, and pedagogical advancements made by this core of
pilot cooperatives are contributing toward a strengthened cooperative

movement nationwide. A rejuvenated sense of purpose and solidarity
predominates,

¢ The main reasons that CLUSA's cooperatives are succeeding in their
movement toward capitalization and self-management where others have
failed in the past are that
== The CLUSA assistants are willing to be based in the villages;
«= Many income-generating activities are successful;
«= The training model is village based, needs driven, and pragmatic; and
== The intervention s centered oa training and not credit.

¢ After an initial 17 months of activity, 37 cooperatives have economic
activities financed under the guarantee fund, and the number continues to
grow steadily,

¢ The BIAO is reluctant to renew the guarantee fund protocol with anything
less than a 100-percent guarantee,

® A aystem of control that can be sudited has not yet been put in place,
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e Thirty-two cooperatives have outstanding debt of 94 million CFA to the
CNCA. The CMCA and the project agreed that these prior CNCA loans
would not impinge on guarantee fund activities,

e The Banque de Crédit et du Commerce de Niger and the Dar Al Maal Al
Islami bank expressed possible future interest in lending to cooperatives,

e The component's management of cooperative credit activities is effective, and
loan repayment rates are generally good, given that the credit subcomponent
is still in an early sivge of growth,

¢ Cooperatives' savings have grown to the point where, in the very near
future, 20 cooperatives will have savings totaling 6.3 million CFA.

@ No guarantee fund loans have been taken out for the purchase and
subsequent resale of agricultural inputs,

¢ The component wants to establish a capital fund of 50 million CFA to permit
cooperatives to establish infrastructure, such as building extensions, drying
sheds, and equipment, for fulure economic activities,

Achlevement of Purpose

The cooperative training component, including its credit subcomponent, has made
substantial progress in a short time toward achieving its purpose of “"contributing to
the growth of a viable cooperative movemen:t in Niger" Cooperatives, via the
assistance of the component and credit available to them, are undertaking viable
economic activities and are starting to achieve social and economic objectives that
they set for themselves.

Key to this development is the component's trll:.xlng model, which helps the
cooperatives identif*', design, and carry out viable economic activities. So successful
is the training model that six other projects and organizations have sought out the
component for assistance with their own cooperative training needs. Several have
asked the component to help them design a training unit based on the component's
model,

Principal Recommendations

o USAID should extend funding of project activities past PACD (1989) by
including them in the upcoming Rural Organization Development (ROD)
Project, (USAID)

¢ The goal of 210 cooperatives should ba seen only as a ceiling, and the final
number should be determined only by the absorptive capacity of the
assistants and the team. It is better to do fewer well than to do many less
well. (APS-USAID)

o Consolidate the gains made thus far in the project. A comprehensive and
standardized training plan must be developed. Older cooperatives should be
encouraged to evaluate thelr current economic activities and launch them
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again to benefit from lessons learned. On-the-job iraining must be stepped
up and more refresher courses held to further solidify the achievements
made so far, (APS)

e Concentrate on bolstering local capacity for future take-over of activities,
This includes shoring up the numbers and professional talents of the
assistant village traincrs, targeting national agents for additional training,
stepping up emphasis on basic literacy education in the Mutualist Groups
(GMs), and supporting the cooperatives in asserting their authority upwards
into the local unions and sub-regional unions. (APS)

¢ Home-office staffing should be increased by a professional trainer who could
serve #5 8 counterpart to the expatriate training adviser and/or as a roving
master trainer and coordinator up-country. (APS-USAID)

e Cooperatives, once on a comfortable financial footing, must be urged to
contribute their share of the assistants' salaries. Guidelines on when it
should start to happen and how much should be paid must be developed soon.
(APS)

e Resolve the status of the prior CNCA loans to cooperatives to avoid
jeopardizing future commercial bank-cooperative relationships, (APS-CNCA)

2 Renew the guarantee fund protocol with a 100-percent guarantee for a
period of two years. (APS-BIAO, USAID)

¢ Create and make operative an effective computerized control system that can
be audited. (APS-BIAO)

e Explore the initial interest in cooperative credit shown by the Bank of
Credit and Commerce Niger and the Dar Al Maal Al Islami Bank, Maintain
continuing contact with these banks. (APS)

o Consolidate the gains already made in the credit subcomponent, and begin an
intensive search for new and expanded market opportunities for cooperatives,
(APS-ASDG)

o Set mside 2 minimum of 50 million CFA in the guarantee fund for &
cooperative capital rund, (APS-BIAO

EXTENSION SUPPORT

Key Findings

 The role envisaged for the ESC was the strengthening of the ability of the
national Extension Service to manage and support it's fleld personnel. FSC
has by-passed the national agency office In the Ministry of Agriculture and
provides support directly to tye field from its own resources, The national
Extension Service has not been strengthened but has possibly been weakened
by the presence of a stronger and more active analogous organization,
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¢ The GON has not assigned a sufficient number of personnel to the extension
support unit to ensure the effective functioning of the organization. A
minimum of 10 Nigerien cadre are required. Only three have been provided,
however, plus three contract specialists for the audio-visual section whose
tenure is in doubt.

Achlevement of Purpose

In part, the purpose of increasing the effectiveness of Niger's agricultural
extension program is being achieved. Despite the GON's failure to provide
instructors, counterparts, and support staff, in-service training of Ministry of
Agriculture's field extension staff is proceeding well, and is timely and appropriate.
Concomitant to the training effort is the dissemination of information to this field
staff, The increased flow of information, which was to have occurred, has not,

Work toward improving extension methodologies is progressing, despite the
diversion of staff to an unproductive demonstration plot program. Liaison on
research is strong with the Institut Pratique du Développement Rural, but less so
with the Institut Nationale de Recherche Agronomique du Niger, the national research
institution,  The weakest linkage, however, is with the headquarters of the very
organizations this component is to strengthen -~ that is, the National Office of the
Extension Service and the National Office of Agricultural Production,

Principal Recommendations

¢ If the ESC activities are to be continued within the framework of the new
Niger Applied Agricultural Research (NAAR) Project, these activities should
be physically and administratively located in the Ministry of Agriculture in
Niamey. There should bz only one extension institution in Niger, and the
delegation of extension-oriented functions o other agencies will simply
continue to b» s source of iater-agency friction and discontent. (GO~
USAID)

o If the technical assistance furnished the ESC ls extended beyond June 1988,
the GON, through the Ministry of Agriculture, should provide minimum
numbers of professional cadre and support staff, This will ensure the
functioning of the ESC and a potential for continuing tue activities when
project financing from USAID L terminated. (Minlstry of Agriculture)

SEED MULTIPLICATION

Key Flodings

o The seed component of the project has not yet reached its primary goal of
making improved, high-quality seed available to local farmers., At this point
very little seed has been sold 1o local farmers, and there has been no
monitoring of Its performance since the activity was begun In the 1970s.
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¢ The quality of the seed has been called into question by a number of
observers and has been listed as a principal reason why farmer demand for
project seed is low, There is no evidence that seed produced by the project
is any better than that which farmers produce themselves,

e The active role in the refinement of varietal selections that the centers
were supposed to play has not happened. There is a passivity in the
centers' staff has resulted in little feedback to the research people.

o The M-3 growers generally praise the new types of millet that have been
introduced and give mixed reactions to the cowpeas. No estimates of farmer
adoption of seed have been made by the project. The benefits of the
fertilizer dosages used also seemed to bring mixed reactions,

¢ Administratively the program seems to be doing well. The required reports
and documents appear in order and have been done in a timely fashion.
Expatriate technical assistarce did not seem to instill the basic knowledge
for good seed production methods. The two-year period of this assistance
was too short. The seed technologist's work during this period has been
criticized as superficial.

¢ The results of the participant training in seed science that is taking place
have yet to be assessed since most of the participants have not returned. It
is hoped that their return will mitigate some of the component's problems.

Achlevement of Purpose

After five years of operation, the seed multiplication component has not
schieved its primary purpose, that of producing high quality seed. The component,
unfortunately, produces large quantities of low-value seed. The component has made
good progress in establishing and managing a large contract grower program,

The quality issue emerges in the program for contract growers because impure
seed i3 furnished them. Moreover, there is insufficient supervision leading to
inadequate roguing of seed plots, further aggravating seed quality,

Principal Recommendations

o The next phase of the component must solve the quality control problems if
any of the previous investments are to pay off;

== Additional training in seed technology, soll conservation, and quality
control is necessary for the centers' staff, (APS)

== Independent seed quality control must be carried out.  (National Seed
Services-ASDG)

o Close or stop multiplication at two locations with soll and rainfall problems,
Hamdallaye and Doukou-Doukou, to bring project activity back o a
manageable scale and improve quality, (GON/USAID)
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o Farmers' use of seed must be monitored to allow the component to give
feedback to the research unit and to enhance the component's ability to
estimate price and demand. (APS)

FERTILIZER USE AND EXTENSION

Key Flndings

® One year of the proposed two-season program of the International Fertilizer
Development Center (IFDC) fertilizer use and extension activity has passed.
There have been no valid data collected because of the tardy arrival of
demonstration materials at the testing sites, and because of the low rainfall
during the 1987 growing season.

® The IFDC demonstration and trials activity continues to support an extension
methodology that conflicts with the model of FSR/E supported by other
offices of the ESC. The IFDC design for the trials and demonstrations has
not taken advantage of the recommendations for fertilizer use that were
developed during the five previous years of formal IFDC/ICRISAT research in
this area.

¢ The IFDC program has participated in a new system of paying bonuses to
field extension personnel who participate in the IFDC program, and has
thereby placed in jeopardy the conduct of trials for institutions that do not
elect to pay tribute to accomplish their work,

Achlevement of Purpose

Given the failure of the 1987 fertilizer trials, there was no progress toward
purpose achievement,

Principal Recommendations

¢ The IFDC trial and demonstration program should be redesigned prior to the
1988 planting season. The design should be based wupon previous
ICRISAT/IFDC research in Niger,

o Feedback from farmers who participated in the 1987 demonstrations should
be collected during the 1987-1988 dry season for incorporation into the new
program,

¢ The payment of bonuses to Ministry of Agriculture employees should be
stopped.,

e Unless these changes are Incorporated into the 1988 IFDC activity, USAID
and the GON should give strony consideration to terminating this component
of the project. (USAID-APS)




PROGRAM COORDINATION AND MANAGEMENT UNIT

Key Findings

The PCMU's organization bears little relationship to that which was proposed
in the project agreement. The coordinating structure envisaged in the
original design is absent. Instead, the project coordinator, with a
management specialist and counterpart, is the only point of coordination
between the technical/implementing components and the
administrative/support side of the project.

The technical/implementing wunits report that the support activity is
cumbersome, notoriously slow, and inefficient.

The PCMU has greater coordinating (control) ability over those components
for which it exercises a higher degree of budgetary control.

PCMU collaboration with components varies according to the component.
"he greater the degree of budgetary independence of the component, the
lesser the degree of collaboration.

The PCMU sees itself as [facilitating administrative matters and outside
contacts for the components, and as an evaluator of components' progress
toward achieving desired objectives. The components would agree with this
view,

Other than for seeds, the PCMU has undertaken little policy-related activity,
There has been no effective dialogue concerning the impact of policies on
the CA, an important component of the ASDG reform program,

The PCMU has only been partially successful in establishing collaboration
with the NCR project,

The PCMU did a credible job of support to the Rural Engineering Service of
the Ministry of Agriculture,

Princlpal Recommendations

In the remaining time under the APS project, the PCMU should:

Develop methodologies that will help the several components and the project
as & whole measure the attainment of outputs, (APS)

Start the formulation of agricultural policy as it relates to cooperatives,
input supply, extension, and credit. (APS)




CHAPTER ONE

PROJECT BACKGROUND

OVERVIEW

The Agricultural Production Support (APS) Project grew out of the U.S. Agency
for International Development's first multicomponent project, the National Cereals
Program (1975), which comprehensively addressed Niger's agricultural constraints.
The APS project comprises five technical components: input supply, cooperative
training and credit, secd multiplication, extension support, and fertilizer use and
extension. A sixth component is responsible for coordinating and managing the five
technical components. In addition, APS is linked to Agriculture Sector Development
Grant (ASDG), a $40-million sectoral program in agricultural policy rcform); the Niger
Cereals Research Project; the Niamey Department Deveiopment Project; and the new

Niger Applied Agricultural Research Project -- all funded by USAID.

Designed during 1980-1982, and with some components redesigned in 1983-1984,
the various components of APS began implementation at different times, from August
1982 to March 1987,

RATIONALE

The sector goal, as stated in the logical framework, is "to assist Niger in
achieving self-sufficiency in food production and improve rural standards of living."
The project is an integral part of USAID's ASDG, the goal of which is "to assist the
Government of  Niger (GON) (o achieve its economic and financial stabilization
program under IMI° auspices and to contribute to the goal of increasing food
production and farmers’ incomes.” The project fits the GON sirategy to give
cooperatives and cooperative credit high priority in the next years. [I1 also respon«s
to the GON plan to transform the pacastatal agricultural input supply system into
one run by cooperatives and the private ssctor. The strategy of greater food self-

sufficiency is wupported by the seed multiplication and extension support components.



Relatlonship to the Agriculture Sector Development Grant

The APS project is an integral part of USAID's ASDG program. Progress (or
lack thereof) in agricultural input supply, seed multiplication and distribution, and
cooperative training and credit und:r APS affects performance in ASDG. Conversely,
the policy reforms called for in ASDG affcct progress in APS. The policy issues
involved in ASDG center on liberalization and privatization in Niger's agricultural

sector.

The ASDG program includes conditionalities that raust be met by the GON to
trigger the transfer, in tranches, of some $29 million in resources to development

activities. Some of the conditionalitics bear directly on APS:

¢ Reduction of subsidies on agricultural inputs. This is proceeding
satisfactorily, in stages; and

e Transfer of the Centrale d'Approvisionnement (CA) to the cooperative
movement. The wansfer has started, but {legal statutes have yet to be
formalized.

Recommendations from the December 1986 evaluation of the ASDG program also
bear on APS:

e Collect data on all fertilizer imports, consumption, ctnd yield responses to
fertilizer application. This is being carried out in part by APS, under the
fertilizer use and extension component;

e Carcfully monitor the transfer of the CA and the workshops to cooperative
ownership. This is being pursued by the input supply component of APS;

e Establish revolving funds at the CA to generate proceeds tha: would be used
to cover operating expenscs.  Establish aystematic cost accounting of indirect
costs for the CA. This i1s the responsibilivy of the input supply component's
technical assistance; and

e Establish a strategy to improve the otganizational capacity of cooperatives.
This  would entail encouraging the government 1o intensify training of
cooperatives to help them assume their role as business enterprises, such as
expanding fraining  activities of the tyne undertaken by the Cooperative
Leaguc of the U.S.A. (CLUSA). This objective is being carried out under
APS and will be continued under Rural Organization Development (ROD)
Project.



The relationship of APS to ASDG will continue with the proposed FY 1989
ASDG 1II. Two of its three purposes affect APS directly: the completion of the
transfer of the CA to the cooperative and private sector, and operative full service
rural financial markets with f{lexible and realistic inteiest rates. The latter directly
ipvolves the cooperatives of the APS project. The proposed amendment to ASDG,
entailing the modification of Niger's legal framework to permit the operation of
indepeadznt cooperative credit unions, will affect APS to the extent that its member

cooperatives wish to participate in credit union formation.

Thus, APS and ASDG are firmly linked. On the one hand, the technical
interventions under APS make possible the meeting of certain conditionalities &nd
thus certuin policy reforms  On the other hand, the refoims engendered under ASDG

tnake possible progress for the various components of APS,

Counterpart Funds

As of late November 1987, approximately 12 billion CFA in counterpart funds
have been generated by ASDG, of which 3.8 billion CFA have been placed st the

disposal of APS. This amount represents one-third of the counterpart funds.

A principal specification of the ASDG was that it would not finance a project
beyond the level «f 40 percent.  The amount of $19.99 million of U.S. assistance was
authorized {or APS.  To date, $11.45 million (at an exchange rate of 330 CFA to $1)
has been provided by ASIXG, or 57 percent of the total authorized. Of the
cumulative accrued  expenditures to  date {(Ocwober B, 1987, Project hmplementation

Report) of $:2.188 milhian, the ASDG contribution represents 87 percent.

USAID cites a major weakness in the funding mechanism. which it feels acutely.
While there 1s more than ample justification for expenditures before the fact (see
*Project Coordination and Management Unit,” in Chapter Two for details), there s

no regular follow up on the use of counterpart funds after they are spent.



PROJECT HISTORY

Below is a brief description of the APS project's background, evolution, and
implementation.

Background of APS

Prior to 1975, the research, extension, and credit system serviced cash crops, 8
continuation of agricultural activities and practices from colonial days, The drought
of the early 1970s brought a change in orientation toward food crops. The National
Cereals Program, AID's first multicomponent project, began in 1975. With research,
seed multiplication, extension, cooperative, and technical assistance components, it
provided a comprehensive approach to Niger's agricultural constraints,

One main purpose of the program was to develop the national agricultural
services abilities to carry on after the program ended, As it became evident that
the national services were atrophying, regional productivity projects were designed
and funded by various donors. The National Cereals Program was now to support the
outreach function of the productivity projects,

The period 1975-198] saw the development of a technical package by IRAT that
addressed climate changes and shorter rainy periods. The decrease in arable land
coupled with bush fallowing led to increased fertilizer use and increased density of
agriculture,

Research picked up un shorter cycle millet breeding to accelerate it under a
continuum of research teams from IRAT, the Institut Nationale de Recherche
Agronomique du Niger (INRAN), and the United States. After a long time learning
about the Sahel, US. technology and approach were found not to be transferable,
Seed multiplication centers were established as part of an outreach program for third
and fourth generation seed. The extension support component was based on farmen'
acceptance of the technical package. Extension's objectives were to publicize the
package, get it out to farmers, train agents to promote the package, and provide
back-up to the agents, At the productivity project level, farmers were to be trained
in training centers over an agricultural season. Trained farmers were then to return
to their villages and spread the technology via direct demonstrations,




Cooperatives were to have been supported and trained to handle input supply--
selling seeds and fertilizer and buying back output. The training focus was at a
lower level than extension, with agents providing operational and literacy training.
With respect to credit, the Caisse Nationale de Crédit Agricole (CNCA) and Union
Nigéritnne de Crédit et de Coopémation (UNCC) worked together, with the CNCA
handling the credit. As a result of poor recovery rates on loans made to parustatals,
however, the CNCA's financial situation deterioratad,

Extension activities required an increase in agent personnel, some 150 per year,
with all the concomitant logistical support (including motorcycles, gasoline, and
salaries). Not only was the personnel increase expensive, but monitoring and control
of activities also was virtually impossible,

The NCP had a coordinating unit (Consortium for International Development)
whose task was to coordinate program activities. The wunit soon recognized the
additional needs of coordinating with USAID, INRAN's activities, paying agenns’
salaries, and accounting requirements.

Evolution of APS

In 1980, the initial design of APS was carried out. Research was split out as a
separate project under the NCR project. The perspective was to have been on
farming systems research since donors and the GON were questioning how well the
technical packages would do on farm., On station, they had already proven out.
This concern was important for the extension support component of APS, m It
design called for maintaining tight, effective linkages between research and
extension,

The extension support component was to have determined what did and did pot
work well on farm and why, It job was complicated by the fact that there had
been no on-farm testing program during the post-drought rush 1o get results out,
The extension support component's purpose was institutional strengthening =« that s,
to increase the effectiveness of the national Agricultural Extension Service and 1o
promote a strong linkage between extension and research.




The seed multiplication component underwent little change from what had
occurred under NCP, The purpose of this component was to improve the quality and
quantity of seeds produced. Management techniques and cost control were added
requirements of the seed multiplication component under APS.

The major redesign of APS entailed the input supply and cooperstive activities,
An input supply component was added under APS because the supply of agricultural
inputs was not reliable. At this point, the CA was ths only source of supply except
for a little border trade. The CA was paid by the government and under the control
of the Ministry of Agriculture through ths UNCC, Moreover, without a viable credit
petwork, the technical packages could not be promoted. Thus a main thrust of APS
was to develop these two areas, The initial design called for commodity and
sonstruction support -~ that is, trucks and warechouses, Cooperatives, finsnced by
the GON, were to have handled the distribution of seeds and fertilizers. The GON,
however, never did finance the cooperatives,

The period 1980-1982 was largely moribund, except for the design of the input
jupply component. A shift in priorities in Washington, D.C., entailed moving away
from pure input supply concerns to a privatized input supply organization, in
competition with the private sector, The design was completed in June 198),
debated, and then redesigned, The major finding was that the private sector
(merchants) would not or could not get involved in input supply, The reatons for
this were its low profitability relative to consumer products and the slow turnover of
fertilizer kept capital tied up for long periods of time, The only area of interest to
these merchants was large governments bids, for example, 500 tons, for supply.

Also, the Zinder Conference on Rural Development in November 1982 influenced
the redesign of the Input supply component calling for cooperatives’ participation in
managing and distributing agricultural Inputs, Concurrently, the public sector war to
relinquith control of certain inputs as a means of encouraging the private sector to
participate in their supply. Thus the initial purpose of distribution of Increased
amounts of Inputs 1o farmers on & timely end regular basis expanded to one of
developing an institutional framework from which a privately or cooperative-managed
agribusiness would arise, The expanded purpose also called for private sector
competition to the input supply organization, the CA,




Parallel with the input supply component, a guarantee fund with a private bank
was created, Cooperatives were to be able to draw on the fund for capital to
manage, distribute, and sell stocks of fertilizer from the CA. In the long term,
cooperatives would become sufficiently solvent to buy shares in the CA. The
cooperatives would see the CA as a profitable entity, buy into it, and become
involved in its management. In this fashion, the CA would become the national
cooperative purchasing agent. Moreover, the CA would have to begin to operate
under market conditions and create its own capital through retained earnings, and
through couvperative and private secior buy-ins to the CA.

The Zinder Conference also changed the thrust of the cooperative training
component. The National Center for Cooperative Training was abolished, and the
component was resigned to empbasize practical training of cooperatives on a
decentralized village-based basis,. This was in line with the Zinder Conference,
which called for villagers to assume responsibility for their own development and for
institutional structures to be created for which recurrent costs could be met by
Niger itself,

The purpose of this component expanded, from improving the abilities of
cooperative officials to manage their economic and social affairs, to include the
provision of a training model that would allow cooperatives to identify, design, and
carry out their own choice of economic activities, It also specifically included credit
availability for these activities and for the supply of seasonal agricultural inputs,
Thus the credit function was shifted to the cooperative training component. Since
training involved developing commercially viable activities for cooperatives and since
cooperatives had to become familiar with the management of credit and banking
relationships, It was logical that credit be placed under this component, At the time
of the Zinder Conference, the CNCA was in a bad financial situation. Today, it s
defCnct.

In March 1987, another component was added to the project == the fertilizer
use end extension component. This component was designed to test and extend the
five years of research carried out by the International Fertilizer Development Center
(IFDC) and International Center for Crop Research In the Semi-Arid Tropics




(ICRISAT) in Niger over 1982-1986. Its purpose is to eliminate constraints to
fertilizer utilization by the small farmer aad to strenathen the Extension Service's
ability to promote fertilizer use.

The final componsnt of the project is the Project Coordination and Management
Unit. This component is responsible for the coordination of the APS project, its
components, and the NCR project. As part of the project's institutional
strengthening, this component provided support to the rural engineering function of
the Ministry of Agriculture. This support entailed the construction of buildings,
principally for the seed multiplication component; on-the-job training for rural
engineering staff; and US. training for two individuals in civil engineering on the

undergraduate level.
Implementation of APS

Implementation of the APS project officially began in 1982; however, GON and
US. policy changes led to modification and delay of the input supply and cooperative
training components, Tuese two components did not begin until March and July
1985, respectively, The extension support component did not begin until March 1986
as a result of difficulties in fielding a contract team for this activity. The
fertilizer use and extension component started in March 1987, Thus, only the seed
multiplication and Project Management and Coordination Unit components have been
functioning since 1982. The support to the Rural Engineering Service ended in
August 1987,

The overarching purpose of the APS project is to expand and improve Niger's
national-level  agriculture supporting services -~ that s, extension, seed
multiplication, input distribution, and cooperative training. Because of the delays in
start-up of some components, achievement nf purpose has been modest.  The
cooperative training component has had early success in making its cooperatives more
effective in providing services to its members and in self-management. The ability
of cooperatives to generate their own economic activities and become financially
self-sufficient is just beginning. This fact is linked to the achievement of one
parpose of the input supply component =~ that it become self-financing, In part
through ownership by member cooperatives. Neither the input supply component nor
the cooperative training component has the financial strength to permit financial




self-sufficiency. Furthermore, the CA does not have a business and financial track
record that would attract cooperatives to buy into it.

The extension support component has improved the performance of field
extension staff; however, it has largely bypessed the nmational Extension Service, The
Extension Support Center (ESC) feels that the Extension Service is too weak to
reinforce, and the Extension Service sees the ESC as a threat to its existence. The
seod multiplication component, in operation since 1982, has made good progress in
establishing the infrastructure to produce improved seed. It has sot yet, however,
been able to offer high quality seed to farmers -- the purpose of this component.
The fertilizer use and extension component had no results in its first year of
operations as a result of poor rainfall and the late arrival of inputs at test sites,

The Project Management and Coordination Unit finished its support activities to
the Rural Engineering Service of the Ministry of Agriculture in August 1987. Apart
from some delays and an occasional poor choice of contractor, the buildings are
judged to be sound and the technical assistance and training given the department
were effective.  Although there is no specified purpose for this component, its
rezponsibility is to ensure the coordination and management of the project, its
. components, and the NCR project. Its management depends on how much budgetary
control it has over the several components, Its coordinating abilities have been
hampered by the lack of the coordinating rtructure (Inter-Ministerial Executive
Committee) called for in the original project design. Its role in policy formulation s
Just starting to be fulfilled.




CHAFPTER TWO
LOGICAL FRAMEWORK

This chapter addresses the progress made by the project's six components, It
examines both the original and the modified goals and purposes of each component as
stated in the logical frameworks and in project amendments. It also examines the
outputs that were expected of each component and the assumptions underlying the
outputs,

Each output is snalyzed to determine the progress made toward schieving the
output, the findings with respect to the progress, and what the team concluded based
on the findings. Finally, recommendations are provided for improving or changing or
adding to the efforts by the project to attain the output. In some cases, the
evaluation team has recommended a change in output,

For each of the five technical components, a section s devoted (o special
issues, Here the type of analysis done depends on the lssue, but in general follows
the form of findings, conclusions, and recommendations, Finally, where needed, the
team has suggested modifications of some components,

INFUT SUPPLY COMPONENT
Origlaal and Modifled Goals and Purposes, Expected Outpets, and Assumptions
Origlaal Goal and Purpose
The original input supply component as described in the project paper was
designed to increase the storage and handling capacity of the CA. In so doing, the
component’s purpose was (0 increase the amount, and improve the timeliness, of

agricultural input deliveries to cooperative farmers. Thus It was 10 meet its design
poal of *food self-sufficiency and increased agricultural incomes.*




12

The original activities included the comstruction of a 200-square-meter office
complex to serve as CA headquarters in Niamey, Construction or leasing of
warehouse space in Niamey and st the department and arrondissement levels,
increasing the storage capacity of the CA to 4,000 square meters, was also planned,

In addition to improvements in infrastructure, the original project design called
for instituting & more effective management system. This management system would
contribute to improving the timeliness of Input distribution and the internal
management of the CA, especially in Inventory and (financial control, These
improvements were to take place as a result of technical assistance and staff
training.

Two factors led to the redesign of the lnput supply component. One was the
orientation of the GON's rural development strategy as articulated »t the 1982 Zinder
Conference.  This seminar recommended a greater participation of cooperstives In
providing agricuitural inputs, The seminar also endorsed the idea that the CA would
eventually evolve toward a commercial operation that would permit cooperatives 1o
function independently in the input supply markets,

The second factor necessitating the redesign of the input supply component was
the disapproval of the original design by the project paper review team In
AID/Washington. This team found that the laput supply component as originally
designed did not adequately address the issue of potential privatization and Increased
efficiency, The component was redesigned with emphasis on attaining the maximum
economic viability of the CA, and on Increasing the involvement of the private sector
in marketing and distribution of agricultural Inputs. As indicated In the Project
Agreement, Amendment Four, the design sddresses ltsell primarily t0 seasonal lnputs
while awaiting resolution by other agencies of the complex issues surrounding CNCA's
sgricultural credit operations,

Modifled Goals and Purposes
The redesigned input supply component had (wo principal long-term goaly

1) to contribute to food self-sufficiency and the improvement in agricultural incomes;
and 2) 10 encourage the progressive development of a voluntary cooperative system
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for input supply. This system was to be self-financing and would eventually be
managed by cooperatives and become their property,

The purposes of the component are:

e "To provide in the near to medium term for the institutional framework for
management and eventual ownership of an agribusiness based on inputs®; and

e "To provide for the private commercial sector to participate competitively in
both the supply and/or distribution marketing functions related to those
sctions.*

The project encourages the evolution of an Input supply business and allows the
private sector to compete in input supply activities,

Expected Outputs

The fourth amendment 10 the project agreement specifies the achievement of
the following outputs by the the project assistance completion date (PACD):

¢ Improvement in the cash-flow situation of the CA and reduction in its
operating costs, This will lead to lower GON financial support requirements,
and provide the basis for developing a sustainable cooperative business
operation;

¢ Creation of a privatized commercial management structure for the supply of
inputs; and

o Greater access by farmers to Inputs in those geographic areas where use of
inputs Is proven to be profitable, This will take place as a result of & more
efficient distribution system,

The attainment of these end-of-project outputs was to be accomplished in »a
phased approach.  This midterm evalustion, while commenting on progres. made
toward achlevement of the end-of-project outputs, concentrates on outputs planned
for the first phase of the activity, These Include:

o Guarantee funding furnished by the cooperative training component on a test
scale 1o permit cooperative access (o bank finance on commercial terms to
purchase seasonal inputs,
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¢ Institutional changes to permit cooperative representation in the input supply
company; and

¢ Introduction of business management methods at the input supply company,
Assumptions
The assumptions implicit in the design of the component are the following:

¢ Improved agricultural technology exists that can increase farmer productivity
in Niger;

¢ The increased income resulting from the use of this technology package
Justifies the added expense, risk, and effort;

¢ Cooperatives will be willing and able to invest in the input supply company;

¢ The CA will be progressively converted into a commercially managed
business; and

¢ The input supply company will have the independence to operate like a
commercially managed business,

These assumptions govern the feasibility of attaining the end-of-project outputs.
Their validity will be discussed in the following analysis.

Financia)l Management: Inventory, Accounting, Budgeting, and Cash Flow

The original project design called for "an improved system of (financial
management® at the CA. This output was elaborated on in anendment four, which
called for the introduction of managerial accounting practices (o help the CA move
toward financial self -sufficiency.

Progress 1o Date

The project has made excellent progress in developing a system that produces
monthly reports on inventory at a national level and for each Union Régionale des
Coopératives (URC) and Unlon Sous-Régionale des Coopératives (USRC) by product,
Little progress has been made in stock rotation,
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The project has put into place an accounting system that allows control at the
field and headquarters level. Budgets have been prepared for CA operationt on a
regular basis, and CA headquarters staff have been trained in their use. These
controls have allowed some improvement in cash flow. Problems 'vith late payments
and accounts receivable continue, however, and constitute serious impediments to the
CA's financial viability,

The CA has made good progress in obtaining collaboration from URC and USRC
field personnel. The CA must rely on these individuals to collect payments, verily
information, and estimate needs in the field as it has no staff of its own at the field
level. The collaboration has been greatly improved through training seminars, It
should improve even more now that the CA has beer transferred to the cooperative
movement,

Flodings

Compared with the CA's mandate of ensuring the Input supply meeds of Niger,
the CA's stalf of 20 employees Is small, The CA's warehouse staff consists of one
employee in each of the seven departmental capitals and a chief warehouseman at the
CA headquarters. These departmental warehousemen constitute the entire field staff,
and the CA must depend on the cooperative structure for the majority of its field
operations,

Information concerning input needs, stock levels, and cash must flow from the
cooperative level, through the USRC directors, to the URC, and then to the CA, I
is at the URC and USRC levels that a CA employee intervenes in this information
flow. He works together with the URC director to synthesize the informstion from
the cooperatives and sends reports to CA headquarters. He makes monthly trips to
the USRCs to help the directors at that level with inventory and accounting. The
project provides gasoline and a motorcycle for this purpose,

Inventory

Inputs xre ordered by Individusl cooperatives, development projects, or GON
Institutions such as INRAN. Inventory is delivered to CA departmental warehouses,
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to warehouses at the USRCs, or directly to cooperatives. The CA is responsible for
transportation costs, The CA must be able to account for inventory, which is spread
among many sub-depots and cooperatives. For example, in the Zinder and Tahoua
departments alone, the departmental warehousemen estimated that CA inventories are
stored at 120 sub-depots or cooperatives.

Having no staff at the cooperative level, the CA is handicapped in its oversight
of these storage sites. In some cases, unsold orders may have contributed to the
accumulation of inventory at the sub-depot and cooperative level.

The potential for blockages in the flow of inventory information and the effects
on collection of sales proceeds of such a complex system are obvious. USRCs are
organized by administrative division with one USRC for each arrondissement,
irrespective of the number of cooperatives present. In areas of numerous
cooperatives, this arrangement can result in a large amount of work in inventory snd
accounting control for the USRC directors,

The system developed by the project for perpetual inventory and accounting
control improves on the previous CA system by allowing more precise breakdowns,
For example, information on quantities sold on a cash or 30-day credit basis during
the month is readily available. In addition, information on beginning inventory,
deliveries, transfers, and final stocks is easily generated.

During observations of CA departmental depots in Zinder, Maradi, and Tahoua,
and at several USRCs in these departments, the team observed the efficacy of the
CA system, Team members visited the warehouses during the last week in October
1987 and examined inventory reports thut had been prepared for FY 1987, The
timely production of these reports so soon after the end of the fiscal ycar is an
excellent demonstration of project progress.

The importance of this accomplishment should not be underestimated. Having
inventory information available on a timely basis is useful for planning purposes,
especially for requesting fertilizer allotments from donors, Past sales represent the
most accurate indicator for estimating input needs at the local level,
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At present, up-to-date inventory information is especially useful because of the
transfer of the CA to the Union Nationale des Coopératives (UNC). This information
will contribute to the GON's ability to make informed decisions on the future of the
CA and will facilitate the transfer of the CA to the cooperative structure.

One area of concern is stock rotation. Little progress appears to have been
made in developing a system by which the oldest iaventory is sold first.
Observations indicate that CA departmental warehouses operate on a last in - first
out basis, This situation could be corrected by a change in procedures and. by
training.

Accounting

The CA has put In place, with project assistance, a good system for accounting
control at the URC and USRC levels. The CA's warchouseman works in collaboration
with the URC accountant and turns over sales proceeds on a daily basis, Paymints
for inputs that are made at the cooperative level are collected by the USRC
directors, who visit the cooperatives usually on a monthly basis, These payments are
deposited with the URC accountant when they reach a certain level,

Reliable systems are in place to ensure that sales proceeds are credited to the
CA. Deposits are made to the CA bank account generally when cash at the URC
reaches the level of 100,000 CFA, These deposits are made on the signature of the
URC Director, the accountant, and the CA warehouseman, This is a sound financial

control,

At the national level, a computer system for processing data from FY 1987 is
now operational. This system is used for invoicing clients and for preparing reports
on accounts receivable. The CA has been able to bring its accounting records up to
date and to get through a seven-month backlog.

Monthly and national sales summaries can be produced by product and by type
of sale, either cash or credit. This allows reconciliation of Inventory movements to
cash receipts and accounts receivable,




In addition to these computer procedures, financial control systems have been
introduced by the project at CA headquarters facilitating the preparation of financial
statements. The generally improved state of accounting information allows better
financial planning and management, representing considerable improvement as a result
of the project.

Budgeting

Substantial progress has beem made In budgeting mander the project. Prior to
the arrival of the CLUSA technical assistant, CA budgeting was done on an annual
basis and was one year behind. At present, the CA generates yearly and monthly
budgets that project sales revenues and costs, CA personnel are trained in budget
preparation and analysis.

Cash Flow

The timely preparation of client lavolces and geoeration of laformation om
amounts of cash and credit sales have allowed the CA to Improve Its budgsting and
cash-flow situation since the project began In 1985, The monthly budgets that are
prepared help to match expenditures with revenues,

Since FY 1985, fungicides and agricultural equipment have been sold on a cash
basis, but fertilizer is still being sold in large quantities on a 30-180 day credit
basis. Cash flow, as measured by receipts from cash and repayment on credit sales,
increased from 3506 million CFA in FY 1985 to 552 million CFA in FY 1986 (Table 2).
Cash receipts themselves dropped slightly from 166 to 151 million CFA. However,
receivables from credit sales, including pre-FY 1985, increased from A47 million CFA
in FY 1985 to 541 million CFA In FY 1986, At the same time, operating costs
increased with a resulting decrease in coverage of operating costs by cash flow from
46 times to 3.7, Had interest charges on the CA's CNCA loan (157 and 171 million
CFA for FY 1985 and FY 1986, respectively) been Included In operating costs,
coverage would have dropped to 1.9 times for FY 1985 and 1.7 times for FY 1986,

Data for the first eleven months of FY 1987 reportedly have been prepared, but
the evaluation team was told that they could not be made avallable then. The team
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would have found this usefu! information since it would have provided an up-to-date
picture of the progress of the cash-flow position of the CA and its coverage of
operating costs,

Also important is the volume of credit sales paid for, Data provided by the CA
to the evaluation team show that in FY 198§ credit sales (30-180 days) amounted to
414 million CFA, of which 3% million was paid. In FY 1986 credit sales amounted to
495 million CFA, of which 401 million was paid. Based on these two years alone, the
CA entered FY 1987 with 21 percent more accounts receivable (447 million versus 3541
million),

The bulk of these receivables is mainly former fertilizer sales to irrigated
perimeters or development projects. These are the CA's largest and most-valued
customers. Obviously there are problems with prompt payment by some clients, The
largest outstanding receivable is from the Maradi Rural Development Project. As of
August 12, 1987, this project owed the CA approximately 111 million CFA.
Discussions were undortaken at that time 1o ensure that the back payments would be
made before the end of the Maradi project in 1988, These discussions resulted in a
signed agreement for repayment between the CA and the Mamdi project. Total
repayment 10 the CA should be made by September 1988, The CA has already
received three payments totaling 26.5 million CFA under the agreement,

Despite this large debt, the Manadl project continued 10 be sold fertilizer on
credit terms from the CA. The attitude expressed by CA departmental warehousemen
and URC directors alike is that the projects are good credit risks, but large
receivables have & pegative impact on cash flow, If the CA s eventually 10 become
viable, It must keep clients from sccumulating large uopald balances. Al present the
CA does not have the independence 10 refuse delivery 1o projects and lrrigated
perimeters that have sccumulated arrears, or 10 charge interest on unpald balances,

On the cooperative level, USRC directors sometime have problems collecting
payments for sgricultural iaputs. This problem was mentioned by the USRC direcior
in Konnl (Tahoua Department) concerning fungicides. At the end of FY 1987, 26),000
CFA was outstanding 1o cooperatives for fungicide, representing approximately 14
percent of the total value of fungicide sales for that year, Past eaperience indicates




that much of this amount will be collected later in the calendar year as the buying
campaign for cereals and cash crops gets under way, but this type of payment
arrears has a negative impact on the CA's cash-flow situation.

The URC director in Maradi mentioned s similar collection problem with
fungicide sales, The approach in that department since 1985-1986 has been to bill
the USRCs for the fungicide. I full payment is not received from the USRCs, the
URC deducts the outstanding amount from the money it provides to the USRC, The
USRC is also allowed & margin in resales of the product, which helps cover cost,
According to the URC director, the procedure of direct billing of the USRC has
substantially improved the problem of uncollected lungicide sales proceeds,

In summary, some improvement in the cash-flow position of the CA has taken
place, but late payments of sales proceeds by projects, lrrigated perimeters, and
cooperatives have n negative effect on the CA's coverage of operating costs, The
CA must have the independence to require that receivables be repaid, or to charge
interest on unpaid balances,

With regard to cooperatives, the Maradl experience of billing USRCs directly for
inputs may be a workable one for use in other parts of the country. If the USRCs
are eventually able to become autonomous economic entities, it may be possible to
require them to pay for inputs as they are delivered, It does not appesr, however,
that the USRCs now have enough income sources 1o make this possible,

Collaboration with the Cooperastive Structure

Other than the departmental warehovsemen, the CA bhas no fleld staff and
depends on the cooperative structure for the majority of its feld operations, Toe
most critical link in the chain occurs of the USRC, Thas I the level at which the
interaction with cooperstives takes place, Numerous reports and fleld observations
indicate that the collaboration on the part of USRC directors has been spotty, Prior
10 the transfer of the CA from the Minlstry of Agriculture 0 the UNC, USRC
directors had little incentive to make timely reports 10 the CA, at the two entities
were under separate structures, As of June 2), 1987, the CA has been transferred (o
the cooperative movement, and it is hoped that collaborstion will improve now (hat
the CA is part of the same structure as the UNC,
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The project has improved collaboration of the USRC directors through training
seminars, Two trainers were hired by the CA, and six national seminars were
delivered to assistant directors and accountants of the URCs, departmental CA
warchousemen, and USRC directors. The major subjects covered in the seminars
were inventory and cash control, estimation of inpin peeds, marketing and promotion
of mles of agricultural inputs, and methods for training cooperative members,
Information on the use of fertilizer was presented by s fertilizer specialist frem
INRAN, The formal seminar training was followed by in-service training,

The seminars helped 1o develop a feeling of shared mission between the CA and
the cooperative movement. They have been effective in increasing the timeliness and
quality of reporting by giving USRC personnel the shills necessary to provide
information to the CA in the form most useful to it

Despite the progress the CA has made in its training program, some problems
remain. One is the continuity of the training effort. Since March 1986 no further
CA training has been undertaken. Although both of the original trainers are no
longer with the CA, a new trainer has been hired and the next seminar is planned
for November 1987,

In the past, the CA had not attempted to train those responsible for inventory
and cash control at the cooperative level, although the CA s considering this as an
option. The need (or this training was evident in field observations and in the
comments of URC and USRC directors. In one cooperative at Droum (Zinder
Department), the manager of the village store was also in charge of the CA sub-
depot.  While the Inventory and cash records of the store were kept in excellent
order, those of the sub-depot were non-existent at the cooperstive level, There i
not much difference between managing the Inventories and sales of a small store and
managing the ordering and sale of agricultural inputs, Thus there Is no reason why
the manager could not keep records of Inventory and sales for the CA, assuming
cooperative members were Interested In  purchasing CA  Inputs, This  would
enormously facilitate the USRC director's work, and have a positive effect on
inventory and cash control.  The cooperative might also consider paying a small fee
10 the manager of the sub-depot to compensate him for the services provided to the
members,




One pertinent question concerning the CA-sponsored training involves the lack
of collaboration with the cooperative training component. The CA has the technical
expertise in the subject matter to be presented, whereas the cooperative training
component has considerable expertise in the methodology and delivery of training
programs, Because of lack of collaboration, the CA was not able to profit frem
these skills in presenting its seminars,

The CA's training program has been suspended since March 1986. Collaboration
among the components might have allowed a greater degree of continuity in the
delivery of training programs by the CA. ‘

Concluslons

Large recelvables from lrrigation and development projects have had negative
Impact on the CA's operatiug cost coverage. These receivables constitute a serious
impediment to the CA's financial health,

The complex system by which information and sales proceeds must move from
the cooperatives through the USRCs, to the URCs, and then to the CA has great
potential for breakdown. The efficiency of this system depends to a large degree on
the input of the USRC directors upon whom the CA depends for record keeping at
the cooperative level,

To date proJect effort has been concentraied at the mational and departmental
levels. URC and USRC personnel have been trained in Inventory control and
accounting. CA headquarters personnel have received training in these areas and
also in budgeting. Now that the CA has strengthened its operations at the national
and departmental levels, it can move toward improving the quality of the information
st the cooperative level, Having developed workable financial management systems,
it is in a good position to do so

The CA has made real progress In the areas of laventory comtrol, accounting,
and budgeting The project has been introducing business management methods,
These methods will allow the CA to move toward the objective of operating like a
commercial enterprise,
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Recommendations

¢ More attention shculd be pald to developlag systems that allow the timely

collection of sales proceeds. The feasibility of billing USRCs for inputs
supplied to them should be investigated. The CA must collect unpaid
balances from large projects, The CA should be given the authority to
refuse continued sales until the balances are made current,

Motivation of USRC directorn should be givem further attention. The CA
should take a lead role in developing guidelines that define the role of URC
and USRC personnel in CA operations. These guidelines should then be
incorporated into UNC job descriptions and personnel policies.

The CA should provide tralning at the cooperative level In the areas of
laventory control, accounting procedures, and sales management. In this
regard, the CA should take advantage of the training expertise already in

place in the cooperative training and credit component, especially village
store inventory control and sales management.

TABLE |
ACCOUNTS RECEIVABLE
(million CFA)

196471985 198571986
Beginning Accounts Receivable 423 447
Credit Sales 414 495
Collections (390) (401)
Ending Accounts Receivable 447 34)




TABLE 2

ESTIMATED OPERATING COSTS AND CASH FLOW SITUATION,
FY 1985-1987

EY 1985 _FY 1986 FY 1987

Operating Costs (a) 111 148 134
Cash Receipts (b) 166 151 N/A
Collections on Credit Sales (b) 3%0 401 N/A
Total Receipts 306 552

Coverage of Operating Costx:
Total Receipts/Operating Costs 4.6 37

Source: Centrale d'Approvisionnement

2 Operating costs no longer include interest charges on debt to CNCA since debt
sssumed by UNC,

b Estimate, prices increase in mid-year; latter price used,

Operational Costs and Flanncial Support by the Government of Niger

The original project proposal and the fourth amendment to the project
document called for lowering CA operating costs and reducing the contribution by
the GON 1o the CA.

Progress 1o Date

Operational Costa

The debt of the CA 1o the CNCA has been eliminated, thereby reducing total
operating costs significantly, Little progress has been made, however, in
reducing the CA's costs for salaries, transport, and overhead. Operating costs in
these areas have grown by 23 million CFA since FY 1985,

The amount of costs that are covered by cash and credil receipis is a more
important indicator of improvement in the CA's operating situation. There has
been deterioration in this area,
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GON Flaancial Support

The GON contributed 300 million CFA toward the operation of the CA in FY
1985. In FY 1986 this amount had decreased to 68 million CFA and by FY 1987 the
GON was not contributing at all to the CA's operation. The reduction of GON
financial support to the CA represents progress toward the stated goal of reducing
GON contributions to the operation of the CA. Unfortunately, the GON operating
subsidy has been replaced by one from the donors as the CA withholds opersting
costs from the reimbursements of sales of donor-provided fertilizer, No formal
mechanism for providing the CA with a revolving fund has been put into place,

Fladlogs

According to the annual activities reports and budget estimations of the CA, I
cost of operations «= deflned as salaries, tramsport, and overbead costs -~ rose from
111 million CFA In FY 1985 10 an estimated 134 million CFA In FY 1987 (Table 2).
Although the nominal cost of operating the CA has risen by 23 million CFA,
discounting for infation would result in a smaller increase,

One potitive note relative 1o opersting costs concerns the elimination of CA
debt 10 the ONCA.  This debt, of spproximately | billion CFA, was absorbed by the
GON in June 1987 as part of the transfer of the CA 10 the UNC, This development
represents & sigaificant step in reducing the CA's opersting costs, and the debt b
not included in the following discussion of CA operating costs,

Project efforts have undoubledly resulied in more efficient operstions and
increased recovery of sales proceeds, but seversl factors have intervened 10 keep
costs from declining. One of these Is the requirement that the CA provide
sgricultural inputs in all parts of the coustry, irrespective of costs of operstion. In
the past, po mechanism enisted allowing the CA 10 reduce operstions in waprofitable
areas

Warehouse rental charges and vehicle mainlenance costs are other imporuant
factors that have kept operating costs from declining In FY 1985 rent on




warechouse space and expenses related to vehicle maintenance represented 37 million
CFA, or 33 percent of the CA's total operating expenses in that year,

Of the total, vehicle maintenance accounted for 328 million CFA and warehouse
rental for 42 millioa CFA. It is estimated that by FY 1987 warchouse rental
expenses will have reached 12.5 million CFA and vehicle maintenance costs will have
increased to 39.6 million CFA. These opersting expenses will sccount for 39 percent
of the CA's total estimated FY 1987 operating expenses, up from 3) percent in FY
1985,

The project's contribution of light trucks has been instrumental in increasing
the CA's mobility in controlling inventory and verifying sccounting. However, the
lssue of reducing the large expentes related (0 heavy vehicle maintenance s
critical one. The CA purchased its current feet of heavy trucks in 1980, Seven
years later the vehicke Meet is fully amortized and the CA works with seven trucks
rather than the nine that would be optimal,

Observation by the team in the field confirms the difficulties encountered with
CA wucks, For example, the CA's 7-ton truck tationed In Tahous has not been
operational since June 1987, The lack of reliable wvehicles has a negative impact on
the CA's ability 1o deliver fertilizer on » timely basis, and in the quantities desired,
It also makes the CA 8 less sttractive iavestment choice for cooperstives,

The warehowsing problem faced by the CA I malaly related to the large
sccumulation of wasold laventory, The necessity of maintalaing storage space for
this inventory leads 10 the high cost associated with warehouse reat. Civen that CA
fertilizer sales wre falling, i & o wise idea 10 rent warchouses rather (han
constructing them

Unfortunately s8o FY 1986 opening balance of CA stocks was avallable 10 the
evalustion feam, bul estimates can be oaloulated based on fertilizer donations and
sales. Table 3 details the increase in CA siocks since FY 1906, Assuming that the
CA had no fertilizer in stock ot the beginning of FY 1986 and that all additions to
invealory came from dosations, by the end of FY 1987 the CA had accumulated
spprovimately 2,200 jons of wasold fertiliser, or roughly 36 percent of s estimated
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FY 1987 sales. The situation may be even worse, as actual sales figures for FY 1987
are likely to be less thar the estimates presented and it is unlikely that the CA
began FY 1986 with zero inventories. As described below, the accumulation of large
fertilizer inventories was noted during the evaluation team's field work.

14 all the departments visited, unsold fertilizer inventories were significant. In
Tahoua, for example, the CA warehouseman indicated that 832 tons of natural
phosphate fertilizer were in inventory as of October 1, 1987, In Zinder over 270
tons of nitrogen fertilizers and spproximately 350 tons of phosphate fertilizers were
in stock at the end of FY 1987, Although storage conditions were generally good,
deterioration is a potential problem, Approximately 105 tons of super simple
fertilizer had been in store at the Zinder URC for up to two years, Much of the
nitrogen fertilizer had been in storage for one year or longer,

In Maradl the team examined warehouse records that indicated another problem
related (0 warehouse space. The records showed that frequent transfers of inventory
were made from CA headquarters to Maradi and then back again, apparently as a
result of & lack of storage space at headquarters, For example, in April 1987, 44
tons of urea fertilizer was transferred from Niamey to Mandi. Five months later, 64
tons were transferred back to Niamey, This movement of (fertilizer results in
tignificant transportation costs and ccatributes to an ncrease in CA operating
eapenses

Ose wseful measure of an organization’s financlal health Is the relationship
between operating costs and cash flow, that Is, how well are operating costs covered
by emsh flow, Table 2 provides this Information for FY 1985-1986. Unfortunately,
the CA could mot provide information from FY 1987, There has been a deterioration
in the coverage of operating costs by cash flow over the two-year period from 4.6 to
1.7 times,

Operational lasves

The GON has been able 1o reduce s contribution to the CA's operation from
approximately 300 million CFA In FY 1985 to 0 In FY 1987, but not as a retult of
declinlog CA operating costs,  Since GON contributions to the CA have started 10
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decline, distribution costs have been withheld from the reimbursements made to the
counterpart fund fronn sales of donor-provided fertilizer; this procedure has
apparently been accepted by the Ministry of Plan. The CA has thereby been able i
continue to operate, albeit in a precarious financial situation, In effect, the burden
of CA operating costs has been shifted from the GON to the donor community. The
CA will need to clarify the issue of whether fertilizer donations will continue now
that the CA has been transferred to the UNC,

In September 1985 a detailed report was priduced reviewing the design and
operational problems encountered during the implymentation of CLUSA technical
assistance to the CA (Garvey, 1985). The report outlined ways in which the CA
could move toward becoming a self-financing input supply company, One major
recommendation of this study was to allow the CA to keep the entire amount of
funds generated by the sales of donor-supplied fertilizer, It is not clear that the
donor commurnity is confident enough in the management of the CA to allow it to
control all sales proceeds, and only USAID bhas allowed the CA to retain sales
proceeds to constitute an informal revolving fund,

The Garvey report presented a detailed model on the operation of the revolving
fund during a three-year period, This model presented the amounts of donor
contributions necessary over time as a result of the introduction of a system of
revolving funds, The most attractive version of the model assumes supply of
fertilizer from Nigeria, because of its lower acyuisition cost,

The results of the model show that donor contributions to the revolving fund
would be decreased by more than 350 percent in each of the first two years of
operation if the CA were allowed to retain all sales proceeds. Total donor
contributions of 983 million CFA (33.) million assuming 300 CFA equals $1.00) would
be necessary over the first three years, The support of a single donor would not be
unrealistic, given this required level of funding.

The model Indicates that the CA will require contlnued donor funding beyond
the anticipated project completion date of June 30, 1989, More work will have to be
done to carry to model beyond the three-year period to see at what point the CA
can become financially independent,
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The Garvey model makes some critical assumptions. One is that the debt
problem of the CA has been resolved, which has happened. Others are that the
truck fleet will be replaced and that amortization is carried in operating costs. The
model also assumes that the level of CA (fertilizer sales is increasing. Given the
impact of decreased subsidy levels on the sales of fertilizer, this last assumption is
unrealistic although the model should be studied to determine the effect of the
decreased sales on donor funding requirements,

Conclusions

The CA has made little progress durlng project Implementation toward reducing
Its operating costs desplte Improved lnternal flnanclial management. There has been
deterioration in the proportion of operating costs covered by cash flow,

The GON has beer able to elimlnate Its contribution to the operation of the
CA, although this has been possible only because the CA has withheld its distribution
costs from reimbursements of donor-provided fertilizer, No mechanism for providing
the CA with a revolving fund has been put into place,

The largest obstacles to reduclng CA operating costs have been the large debt
service costs, large vehicle repalr and malntenance costs, and Important expenditures
on rent for warehouse space, With the transfer of the CA to the UNC, the problem
of CA debt has been resolved, For the CA to reduce warehousing costs, it will have
to liquidate much of its accumulated inventory, Vehicle repair and maintenance costs
will be reduced only if new vehicles can be provided. The needed investment is
unlikely to come from the GON, considering its declining contribution to CA
operating costs,

Recommendations

® To become financially Independent, the CA should be allowed (o control
pricing policy and reduce Its burdensome lnventories, It must also have the
independence to eliminate unprofitable operations, and liquidate bulldings and

property,
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® Donor and GON agreement should be sought allowing the CA to use the

proceeds of fertilizer sales 25 a revolving fund or flnancing should be
provided through a loan on a concesslomal basls, This assistance should take
place on a fixed timetable with CA self-financing at the end of the period.

o Some mechanism must be found to allow the CA to reduce Its burdensome
expenses related to vehicle repalr and malatemance. Vehicle rental, or a
combination of rental and purchase, should be explored as options. Should
purchase be justified, only the number of trucks required to deliver the CA's
reduced sales volume should be purchased.

TABLE 3
CA FERTILIZER SALES AND DONATIONS, FY 1984-1987
(tons)
Sales FY 1984 FY 1985 FY 1986 FY 1987 (a)
Urea : 2,161 3,447 2,955 2,813
NPK 15-15-15 2,056 2,504 2,232 2,179
Super Triple Phosphate 47 279 764 856
Super Simple
Phosphate 2,128 1,135 415 314
NPK 14-23-12-6-2 | 6 1 0
Amonium Sulfate 56 50 2 25
Calcium Nitrate 58 50 17 40
NPK 26-12-0 0 13 0 0
Natural Tahoua
Phosphate 730 487 11 0

Potassium 4 20 4 20
Others 0 0 | 0

Total Sales 7,241 7,991 6,402 6,267

Total Donations 4,447 5410 10,586 4,320
Source: Centrale D'Approvissionnement

Note: Sales of less than one ton not shown.

2 Estimate,

Increased Farmer Consumption of Seasoanl Agricultural Inputs

The original project document called for the input supply component to result
in the increased use of seasonal agricultural Inputs by farmers, In the fourth
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amendment, this end-of-project output was modified. The fourth amendment states
that "in the geographic areas where use of inputs is proven to be profitable, farmers
will have greater access to them as a result of a more efficient distribution system.*

Progress to Date

As a result of price increases on CA fertilizer, due to reduced GON subsidies,
the amount of fertilizer sold by the CA has decreased (Table 3). Although no
quantitative estimates are available, total annual fertilizer demand appears to be
decreasing, and is in the range of 8,000-10,000 tons, The CA estimates that its
share of the fertilizer market has fallen from approximately 90 percent in FY 1985 to
60-65 percent in FY 1987, Private traders have seen their sales increase
correspondingly.

The CA has been able to hold on to its share of the market in fungicide. The
distribution of other pesticides has boen transferred to the Crop Protection Service
of the Ministry of Agriculture, The CA has no expertise in marketing seeds and is
not presently involved in seed distribution.

Flodings

Private traders are able to bring fertllizer Into Niger from Nigeria where It Is
subsidized at 60-70 percent. Although the price of fertilizes has been increasing in
Nigeria, the naira has been depreciating relatively faster, As a result, there
continues to be an incentive for the private sector to import fertilizer from Nigeria,
In the past, Nigerien traders have received import licenses and filled government
orders for fertilizers from Nigerian supplies,

Field observations in Zinder and Maradi departments indicate that, in 1987, urea
and NPK 15-15-15 fertilizers were available from traders at about 33-percent less
than the CA's price. Super simple sold for about 20 percent less than the official
CA price. This general price level was confirmed by the Direction des Etudes et de
la Programmation des Statistiques Agricoles (DEPSA) in u study of fertilizer supply
and demand in Niger (Josserand, 1986). In FY 1987 fertilizer was subsidized by 30
percent versus approximately 57 percent in FY 1985, Despite the subsidy, the CA
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has not been able to match the prices charged by private traders, One reason for
this has been its high distribution costs.  Distribution costs for the CA were
estimated at 15 CFA per kg in 1984 (Ronco) compared with 4-8 CFA per kg for
privaie traders (Josserand, 1986).

The high distribution costs of the CA are related to Its mandate to provide
fertilizer at the same fixed mational price Irrespective of tramsportation costs, and Its
inabllity to close down wunmprofitable operations. This requires subsidizing operations
in some areas and does not allow prices to be lowered in others.

CA subsidized fertilizer Is generally of higher quality, but this has mot been
sufficlent to compensate for the price difference of wp to 50 percent. In dry-land
farming, where fertilizer use is an uncertain proposition given the agro-climatic
environment of Niger, fertilizer sales are extremely price sensitive,

The irrigated areas around the Niger River account for spproximately 60 percent
of the CA's fertilizer sales. Aggregate demand in these areas is relative stable, but
cooperativis in these areas are sensitive to price increases, Because of the
quantities involved, a small increase in price has a large effect on the total fertilizer
bill, As a result of price increases, the CA estimates that approximately 30 percent
of irrigated areas' needs are being supplied by the private sector,

Desplte Its loss of fertllizer sales, there are ways In which the CA can compete,
One of these is on the issue of [fertilizer quality, According to field sources,
fertilizer from Nigeria is often of doubtful composition. Fertilizers can be mixed and
bags incorrectly labeled.

A second potential area of CA advantage is reliability of delivery, although the
CA's ability to compete in this area will be affected by continued improvements in
its management and vehicle fleet. The DEPSA (Josserand, 1986) and Ronco studies
(1984) indicated past problems with the reliability of the private sector, In some
cases, ivaders have been unable to deliver the requested amounts of fertilizer, These
are not arguments, however, against provision of fertilizer by the private sector, but
areas of relative advantage for the CA,




33

Fungicide sales appear to be ose bright area In an otherwise gloomy CA sales
plcture, In all of the areas the evaluation team visited, demand for CA fungicides
was strong. This reflects the relatively small cost of fungicides (70 CFA per 25-
gram package) and also the lack of competition from the private sector, One
disturbing aspect concerns the type of fungicides sold. Farmers prefer the imported
fungicide Thioral rather than the locally produced Calithio. The team observed some
cases of CA warchousemen withholding supplies of Thioral from clients. Although
the goal of selling locally produced fungicide is a laudable one, withholding those
products that are in high demand could eventually reduce the CA sales even lurther,

Responsibliity for the distribution of other pesticides has been transferred from
the CA to the GON's Ciop Protection Service. In 1985-1986 and in previous years,
however, the CA was obliged by the GON to distribute pesticides free in violation of
the ASDG subsidy sgreements that limit the individual subsidies to 50 percent,
Although the TA was reimbursed for the costs of the pesticides, the distribution
costs had 1o be supported by the CA,

Concluslons

Although CA fertilizer sales have been reduced substantially by the decrease In
subsidles, this Is mot & wmegative flading. One purpose of the APS Input supply
component as outlined in the fourth amendment was to allow the private commercial
sector 1o participate in the supply and distribution of agricultural inputs,

Fertllizer wse Is most ecomomically viable on Irrigated perimeters, Some usens
there have shifted their source of supply from the CA to the private sector and are
meeting their fertilizer needs st a reduced cost. There Is no evidence that fertilizer
demand in lrrigated areas has decreased as the result of increases in the official
price of fertilizer,

Agronomic research suggests that fertilizer use on dry-land farming may be
questionable, especially at the doses recommended by the Extension Service, Again,
it is not clear that demand for fertilizer In these areas has decreased, Eventual
reduction In demand in marginal-use areas as a result of full-cost pricing represents
8 wiser aliocation of scarce resources,




The private sector's success in fertilizer sales leaves open the issue of the
impact of reduced sales on the CA's internal operstions, The burden of unsold
Inventory is a crushing one. Fortunately, improved management systems are in place
at the CA to allow it to mssess current levels of laventory and sales, If given
independence in pricing, it may be able to market ity products more aggressively by
competing in the areas of timeliness of delivery and quality. Mitigating against this
strategy again are the requirements that the CA sell in all areas of the country and
st ope uniform national price, These are questions out of the direct coatrol of the
CA but that will largely determine its ability to deal with large unsold inventories,

Is competing with the private sector for sales, the CA will meed the capabllity
to conduct marketing studles and the flexibllity to respond to Its cllents' needs,
There is no evidence that the CA currently has this capability or that the project
considers this a priority, Efforts 50 far have been concentratrd on schieving the
first phase objectives of introducing business management methods at the CA. Now
that progress has been made in attaining improved inventory and sccounting coni9l,
marketing issues can be considered. This may be a viable role for short-term
technical assistance,

Recommendations

¢ Develop a workable process whereby the CA can be relleved of Its excess
fertilizer Inventory,

o Move toward the Incorporation of a marketing strategy In the masagement of
lbohCA. This may require modification In the delivery of technical
assistance,

Increased Cooperative Marketing of Seasonal Agricultural Inputs

Related to the lssue of Increased mccess to seasonal inputs ks the question of
Increased cooperative marketing of Inputs. This output does not sppear explicitly In
the fourth amendment, although the participation of the cooperatives in the laput
supply component appears in the discussion of the project purpose.
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Progress to Date

No evidence suggests that cooperatives have participsted in the marketing of
seasonal inputs except to a very limited degree.

Fladlngs

The amount of [fertilizer supplied to cooperatives by the privatc sector has
substantially Iscreased.  Statistics compiled by the cooperative training component
indicate, however, that only a limited number of cooperatives are involved in
marketing of inputs, Only one loan made under the guarantee fund was for seasonal
inputs, and the amount of the loan was insignificant. About five other cooperatives
(of the 114 with which CLUSA works) are purchase and resell fertilizer, but the
mark-ups charged do not appear (0 cover more than transport costs,

The cooperative training component stresses support to economic activities in
which cooperatives chose to participate, The lack of guarantee fund loans for
marketing of seasonal agricultural inputs indicates a lack of interest in this area.
The directors of the Banque Internationale pour I'Afrique Occidentale (BIAO)
branches in Zinder and Tahoua indicated that their portfolios do not contain any
loans for the marketing of agricultural inputs, probably indicating a lack of economic
viability for the activity.

In one case (Roukouzoum, Tahoua Departraent), however, the team observed the
marketing of urea by a cooperative store. Roukouzoum is located in a productive
area where onions are grown using urea fertilizer, which is generally not available
from Nigeria. In addition to production, cooperative members are involved in onion
marketing. The fertilizer sale price included a 15 CFA per kg mark-up, According
to the manager of the store, 2.5 tons of fertilizer were sold in 1987, This finding
indicates that in cases where viable commercial opportunities exist for agricultural
production and marketing, farmers will purchase Inputs even at a mark-up, The
Roukouroum cooperative has also been successful in selling fungicides at a mark-up
of 20 CFA per 25-gm container,




Concluslons

Little data are avoliable ou cooperative marketing of agricultural lsputs; few
cooperatives appear to be involved with this activity, It appears, however, that if
economically viable agricultural investments exist, farmers will purchase inputs even
when distribution and profit margins are included. Village stores represent a likely
outlet for agricultural input sales by cooperatives,

Recommendation

o Cooperatives should be allowed to participate In those ecomomic activities
that they deem appropriate. Project performance should be untied from the
question of increased cooperative marketing of seasonal agricultural inputs,

Cooperative and Privately Owned and Managed Input Sapply Company

The fourth amendment states that the sub-sector goal of the APS project is to
contribute to the

development of a phased voluntary cooperative input supply system which
will be self-financing, serve the interest of cooperative farmers, and which
will be progressively managed by or for the farmers or their representa-
tives, and which will eventually be owned by them.

The amendment also calls for the establishment of an executive management
committee “authorized to modify policy in the marketing and  distribution of
inputs . . . .* This management committee was envisaged by the implementation plan
(Pattinson, undated) as the *first institutional step towards the organization of »a
central cooperative agricultural input supply company® The commitiee was to be
formed in the short term and established by election. Its members would include
representatives of the public sector snd members from the regional cnoperstive
unlons, With regard to outputs, the first phase of project implementation (years 1-2)
required “institutional changes to permit cooperative representation In the Input
Supply Company.*
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Progress To Date

On June 23, 1987, by decree of the Ministry of Agriculture, the CA was
transferred to the cooperative movement. The UNC will now be responsible for
mansging the input supply organization. This transfer represents significant progress
in achieving project outputs, both those of the first phase of implementation and the
final objectives. Nevertheless, it is important to remember that the statutes
governing the operation of the CA under the UNC and the method of CA
capitalization have not been finalized.

Fladlngs

There Is no evidence that the management committee envisioned by the fourth
amendment was ever sel wp, although with the transfer of the CA to the UNC this is
a2 moot issue. A more important question is that, although the transfer of the CA to
the cooperative movement has been effectively accomplished by ministerial decree,
the modalities under which the CA would operate have not been finalized. It is
encouraging to note, however, that the decree specifically calls on the UNC 1o
ensure that the preparation of the statutes of the CA allow for autonomous
management.

The project's contribution to the preparation of the statutes governing the
cooperative CA has been important, In December 1985, the CA submitted two
documents relative to the functioning of the CA uader cooperative management to an
inter-ministerial meeting. These documents were “Les Dispositions Transitoires
Regissant la Conduite de la Centrale D'Approvisionnement Durant la Periode
Precedente I'Establissement en Societe Coopérative® and *L'Avant-Projet de Statut de
Ia Centrale d'Approvisionnement.”

In March 1987 the Minlstry of Agriculture published draft statutes for the
cooperative CA. These statutes define its mission as the management of agricultural
inputs destined for the rural sector,
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The draft statutes describe the structure and functioning of the governing
bodies of the cooperative CA and the organization's fleancial operstions, They
specify the details of share ownership, and allow for subsidies from the GON as well
as acceptance of grants and loans,

The draft statutes permit the purchase of shares in the cooperative CA by all
rural cooperative organizations. It Is not clear if non-cooperstive entities would also
be allowed to purchase shares, although capitalization problems may make this
inevitable.

The draft statutes defline the manner in which cooperatives can become share-
holders in the cooperative CA and their obligations o it. They call for voluntary
participation and forbid any cooperative from being forced 1o purchase shares,

At present the statutes have mot been ratified by the GON, Untll this process
is completed, the future of the CA in the cooperstive movement will remaln unclear,
The ASDG agreement provides for the adoption of these statutes by December 1947,

Capltalization

Apart from the lssue of the legal structure of & cooperative laput supply
company Is the question of capltalization of this eatity, In the Pattinson pre-
implementation and implementation reports (1985, undated), the guarantee fund was
the mechanism that would capitalize cooperatives. It would thus “provide the basis
for shareholding subscription capital (0 the Central Cooperstive Supply Company* m
the cooperative CA would be called,

In the Pattinson model, the guaraniee fund would allow the conperatives access
to seasonal commercial bank credit. This would take the form of a line of credit
that the cooperatives could use 10 purchase seasonal agricultural lnputs, This would
be advantageous both to the CA and the cooperstives. On the one hand, the former
would have a purchaser for its lnputs and be able to move sccumulated inventory,
The cooperatives, on the other hand, presumably would be free 10 resell these Inputs
at » profit or use them 1o improve thelr production, selling the resulting surplus and
thus turning & profit.  In any case the monles thereby created would represent (he
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capitalization fund whereby the cooperstives could buy isto the CA, No
determination was made about whether this type of activity could produce enough
funds to capitalize the CA fully, even over the live-year period envisaged.

Subsequent 1o the awarding of the contract t0 CLUSA for implementation of
technical amistance to both the CA and the coopenstive training component,
responsibility for the guarsntee fund was transferred from the CA to the cooperstive
training component. This transfer was related to CLUSA'S preference 10 use the
guarantee fund ms » training tool. Usnder CLUSA'S tnining methodology, lndividual
cooperatives identify needs and chose those economic activities in which they would
like 10 participste. The guarantee fund then provides the resources which with to
undertake the asctivity, In fact, the fourth amendment permits the cooperstives 1o
use the guarantee fund as they see fit.

It ks unclear from project documentation whether the transfer of the guarntee
fund 10 the cooperative tralning component was ever officially endorsed by USAID,
In practice, however, the CA has no involvement with the fund, Given this
sltustion, Mt is curlous that Pattinson's proposal that the guaraniee funding
mechanism be tested first in pllot areas, and eventually in an increased number of
cooperatives, was conserved In the fourth amendment. There has only been one case
of the guarantee fund being used 1o finance the purchase of seasonal agricultunal
inputs,' although cooperstives are In theory free to chose this as one of thelr
economic activities,  Interviews with BIAO branch directors in Tahous and Zinder
indicated that they have no loans of this type in their loan portfolios. These
findings indicate that some aspects of the Pattinson model were Mawed,

The Pattinson model rests on the assumption that the lsvestment In seasonal
sgriculiural laputs Is profitable, This way wot be the case for the majority of
cooperatives that operate In conditions of dry-season agricwlture, In fact, it Is an
open question ln the research and extension community as to whether the use of
fertilizer and/or animal traction is economically justifiable under rainfed conditions,

! 500 kg of fertilizer for 42,000 CFA.




The resale of laputs by cooperatives to geserate surplus capltal may also mot be
viable. Given the economic uncertainly of using isputs, it does not make sense for a
cooperstive 10 Increase sale prices w s members by much more than the cost of
delivery, In many areas, fleld observations by the evalustion team indicate that
Nigerien attitudes toward cooperstive membenship may preclude the resale of inputs
st higher prices 10 non-cooperstive members, Those usery would of course be free
10 join the cooperstive with litthe or 0o barriers existing 10 their entry into the

cooperative,

The direct liak between cooperatives and the CA bs asother lmpliclt assumption
of the Pattinson model that may be doubtful, Given the reduction in subsidies
required by the ASDG and the CA's high cost of operstion, cooperatives have great
incentive not 10 purchase laputs from the CA but rather from the private sector, In
sddition, because of the CA's precarious financial situation, it does not follow that
they would be interested in purchasing shares in the CA,

The possibility of commercial bank flaanciag will have to be comsldered ms 2
way of capltalizieg & cooperatively rwa CA, The physical sock of the CA could
serve as collateral for commercial bank credit, The small value of this collateral
relative 1o the CA's aanual operational costs, however, would limit the degree 10
which commercial credit could be wsed 1o capitalize the CA. Reduction of CA
operating costs would certainly improve the outlook for commercial borrowing.

Another constralat 1o obtalnleg commercial bank flnancing In the short term I
the wncertalaty of the CA's mode of operation sader the UNC, Before commercial
credit can represent & signifcant source of financing, the CA will have 10 develop »
track record of successful commercial operation, On s more positive note, the
project has been successful in putting In place the financial management systems that
will provide the type of Information npecessary (0 facilitate the granting of
commercial bank credit,

The establishment of a track record of swccessful operation s mot lkely to take
place before PACD, and at Jeast in the short term it will be necessary find & way 1o
provide the CA with Initial operating capital. The eventual receipt of bank credit by
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a cooperstive CA would be a good Indicator of attainment of ths objective of
creating a commercial operation at the CA.

Although the Iimplicit assumptions of the Pattinson model regrrding
capitalization of the cooperatives and the agricultural input organization may be
doubtful, the key feasibllity lssues Identified In the Implementation plan are sdlil
eritical for the establishment and success of a cooperatively owned and managed

Isput supply company.

One of these fexsibility issues concerned the ability of the cooperative
representatives at the departmental level to participate in overall management
responsibility of the CA. Although the cooperative training component was to assist
in developing this ability, little was done in this area. The training undertaken in
1986 of URC and USRC personnel in the workings of the CA represent positive steps
in this direction.

Of even greater Importance, however, Is the question of pricilng of loputs. This
issue relates to the independence in pricing of the CA and its ability to move from
one unified nationa! price to a system of regional pricing. In the words of
Pattinson:

If the cooperative managed Central Cooperative Supply Company is
financially self-supporting, it will require to have control over its pricing
structure in order to cover costs and set aside reserves . . .. National
prices would possibly disappear, and be replaced by regional prices to
reflect real distribution costs and/or competition from traders.  The

management committee of the CA .. . will require to address this issue
with the GON price fixing commission and establish ongoing dialogue on
price policy,

At present there Is no evidence that this dialogue has been opened, although the CA
should attempt 1o do 80, It Is not clear that the transfer of the CA to the UNC
will solve the problem of pricing independence,
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Although mot stated In the Implementation plan, asother crucial lssue to CA
economic viabllity Is that of matiomal coverage. In some areas of Niger, farmers'
needs for seasonal inputs may be more rationally covered by the private sector.
Sales volume or distance factors may make operaticn unprofitable in other areas. In
addition to pricing independence, the CA should have the ability to eliminate or
drastically curtail its operations in these areas, Forcing the CA to be the supplier
of last resort goes directly counter to the objective of creating a strong,
economically viable input supply company.

The draft statutes call for the cooperative CA to be administered by a Board of
Directors who presumably would have the authority to eliminate unprofitable
operaticus, It is not clear, however, if this would be acceptable to the UNC
leadership,

The implementation report raises the question of a revolving fund for the CA.
Pattinson suggests that the issue le resolved directly between the GON and USAID,
Given the contribution of other donors to the CA's fertilizer stock, resolution of the
revolving fund issue will certainly require their participation. The question of a
revolving fund remains unresolved and is discussed more fully in the section on
*Operational Costs and Financial Support by the Government of Niger.*

Conclusions

Progress has been made In creating the lastitutional changes that would permlit
cooperative representation ln the lsput supply company, The CA has contributed to
this effort both in the area of training of URC and USRC personnel, helping to
\ategrate cooperative leadership into the operations of the CA, and in the
preparation of statute proposals that define the Institutional functioning of a
cooperatively run CA, It is unclear if the transfer to the UNC represents a positive
step toward granting the CA the Independence in pricing and marketing that it
requires tv operate on a commercial basis, The CA should lobby for this management
independence as the UNC develops its strategy for operating the CA,

At present no viable mechanlsm of capltal participation by cooperatives In the
CA bas been developed, This will have n negative impact on the Incorporation of a
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central cooperatively or privately owned and managed input supply company by the
end of the project. In addition, the lack of a GON operating subsidy to the CA and
the unresolved issue of a revolving fund are likely to delay the possibility of
financial independence for the next several years,

Recommendations

® The statutes governing the cperation of the CA as part of the UNC must
provide authority to run the CA as a busluess, on sound business principles.

® Eopsure that approval of the statutes governlng the cooperative functionlng
of the CA are expedited, and that they grant independence to the CA in
marketing and pricing agricultural inputs. The CA should spearhead this
effort,

o Work toward resolving the CA's capitalization problems., Reassess the ability
of cooperatives to purchase shares in the CA, and the extent to which this
factor will constrain achievement of project objectives,

¢ Modify project Implementation documents to untle use of the guarantee fund
from the purchase 