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Executive Summary 
Reviewers of USAID's Proposed Country Strategy Plan, 1995-2002, raised concerns about Niger's 
ability to achieve sustainable economic growth In excess of Its 3 3 percent rate of population growth 
Some reviewers suggested that unless some means can be found to achieve a rate of economic 
growth In excess of the rate of population growth, USAID might be most effective If Its strategy were to 
concentrate exclUSively on USAID's Strategy Objective 1 (801), that IS, efforts related to family 
planning, maternal/child health services and child nutrition 

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

• S02, which Involves efforts to Improve access to markets, especially through use of Improved, 
decentralized financial services 

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

The overall conclUSion of this study IS that Niger IS very likely to achieve an economic growth rate In 

excess of 3 3 percent In the Intermediate run of two-to-five years Without USAID s assistance With the 
adjustments of the S02 and S03 strategies that are summarized In Exhibit 4, however, USAID can 
Significantly assist the growth of rural farm and non-farm actiVities, and enhance both Niger's overall 
rate of growth and rural partiCipation In that growth 

Exhibit 4 

Development Strategy For 
USAID/Nlger's 

Economic Reform and Mlcroenterprlse 
Program* 

I Agronomic Conditions 
In 1995 

- Arable land IS 15 ml out of 128 ml hectares 
Area cultivated (increasing exponentially With Yields 

constant\ 1) 
- Arable land seriously eroded 

- ReSidual arable land 

- Irngable land 
- Currently lITIgated land 

• Reslduallrngable land 

II Proposed Growth 
Strategy 

ExplOIt Gold Reserves at Llptako 

Hectares 
millions 

15 
7 

1 5 

65 

027 
007 

02 

Sectoral 
Impact 

-$US 185mVyr In 2000 

4 

Hectares 
millions 

15 
9 

-45 

1 5 

Impact on 
GOP Growth 

17% Increase\2 

L.. , 
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- New totally private sector activity SUS 16 mllyr rural Incomes 1 4% Increase 

Exploit Fertilizer Reserves at Tahoua 
USAID technical assistance for 
Phosphate mine development & 
TranSItion to cash Input farming 

Demonstration 
effect 
To encourage use of 

Devaluation Stimulus to Nlgerl Nigerian Trade 

Micro & Small Enterprises 
Produce unrecorded GDP equal to 
50% of GDP In production & services 

RedeSign macroeconomic 
Trade relations 

- Develop defenses against 
Non FCFA zone devaluatJons 

Agricultural marketing 
- Better Storage 

Private Sector Seed Production 

- Better market Information 

Rural credit 
Mobilize S88 ml bank reserves 
With semi formal mtermedlanes 
and USAID bank trammg 

Credit now available to 2% of rural sector 

25% Increase In 
Crop Production 

Reduced Crop 
failure In droughts 

Improved seeds 

-Water harvesting 
-Nitrogen fertilIZer (NRMs) 

6% Increase\3 

Improved ammal production 2% Increase\4 

Rural Income Effect 
Stimulation of 

Agro-processlng 
Non Farm enterprise 

Improve markets for 
Rural traders 

3 5% Increase\5 

Can Increase Millet & Cowpea 1 25% (I e 5% of Crop 
Production 

10% & 20% Respectively Productlon)\3 

Complements Rural Income Effects 
of Gold Fertilizer and F CFA Devaluation 

FaCilitates Business 
Expansion 

POSSible from Devaluation 

11 Area cultivated grew at 5 6 percent p a from 1984 94 See Annex F3 
21 Uranium contnbuted 2 6% of GOP In 1993 down from 13 1 % of GOP In 1984 when demand was stili strong for the minerai 
31 Crops were 25 7% of GDP In 1993 which IS estimated at SUS 1 1 bl 
41 Animal husbandry contributed 137% to GOP In 1993 
51 This Increase due to devaluation of the F CFA equals the loss estimated to result from an almost eqUivalent appreciation 

of the F CFAlNalra dUring 198587 
.. Preliminary results of a Barents/KPMG /3, DAI sector assessment of Niger's rural sector Draft date IS 10/30/95 file IS 
strtagy4 xis 

Niger's growth prospects are Critically dependent upon new and aggressive use of two mdlgenous 
physical resources gold and phosphate fertilizer Gold reserves, which the GON turned over to the 
private sector for explOitation m early 1995, IS likely to proVide Significant numbers of Jobs, local 
development and foreign exchange Reference to Exhibit 4, which summarizes likely Impacts or 
sources of Intermediate growth In Niger, mdlcates that gold production In the Llptako Region could add 
17 percent to GDP per year wrthm five years Uranium, by contrast, contributed 2 6 percent of GOP In 
1993, down from 13 1 percent of GDP In 1984 Gold mining actiVity IS expected to Increase rural 
Incomes In the selected areas where It Will create economic actiVity the eqUivalent of 1 4 percent of 
overall rural Income m Niger as a whole USAIO's strategy can help the GON channel ItS revenues 
from mining actiVity Into sustamable national growth 

Phosphate fertilizer depOSits at Tahoua, unlike the gold deposrts at Llptako, are not precisely defined as 
proven reserves However, they have been mined and used as fertilizer In Niger In the past, as IS noted 
In Annex F, Agricultural Data ExplOitation of these depOSits IS particularly Important for agriculture 
smce the lack of phosphate fertilizer IS the primary constramt to greater agricultural productiVity In 
agroecologlcal zones where ramfallls at least 250 mm per year Among other contributions to plant 

5 



DRAFT USAID/NIGER Economic Reform and Mlcroenterprlse Program 
health, phosphate stimulates root growth Improved root growth helps plants endure drought stress and 
enhances Yields In all climatic conditions 

Widespread use of Tahoua phosphate could Increase crop production 30 percent and add SIX percent 
to overall GOP growth USAID's country strategy can encourage the development of the Tahoua 
phosphate reserves It can also stimulate Initiatives needed to complement phosphate use These 
Initiatives Include better seeds, storage and marketing for agricultural production, greater rural access to 
credit for all farm and non-farm activities, and better natural resource management The potential 
Impact of these Initiatives IS summarized In Exhibit 4 

The quantities of phosphate needed are very substantial In 1994, the total area for ralnfed crops was 
7 059 million hectares ApproXimately 250 kg of Tahoua rock phosphate are needed per hectare every 
three years The result would Immediately Improve YIelds of millet and cowpea Intercropplng, maize, 
sorghum and groundnuts Later as farmers became aware of the Increased Yields they would likely 
Increase cash crops In their cropping plans This diversification would encourage greater expenditures 
on agricultural Inputs, Including extension services and other means to discover new techniques to 
enhance Yields 

USAID's near-term strategy IS particularly Important to Niger because gold mining IS an extractive 
Industry that could deplete reserves In 15 years Moreover, the dramatic Improvements possible With 
use of phosphate fertilizer by Itself need to be augmented to meet secondary constraints on plant 
growth Remedies to these secondary constraints Include sequentially greater use of green and animal 
fertilizer urea, pesticide, animal traction and potassium Natural resource management practices such 
as water harvesting though not universally applicable to all crops In all situations, can also contribute to 
production and can be added as perceptions of technical and economic considerations suggest a need 

Widespread use of the fertilizer IS expected to convince farmers that agricultural Inputs and 
conservation of land are worthwhile Investments This realization Will create a conceptual demand for 
these Inputs S02 related efforts to provide rural access to credit Will help create the effective demand 
for these Inputs, but this effort IS insuffiCient for credItors Lenders view farmers as hIgh risk clients 
because of the variability of weather uncertain commodIty prices when harvests are bountiful, and 
possibly monopolized commodity pricing Formal sector lenders also lack the expertise to do bUSiness 
With rural borrowers 

USAID's near-term strategy can assist Niger With the marketing and diversification transformation that 
can make farmers more creditworthy Years of large surpluses of staple crops almost certainly mean 
low prices for agricultural commodities Years of drought can mean hunger or worse POSSible 
solutions Include 

• Better on-farm storage can prOVide food security dUring drought years and help farmers hold 
inventories, thus preventing forced sale dUring the harvest period when prices are usually lowest 

• Production shifts from staple to cash crops after farmers' crop production plans Include an expected 
surplus of staple crop production, market Information systems that report weather conditions, 
Improved farm management practices, and likely regional demand for crops at harvest Such 
changes Will help farmers formulate crop production plans and apply Inputs In a manner that Will 
minimiZe shortages and surpluses 

• Reduction In transportation weaknesses Will prOVide more remote farmers With access to agricultural 
Inputs and commodity markets 

• Improved farmer access to credit for Inputs can be achieved by Improving commodity markets 
These markets are Impacted by monopolistiC wholesalers and volatile real exchange rates With 
Nigeria Phosphate fertilizer, better storage, and better farm management through market 
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mformatlon systems will reduce production variabilIty dUring normal and drought years, but 
additional Improvements are needed to reduce commodity pnce declInes dUring harvest penods 
Local marketing boards are suggested as one POSSibilIty In the report These boards can perhaps 
effectively serve as "agents" to bnng buyers, sellers, creditors and transporters together However 
all Indications suggest that commodity Inventones should not be controlled In any way whatsoever 

The macroeconomic section of the report POints out that marketing boards or groups with even the 
most sophisticated management usually fall The foreign shareholders of the two French companies 
that mine Niger's uranium and negotiate an annual contract pnce for It prOVide an example Niger s 
contract pnce for uranium was less than the world price until 1976 Then It doubled between 1975 and 
1977, Just as the European spot-market price for uranium dropped sharply Niger's contract pnce 
averaged 82 7 percent above the world pnce from 1980 to 1989 Moreover, In 1989 the contract price 
was 261 2 percent of the world pnce Marketing boards seem to make profits at the expense of 
farmers, Incur losses at the expense of the government or taxpayers, and eventually are forced to close 
due to excessive losses 

A second suggestion for Improving commodity markets IS through macroeconomic policy A study IS 
needed to examine pOSSibilities to create bilateral trade polIcies for countries outSide the F CFA franc 
Zone Implementation of such policies could help modern and traditional manufacturing as well as 
commodity markets Estimates suggest that Niger lost 13 bl per year In export revenues after the 377 
percent devaluation of the Naira between 1985 and 1987 This loss was equal to 3 5 percent of rural 
Income In 1987 Moreover, International trade theory suggests that tariffs can serve as an effective 
defense against currency devaluations of trading partners USAID could finance studies, perhaps 
through PASPE, to Identrfy flexible tanff strategies that Niger could pursue to protect Itself against the 
frequent devaluations In the Nlgenan Naira Without Violating ItS membership In the Union Monetalre 
Ouest-Afncalne (UMOA) 

The report notes that any new tanffs probably should be accompanied by a third-party contractor that 
would have permanent and complete responsibility for Implementing the tanffs to avoid corruption It 
notes further that the tanff could be advantageous to small commodity traders In two ways First, the 
tariff, which would raise the cost of Nlgenen commodities In Nlgena, could exclude small traders If such 
traders can be Identified effectively Depending on transportation costs these small traders and those 
who aVOid formal border crossings as they transport goods across the border might have a competitive 
advantage 

Second, the suggestion IS made that macroeconomic polIcy be used to Identify multiplier Impacts of 
rural sector growth which are pOSSible through fertilizer development the recent F CFA devaluation and 
supporting S02 actiVity The goal IS to encourage the GON to Invest some of ItS foreseeable profits 
from gold mining, a resource depleting actiVity, Into phosphate fertilizer, a resource restoring activity 
POSSible roles In the development of Tahoua would be 

• USAID could fund an Initial management study that would Identify exploration, reserve definition 
and other tasks reqUired to bnng the Tahoua reserves Into production under pnvate sector 
control The study should also develop a time schedule for each task 

• UNDP could finance exploration and overview measurement of reserves In suffiCient detail to 
ehclt private sector bids for permits to define reserves fully and to mine the reserves Within a 
speCified time period, prOVided minimum quantities of reserves are found 

• The GON could set aSide funds for loans to small firms to distribute fertilizer and prOVide minimal 
extension services to farmers who buy the fertilIzer Funds are also needed to study the most 
appropriate way to package the fertilizer for farmer use As noted subsequently, farmers 
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complain about wastage dunng application Tahoua phosphate IS applied as a powder that 
fre-R-uently appears to be blown off site by the wind 

• USAID could provide training to the entrepreneurs who successfully compete to dlstnbute the 
fertilizer and to the trainers who teach the small farmers extension techniques 

The potential growth Impact of the F CFA devaluation IS a regain of approximately the F CFA 13 bl 
loss In rural Incomes that IS estimated to have occurred as a result of the appreciation of the F CFA 
during the penod 1985-87 The opportunity to regain this Income each year will probably continue as 
long as the real exchange rate between Niger and Nlgena remains near ItS current levels Moreover, 
a gradually Increasing awareness among producer and consumers of the pnce relationships favor 
Nlgenen goods and services are likely to accelerate marketing opportunities over time 

The F CFA 13 bl or more In additional sales each year that could result from devaluation would 
benefit mainly In the rural sector and provide an Important opportUnity for the growth of micro and 
small enterpnses (MSEs) Charactenstlcs of MSEs make possibilities particularly advantageous for 
Improving employment and Income dlstnbutlon Unlike larger firms, MSEs attempt to remain small to 
aVOid the vanous forms of government control that complicate activity In the formal sector The result 
IS that approximately 85 percent of MSEs have three or fewer workers Hence, the additional sales 
volume possible from the F CFA devaluation creates pressure for multiplication of MSEs More 
Information on average sales volume per year of MSEs and information on their eqUity/debt ratios IS 
needed It would provide a basIs for estimating the number of new MSEs that might be created from 
the devaluation stimulus It would also provide an indication of their credit reqUirements 

Credit availability can reduce hidden cost burdens for eXisting MSEs and stimulate the formation of 
new ones The report pOints out that perhaps only two percent of the rural population have access to 
credit Lack of credit can force SMEs to pay very high Interest rates on loans for Inputs often through 
contingent agreements to share profits With creditors Their balance sheets, If they could be created, 
would reflect loan agreements that depend on personal relationships and the eventual profitability of 
business endeavors These arrangements which transform lenders Into a blend of creditor and 
quasI-eqUity holders can pose management problems for MSEs and erode owner-equity even when 
profits are high 

The team's overall conclUSion related to the validity of the misSion's agncultural marketing program IS 
that It needs to be expanded beyond Simply providing credit to rural areas USAID has successfully 
achieved this very focused and Important obJective, but the objective needs to be broadened More 
emphaSIS IS needed on agncultural marketing, and Input markets need reliable sources of seed and 
fertilizer Recommendations Include 

• Inrtlate a process to establish a national seed pohcy to restructure and reform the seed subsector 
This restructunng should Include (1) strengthening relations and work plans among INRAN, seed 
multiplication centers and extension services, (2) re-establlshlng national and regional committees 
(representing grouppements, small farmers, cooperatives at arrondissement and Village levels) to 
Include an even number of pubhc and pnvate sector representatives, and (3) progressively 
WithdraWing from production of M2 and M3 seeds while providing incentives to InVite cooperatives 
and pnvate companies to fill the seed production VOid 

• Management actions reqUired to Improve seed production and other Inputs Include (1) 
decentraliZing current seed research and multiplication systems, (2) cutting costs at multiplication 
centers and INRAN by contracting With small farmers for the multiplication of M2 and M3 seeds, (3) 
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Initiating quality control systems, seed production and certification, (4) maintaining national seed 
security stock while encouraging the creation of privately managed seed security stocks, (5) 
establishing an ad hoc agribusiness adVISOry group to discuss constraints In Input and output 
markets that Impact both 802 and S03, (6) establishing a committee representing 802 and S03 
Interests to collaborate with donors to develop a common framework for development of the fertilizer 
and other Input markets, and (7) promoting cooperation between USAIO/Nlamey and IFOC/Afrlca 
INRAN, and ICRISAT to explore the phosphate rock In Akker, Tahoua, whIch IFOC and INRAN 
have investigated since 1982 

• Management actions required to Improve output markets Include (1) providing technical expertise 
and other resources to Improve storage and conservation practices for cowpeas, onions and maize, 
and (2) developing bUSiness plans to promote cowpeas, souchet, produce (tomatoes, sweet 
peppers and other garden vegetables), and onions as a means to expand cash crop opportunities 

• An institutional contractor should be enlisted to procure and manage the expertise and services 
needed to strengthen Input and output markets as specified In the foregOing recommendations 

ConclUSions and recommendations related to small and micro-enterprise development begin With a 
summarization of the contribution of the overall Informal sector to economic growth Estimates suggest 
that the Informal sector generates 74 to 200 percent of measured GDP These MSE and SME 
enterprises account for Informal GOP created In manufactUring, commerce, and services A detailed 
analYSIS of one manufactUring subsector, peanut 011 processIng, indicates that thiS subsector 
contributed 182 million F CFA In value added In 1994 ThiS contribution IS 92 percent of the measured 
GDP recorded In 1994 for all agro-processlng In the formal sector GOP contributions for butcheries, 
textiles, carpentry and restaurants, combined WIth peanut 011 production, generated 21 7 billion F CFA 
In 1994 ThiS equals 49 percent of the 44 billion F CFA which IS the measured contributIon of the rural 
sector to GDP In 1993 (Section A, Table 1) 

According to 1988 census figures, women owned 29 percent of the 130,000 micro-enterprises 
surveyed Moreover women own Virtually all of the mIcro-enterprises In some subsectors, Including 
peanut 011, shea butter production, onion and tomato drying, daIry product processing, cotton-spinning, 
raw mat weaving and beverage processing They also run most of the restaurants In Niger and are 
actIve In artlsanal, pottery and furniture productIon 

Credit IS a major constraint for MSEs They compensate for a lack of working capital by delaYing 
payments to suppliers or getting advances from customers, but these strategies Impose hidden costs 
SMEs are forced to merge their Input acqUisition and output marketing deCISions to meet their finanCial 
needs ThiS practice usually reduces their overall profitability 

MSEs need short-term working capital and credit for one-to-three years In order to purchase equipment 
Mechanisms to analyze MSE rrsks and deliver credit, however, are Virtually nonexistent For example, 
dunng the field work for thiS report, peanut 011 producers In Maradl knew of only one woman who had 
received credit through an NGO program Medium-term finanCing for M8Es IS Virtually nonexistent With 
only one donor, ILO/EOF PROFORMAR, currently making loans on a multi-year baSIS to MSEs MSEs 
also need greater access to Improved technology, technical training, and managementlbuslness 
training EXisting SMEs also need fairer treatment from donors who frequently, and perhaps 
Inadvertently, SUbSidize the attempted creation of new SMEs that Will unfairly compete With eXisting 
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businesses To remedy this unfair competition, NGOs should sell rather than give capital training and 
other forms of assistance to MSEs 

SME constraints, which are different from MSE constraints partly because SMEs are bigger and 
consequently more vIsible to government authorities, Include limited access to credit and lack of 
management skills Of at least equal Importance are the oppressive conditions Imposed upon them by 
public-sector regulators Particularly onerous regulatrons Include government restrictions on their ability 
to hire and fire workers, schedule overtime, and Import and export These restrictive public sector 
regulations not only limit the efficiency of MSEs They also discourage SMEs from emploYing more than 
a few workers or growing In other respects that Will make them VISible targets for government 
regulators 

MSEs have the potential to make a Significant contribution to economic growth In Niger since they 
already dominate manufactUring and service activities USAID can best promote MSE growth by 
providing continued assistance In developing sustainable institutions to deliver finanCial services to 
MSEs USAID should strive to develop a workable model of a self-financing financial Institution which 
can attract rural savings and reCirculate these savings as both short- and medium-term MSE credit 
USAID IS also In a uniquely strong POSition to Improve the SME poliCY environment through use of NPA 
conditionality The three Issues that have the highest PriOrity for NPA conditionality are 

• Reform of hiring firing, and overtime regulations In the labor market 

• The administrative and tax burdens Imposed on Importers and exporters through the' GUichet 
Unique" 

• Elimination of bUSiness licenses currently reqUired for foreign-owned firms 

USAID s efforts to Improve the policy environment proVide direct relief to SMEs now Such efforts Will 
also help MSEs however by redUCing public-sector barriers to their eventual growth Into SMEs 

USAID could also help SMEs by Improving donor coordination and training Donor assistance should 
be coordinated so that their subSidized efforts to create economic activity do not displace successful 
SMEs Finally, USAID could develop management training modules and encourage local private-sector 
groups to deliver the modules on a fee-for-tralnlng baSIS 

Recommendations related to agricultural and rural enterprise credit are based on USAID's relative 
success as compared With other donors In ItS three geneTically different finanCial service projects All 
three of these projects are In the semi-formal sector, which IS defined as all legally recognized finanCial 
mstltutlons that are not legally regulated by banks The first, WOCCU prOVides rural and MSE finanCial 
services through credit unions Established In 1989, thiS project has grown at more than 100 percent 
per year since 1990 It IS surpassing ItS proJect-defined goals concerning number of credit unions 
organized, number of credit union members, total assets, and member depOSits Lessons learned from 
thiS project and recommendations related to S02 Include 

• Strong depOSitor demand for a safe, acceSSible savings account In June 1995, depOSits of credit 
union members In the credit union system totaled 157 million F CFA, and outstanding loans to 
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members totaled 73 million F CFA This IS particularly noteworthy growth because savers have lost 
282 billion F CFA In depOSits from four failed banks since the end of 1992 The need for depOSit 
safety plus the rapidly growing number of credit Unions, which totaled 50 In June 1995, suggests 
that USAID should continue to pursue the goals of training, sound operating practices, 
establishment of a central financial clearing faCIlity for credit Unions, and an Improved legal and 
regulatory framework for credit unions In Niger 

• WOCCU's policy of paying zero percent Interest on depOSits also testifies to the ability of a reliable 
finanCial Institution to mobilize savings Yet a POSitive Interest rate on savings Will help Insure the 
continued growth of credit union assets Positive Interest rates on savings deposrts Will also hasten 
the ability of the credit union system to support a central financial clearing faCIlity Such a faCIlity 
should be established as qUickly as possible to safeguard savers' depOSits, and, consequently help 
Improve confidence In the credit union system and the system's abllrty to mobilize savings 

• Credit unions can Improve their assistance to borrowers by helping members develop bUSiness 
plans for projects to be financed and more reliably determine a borrowers capacity to repay loans 

The second USAID funded project, CLUSAISICR, acts as a broker between commercial banks In Niger 
and rural cooperative organizations The banks hold as assets loans that they make to cooperative 
groups The cooperative groups, In turn, on-lend their borrowed funds to their individual members 
ThiS system IS particularly appealing to banks for three reasons First, It enables banks to utilize the 
relatively low operating cost structure of CLUSAISICR to make loans Second, It gives banks, which 
have little understanding of the rural sector, the ability to use SICR's expertise In lending for rural 
economic activIties Third the system gives banks loan security through Nlgerlen court recognition of 
cooperative groups' liability for any debts they Incur Court recognition of debt liability IS very unusual In 
Niger and consequently, It IS a very Important way for banks to collateralize loans 

ConclUSions and recommendations related to SICR Include 

• SICR's MIS system mOnitors loans effectively, but It IS Ineffective at tracking SICR's operating costs 
for making and servicing loans 

• Kokara, a collective which has line responsibility for developing and managing SICR's loan portfolio, 
has a continUing conflict With SICR's management Kokara, which has no management expertise, 
conSiders Itself the candidate to take over the project after USAID funding terminates, and It lobbies 
for the self-Interest of ItS loan officers For example, It Wishes to have SICR pay loan officers 
straight salaries Without commissions for satisfactory Joan performance MOVing Incentives further 
away from Joan performance IS likely to damage SICR's profitability The danger of Improper 
Incentives to loan officers IS Illustrated by SICR's recent performance In early 1993 rts loan 
recovery rate at 90 days was 97 3 percent - the best recovery rate of USAID's three rural financial 
services projects Encouraged by these high recovery rates, SICR made four very large loans 
representing 25 percent of ItS portfolio All four loans defaulted, drOPPing SICR's overall recovery 
rate to 87 9 percent In 1994 

• Historical frustration With bank unWillingness to lend to cooperatives has left SICR management With 
a view that banks are to be shunned whenever pOSSible Yet three of the four commercial banks In 
Niger suggest that they need an Intermediary Institution such as SICR If they are to lend to rural and 
MSE borrowers 

• Circumstances suggest that the best way to mobilize bank liqUidity for rural lending IS through SICR, 
proVided SICR's line and staff responsibilities are under separate management authOrities 
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USAID's third rural credit project IS CARE/BRK, a finance company established to make rural loans 
CARE/BRK's loan recovery rate IS disastrous - almost half of ItS outstanding debt of 661 2 million F 
CFA IS unrecoverable Its loan onglnatlon and servicing procedures are weak Moreover, both rts 
practices and Niger's legal system prevent effective collaterahzatlon of loans Unlike SICR, which IS 
able to provide banks With assets of cooperatives as legally recognized collateral for loans, Virtually all 
other forms of collateral are treated equlvocably by Niger's legal system At present, BRK appears to 
have Virtually every type of Internal weakness, plus the inability to collateralize loans effectively In 
addition, BRK's poor performance was not recognized qUickly due to USAID's Irregularly timed and 
frequently partial audits 

Conclusions related to all three projects Include 

• None of these projects, nor those of any other donor, are sustainable because theIr lending rates do 
not cover both their operating costs and the cost of capital 

• All eVidence In Niger suggests that demand for loans would remain strong at lending rates that 
would Insure the sustainability of USAID's projects 

• EVIdence In Niger suggests that women borrowers are dented access to credit whenever credit IS 
rationed rather than offered at market rates of Interest A growing body of eVidence In Niger and 
elsewhere suggests that women's' economic actiVities are profitable, that they are able to pay the 
full cost of obtamlng financial services, and that they are more likely to have access to credit when It 
IS prOVided at full cost rather than at subSidized rates 

• The demand for loans IS concentrated In commerce, I e wholesale and retail trade, rather than In 
agnculture, manufactunng and other commodity-transforming actiVities Loans and loan repayment 
should not be tied to the purchase of certain products such as water pumps, carts, or NRMS 
projects and loan pay-backs should not Include an extra-large payment that constitutes forced 
savmgs 

• Government Institutions create a hostile regulatory environment for enterprises which would 
otherwise be more-frequent borrowers Particularly notable offenders Include the MInistry of Labor 
whIch makes It Virtually Impossible for enterprises to recruit and dismiSS workers based on 
competence and other performance crltena 

• SubSidized credit prOVided by various donor projects prevents all financial-sector projects from 
raising loan costs high enough to Insure sustainability 

• Donors as a group need to establish operational prinCiples for project sustalnabillty, annual financial 
audits as a dIagnostIc tool, standards for guaranteed funds, and efforts to Improve the financial 
sector's ability to collateralize loans and to mOnitor and reduce adverse pubhc sector regulations on 
rural enterprises 

Formal sector liqUidity, which IS estimated to be $66 mllhon, IS recommended to be mobilized through 
semi-formal financial institutions Currently the formal sector IS comprised of four banks, one of which 
focuses exclUSively on credit for commercial transactions between Niger and Libya Up to October 
1993, the three commercial banks Invested principally In BCEAO bonds At that time, the BCEAO 
hmlted the amount of funds member banks could Invest In these bonds In order to encourage 
commercial banks to lend funds for private sector actiVities These banks now must choose between 
down-SIzing and domestIc fending The commercial banks, however, recognize their lack of 
understandIng of rural enterprise actiVity and are Willing to conSider hiring organtzatlons such as SICR 
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to originate and manage loan portfolios In rural areas Hence, rural sector access to formal-sector 
liqUidity IS likely to be best achieved uSing semi-formal sector Intermediaries 

One recommendation IS for USAID to supply one or more of the commercial banks wrth a lending 
specialist who has extensive expenence with MSEs USAID should prOVide some or all of the costs of 
employing equipping and training thiS IndiVidual In order to help the commercial banks establish 
working relationships with financlallntermedlanes that can place loans In rural areas 

The Informal sector does not appear to be subject to Institutional credit management It IS vibrant, 
creative, and sustainable, but rt IS highly dependent upon personal relationships Savings are mobilized 
pnmanly through tontines and moneykeepers, non-mobilized savings are held In cash or Invested In 
livestock, or other rural assets Credit In the Informal sector usually Involves barter rather than cash 
transactions ThiS feature, plus the highly personal manner In which credrt IS allocated In thiS sector 
preclude resource allocation based on expected rates of retum Hence, capital required for 
transformation Industries or production are likely to originate In the formal or semi-formal sectors Thus, 
USAID's efforts to strengthen the semi-formal sector appear most appropnate It IS thiS sector which 
has demonstrated an ability to mobilize savings In the rural sector and to be conSidered by banks In the 
formal sector as pOSSible Intermedlanes for on-lending formal-sector resources Into the rural sector 

Continued both growth and organization of semi-formal finanCial Institutions IS needed to moblhze rural 
savings and formal sector liqUidity for loans to rural enterpnses USAID's work In the financial sector 
has Identified one type of institution that mobilizes savings well, the WOCCU credit union system, and 
another type of Institution that IS particularly effective at rural lending by brokenng the funds of formal 
sector banks that IS SICR What IS now needed IS to merge these successes Into one type of 
organization Without rapid Identification, promotion and growth In whatever type of institutions can 
best achieve these obJectives, rural savers, who save between 6 and 25 percent of their annual 
Incomes Will continue to be forced to Invest pnmanly In livestock for drought protection and to depend 
on local contacts for crop loans Moreover non-farm actiVities that require credit m the form of cash 
rather than through bartered transactions, are not likely to find credit Finally, the formal financial 
Institutions are likely to return a large portion of their assets to depOSitors In an effort to down size 

Annex B summanzes a Simulation model that was developed as an anCillary activity to the work of thiS 
study team The model IS Intended to estimate the production and economic Impact of gradual 
Implementation of a vanety of natural resource management actiVities These activities Include, for 
example, apphcatlon of water harvesting, organic and chemical fertilizer, managed fallow, animal 
traction and field trees 

ThiS model, like other Simulation models, IS a tautology That IS, rt assumes a series of expliCit 
conditions needed to achieve a goal, and then It traces the rate at which these conditions achieve the 
mtended goal Genencally, Simulation models generate suspIcion because they are "black boxes" 
which can only be understood and evaluated through careful study As a consequence, the models are 
not very helpful when seeking consensus on policy Issues They can, however, be very useful 
Instruments for teaching relationships between variables embodied In vanous subsystems As a 
consequence, thiS model IS suggested as a means to develop and Implement mOnltonng and 
evaluation methodologies 

Finally, all of these recommendations apply to the short and intermediate term, that IS, perhaps the 
next ten years Wlthm thiS ten-year time penod, program actiVities related to S01, particularly family 
planning, must reduce population growth Otherwise the gains hkely to be achieved dunng the next 
ten years Will be eroded by the demands of a population that IS not likely to be supportable by 
available resources 
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Preface 

The field work for this study was conducted In Niger durmg the period August 10 through September 
9. 1995 The core team mcluded Dr Allen LeBel (KPMG). Joe Tabor (KPMG), Jerry Brown (USAID) 
Tom Lenaghan (DAI), and Olaf Kula (DAI) They were assisted by local consultants Malna Boukar 
(Mama Boukar Consulting Services) and Dagra Mamadou (?) Dr KJeli Christophersen (IRG) 
worked particularly closely with Joe Tabor (University of Arizona) to prepare a simulation model that 
describes possible scenarios of agricultural production In Niger ThiS Simulation IS contained m 
Annex B of thiS report It was also submitted as a stand-alone report by the International Resources 
Group, Ltd 
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Glossary of Terms 

AFVP 
APOR 
ASDG 
(SDSA) 
CLUSA 
DANIDA 
DPM 
FAC 
FAO 
FCFA 
FED 
FIDA 
GIS 
GON 
GPS 
GTZ 
ICRISAT 
IFAD 
IFPRI 
IIMI 

IUCN 
MH/E 
NGO 
NRM 
ONAHA 
OPVN 
ORSTOM 

PNGRN 
PNUD 
SDSA 
SIM 
SNV 
SOMEA 
UICN 
UNDP 
USAID 

Association Francais des Volunteers de Progres, Niamey 
Action pour la Promotions des Organisations Rurales 
Agricultural Sector Development Grant (USAID/Nlger) 

Cooperative League of the USA 
Cooperative DanOise 
Disaster Preparedness and Mitigation ProJect, USAID 
Food and Agriculture Organization of the United Nations 

Franc Communaute Flnanclere Afncame 

International Fund for Agncultural Development (IFAD) 
geographic information system 
Government of the Republic of Niger 
Global Posltlonmg System 
German Devellopment Agency 
International Crop Research Institute for the Semi-And TropIcs 
International Fund for Agricultural Development, Rome (FIDA) 
International Food Policy Research Institute 
International Irrigation Management Institute (Instltut International de 
Management de l'lrngatlon) 
The World Conservation Union (UICN) 
Mlnlstere de I'Hydraullque et de l'Envlronnement 
Non-governmental organization 
(Improved) natural resource management 
Office National des Amenagements Hydro-agncoles 
Offices des Prodults Vlvners du Niger 
L'lnstltut Frangals de Recherche SClentlfique pour Ie Developpement en 
Cooperation 
Programme National de Gestlon des Ressources Naturalles (World Bank) 
(UNDP) 
(ASDG) 
Systeme d'information sur les Marches, OPVN 

Socleta per la matematlca e I'economla applicate, Rome 
Union mondlale pour la nature (lUCN) 
United Nations Development Program (PNUD) 
United States Agency for International Development 
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I. Introduction 

The members of the team were 

Allen LeBel 
Team Leader, KPMG 

Joe Tabor 
Production Agriculture Specialist, KPMG 
Merle Galloway 
Project Fmanclal Sector Research 
Assistant 
Jerry Brown 
Agribusiness Advisor, USAID/Afnca 
Bureau 
Tom Lenaghan 
Micro-enterprise specialist, DAI 
KJell Christophersen 
IRG 
Olaf E Kula 
SpeCialist In Small and Medium sized 
Enterpnse Development 
Mama Boukar Moussa 
Dagra Mamadou 

II. Methodology 

PhD Economist Director of Research for 
Washington Investment Corporation and 
International Futures Corporation 
Associate Researcher, Office of Arid 
Lands Studies, Unrverslty of Arizona 
Undergraduate m Accounting at FlOrida 

A&M Intern at the Unrted States Agency 
for International Development, Niger 
Office of Sustamable Development and 
AgribUSiness Unrt 

Senror Manager, Ph 0 Economist 

Consultant 

Economic Consultant, Niamey, Niger 
Legal Consultant, DemocratIzation 

The study mvolved a lIterature review and briefings m Washmgton, D C and field work m NIger 
durmg the period August 1 O-September 9, 1995 The field work reqUIred extensive mtervlews , 
compilation of primary data collected m country from GON and NGO organrzatlons Use of tOPIC 
gUides for small surveys and other methodological technrques used by selected team members are 
referenced In relevant sections of the report 

III. Findings 

A. Macroeconomic Issues of Rural Growth 

LES RESUL TATS MACRO-ECONOMIQUES DE LA 
CROISSANCE DU SECTEUR RURAL AU NIGER 

1 POlds du secteur rural dans la production et dans I'empol 
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Au Niger, I'agrlculture constltue la plus Importante actlvlte economlque par Ie pOlds 

qu'elle represente dans sa contribution a la creatIOn de la rlchesse natlonale et dans I'emplol En 

effet au plan de son apport au PIS l'lmportance relative de la production du secteur rural, malgre une 

certaJne modification Intervenue au cours des dlfferentes perlodes du developpement economlque du 

pays, est demeuree slgmficatlve C'est alnsl qu'elJe est pas see de 85% du PIS dans la perlode 1962-

1967, perlode de forte croissance arachldlere, a 73% dans la perlode 1968-1974 correspondant a la 

secheresse, pUIS a 52% dans la perlode 1975-1983 dlt de "boom de I'uramum" 

En 1993 la production du secteur rural represente 44% du PIS En plus aut~ur de ce 

secteur gravltent une multitude d'actlvltes de services et de production grace auxquelJes Vlt une 

grande partie de la population rurale, notamment la frange la plus pauvre 

Selon les resultats de I'enquete natlonale sur Ie secteur Informel et la petite entreprlse 
reallsee en JUJn 1987 et Mars 1988, les actlvltes JnformelJes sont exercees en milieu rural par environ 
50% des chefs de menages occupes hors agriculture (cf tableaux N°1 et 2) 

Tableau N°1 sur I'evolutlon de la contribution de la production rurale sur Ie 

a 1993 (en millions de francs CFA) 

1987 1988 1989 1990 1991 1992 1993 

PIS (au priX 532 546 546 554 558 557 554 
courant) 966 016 697 807 264 668 872 

Productl Montant 207 220 214 232 241 244 244 
on 844 440 042 217 638 325 242 

Rurale en % 39,0 40,4 39,2 42,0 43,3 43,8 44,0 

Agriculture en % 22,6 25,0 22,8 24,6 26,1 26,2 25,7 

Elevage en % 12,4 11,4 12,0 12,9 12,7 13,1 13,7 

Peche et foret en 4,0 4,0 4,4 4,5 4,5 4,5 4,6 
% 

Source les comptes economlques de la Nations Comptes provisoires 1992 

1993 Mal 1994 et 1995 

Tableau N°2 sur I'evolutlon de I'emplol au Niger 
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1985 1988 1990 1992 1995 (h) 1995 (b) 

Population (M hab) 6,5 7,2 7,9 8,4 8,9 8,9 

Population actlve* (M 2,9 3,2 3,5 3,8 4,2 4,2 
hab) 

Salaries publics (tous) 35400 39100 41 300 42100 42000 41 000 

Salaries para-publlc** 14500 15000 13000 12500 8000 9500 

Salaries prlve 14000 18000 15000 11 500 25000 20000 
moderne** 

45000 53500 58800 63700 39000 68000 
Ch6meurs*** 

Actlf mformel urbam 324390 356539 395792 433 128 523012 418409 

actJfs Informel rural 2505 2747 3025 3282 3528 3629 
209 580 907 355 098 400 

* Ie taux d'actlvlte est aug mente de 40% par rapport au RGP, pour compenser Ie 
taux d'actlvlte trop bas des femmes 

** II s'aglt d'estlmatlons qUi cOrrigent vers Ie haut les donnees des declarations des 
employeurs (Direction Emplol) et vers Ie bas les declarations des travailleurs (RGP) 

*** estimations a partir des donnees du RGP de 1988, comprenant les personnes en 
cherche du premier emplOl et les ch6meurs enreglstres 

Sources Direction de la Statlstlque, Direction de l'Emplol, Mmlstere des Finances 

Comme II ressort du tableau N°2, Ie secteur rural constltue Ie plus Important gisement 

d'emplOl ( en moyenne les actlfs ruraux representent plus de 85% de la population active) 

Au Plan de la secunte ailmentalre, Ie secteur rural reste Ie pnnclpal fourmsseur en 

partlculler pour les prodUits cereahers En 1992 I'apport de la production du secteur rural dans 

I'approvisionnement du pays en cereales a represente plus de 95% En outre, apres Ie secteur de 

I'uramum, ce sont les actlvltes agro-pastorales qUi constituent les prmclpales sources d'exportatlon 
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du pays En 1993 celles-ci ont represente 23% de la valeur totale des exportations (cf tableau N°3 et 

N°4) 

Tableau N°3 Pnnclpaux prodUits d'exportatlon et evolution de 1987 a 1993 (en tonne) 

1987 1988 1989 1990 1991 1992 1993 

Exportations totales 31 757 61881 86224 147567 152004 141 707 114236 

Uranium quantlte 2908 6587 6553 7034 2963 2963 2969 

en% 91 106 76 48 19 21 26 

ProductIon quantlte 21 157 45973 68132 128746 135125 114629 93913 

rurale en% 666 743 790 872 889 809 822 

Prodults d elevage quantlte 1808 16371 15644 33956 76618 59391 57632 

et de la peche en% 57 26 181 230 504 419 504 

Prodults de quantlte 19349 29602 52488 94790 58507 55238 36281 

I agrrculture en % 609 71 7 609 642 385 390 318 

Sources Commerce exteneur Resultats defimtlfs 1987-1989-1990-1991- 1992 et 
1993 

Direction de la Statlstlque et des Comptes Natlonaux 
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Tableau N°4 sur les pnnclpaux prodUits d'exportatlons et evolution de 1987 a 1993 (en 

valeur millions de F CFA) 

1987 1988 1989 1990 1991 1992 1993 

Exportations totales 93863 85941 77710 76939 78348 71742 62535 

Uranium montant 85343 74928 65324 63706 56251 50328 45865 

en% 910 872 840 828 718 701 733 

Production montant 3961 5784 71 57 71 18 17460 14832 15203 

rurale en% 42 67 92 92 222 207 227 

Prodults d elevage montant 649 3770 3466 3265 15081 12746 12460 

et de la peche en % 07 44 44 42 192 178 199 

ProdUits de montant 3312 2014 3691 3853 2378 2086 1743 

I agriculture en % 35 23 48 50 30 29 28 

Sources Commerce exteneur resultats definltlfs 1987-1988-1989-1990-
1992 et 1993 

1991-

II faut souhgner d'autre part que Ie potentlel en terme d'accrolssement et de 

diversification des productions, notamment en matiere d'exportatlon reste considerable dans Ie 

secteur En effet, des nombreuses etudes, et en partlcuher la recente etude de la Banque Mondlale 

Intltulee Niger Agncultural Growth Strategy study de Decembre 1994, ont montre que les 

pnnclpales cultures d'exportatlon comme Ie nlebe et I'olgnon ont connu une croissance significative 

de leur production respective depUis ces dernleres annees La production du mebe a cru de 115 000 

tonnes en 1985 a 400 000 tonnes en 1992 Celie des olgnons est passee de 44 000 tonnes a plus 

de 170 000 tonnes dans la meme penode 

Au plan de la production ammale, Ie potentlel demeure tres largement sous explOlte 

encore L'explOltatlon de la vlande et des cUirs et peaux constituent des opportumtes certaines qUI 

demandent a etre valonsees En plus Ie secteur rural recele des nombreuses autres POSslblhtes qUI 

pourralent renforcer Ie potentlel de diversification des exportations du pays II s'aglt, en partlcuher, de 

la culture de souchet, du henne (actuellement exporte vers l'Algene et la Llbye), de la gomme 

arablque, des prodUits maraichers, de I'all et Ie pOlvron tres Implante dans I'extreme Est du pays 
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2 Les marches des prodults agrlcoles 

Les dlfferentes reformes engagees depUis Ie mlheu des annees 1980, notamment la 

hberahsatlon des priX des prodUits agncoles, la suppression des monopoles et I'ehmmatlon 

progressive des subventions dans Ie secteur rural, ont faclhte les actlvltes du secteur pnve dans Ie 

commerce des prodUits agncoles 

Amsl, ces reformes ont contrlbue au developpement d'une certame concurrence sur les 

marches cereallers avec I'appantlon des nouveaux commerc;ants 

Mals de manlere generale, ce commerce pnve ne concerne que les gros centres 

L'approvisionnement des zones enclavees du pays dependent encore des mtlatlves vlllageOises 

(boutiques vlllageOises, achats communautalres etc ) et des Interventions des petits detaillants 

Jouant un role appreciable mals qUi demeurent peu develop pes 

2 1 Le marche mteneur 

Le marche mterleur des prodUits agncoles concerne pnnclpalement I'achat et la vente 

du mil, du sorgho, du nz et du mals Ces prodUits achetes aupres des producteurs en zone rurale ou 

Importes pnnclpalement du Nigena, sont vendus dans les centres urbams 

Les perspectives de crOissance de ce marche sont hmltees, non seulement par la taille 

du marche mals surtout aussl par la degradation des pouvolrs d'achats due a la devaluation (alors 

que les pnx ont connu des fortes augmentations, les revenus ont, en terme reel, balsse) 

22 Les marches reglonaux (frontahers) 

La plupart des reseaux commerclaux des prodUits agro-pastoraux evoluent dans un 

espace transnational mtegrant, pnnclpalement Ie Nord Nigena ahmente par les clnq grandes places 

du commerce frontaher avec ce pays qUi sont Dlffa, Gaya, Konnl, Maradl et lmder, pUIS vlennent 

les pays sUlvants Ie Benin, Ie Ghana, Ie Tchad, la Mall, Ie Burkma, la Cote d'lvOire et l'Algene Ces 

marches reglonaux absorbent envIron 34 000 tonnes de nlebe SOlt mOlns de 10% de la productIon de 

1992 et 23 000 tonnes d'Oignons SOlt environ 13% de la production de 1992 

II ressort de manlere generale que, tant par Ie volume des transactions que par 

I'hlstolre, Ie Nigeria est Ie pnnclpal partenalre commercial du NIger dans la region La demande de 

son marche est determlnante dans la nature des prodUits exportes par Ie NIger Amsl les 

exportatIons d'arachlde se sont arretees au profit du nlebe et du souchet, prodUits tres demandes au 

Nlgena 
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La part du Nlgena dans I'ensemble du commerce exteneur du Niger se chlffre en 1993 

a 21,74%1 des exportations totales et 13,15% des Importations totales tout Juste apres la France et 

Ie Japon 

Dans Ie domame des prodUits agro-pastoraux, Ie pOlds du marche mgenan est 

determmant pour les exportations du betall et du me be qUi constituent a eux seuls respectlvement 

99,84% en 1992 et 99,93% en 1993 des exportations totales du Niger vers ce pays En plus, c'est 

sur Ie marche mgenan que s'ecoule I'essentlel des pnnclpaux prodUits agro-pastoraux exportes IL 

absorbe plus de 80% du betall sur pled exporte, plus de 90% du nlebe exporte et environ 90% des 

cUlrs et peaux exportes 

Apres Ie Nlgena, plusleurs pays afncams sont concernes par I'exportatlon des prodUits 

agro-pastoraux, notamment pour I'olgnon la Cote d'ivoire (55% des exportations), Ie Ghana (20%), 

Ie Benin (15%) et Ie reste est dlnge vers les marches du Togo et du Nlgena 

2 3 Marches Internatlonaux 

Ces marches ne concernent que I'exportatlon du Hancot vert dont la totahte de la production 
est ecoulee sur Ie marche franc;als 

3 Impact sur Ie secteur rural des perspectives de croissance sectorlelle hees aux 

contextes mgenan et a la zone CFA 

a Les perspectIves du secteur rural 

Comme II a ete analyse plus 10m, les prodUits ruraux comme Ie nlebe, les olgnons et les 

prodUits et sous-prodUits ammaux (vlande, cUirs et peaux) sont tres recherches sur les marches 

afncams, notamment ceux du Nigeria et des pays de la zone franc II est eVident que to ute 

modification mtervenant dans Ie contexte de ces pays, en partlcuher la devaluation du franc CFA et 

I'appreclatlon de la Naira auront des effets tres posltlfs au plan du renforcement de la competltlvlte 

du Niger par rapport aces prodUits ruraux Ce qUi peut se tradUit concretement pour Ie secteur rural 

par un accrolssement de ses ventes donc de son revenu 

b Les perspectIves du secteur urbam 

1 Chrffres de I etude sur I estimation des echanges commerclaux Niger Nlgena Mars 1994 PASPE 
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Depuis la devaluation du franc CFA, I'evolutlon des mdlces de pnx a la consommatlon 

montre une forte augmentation des pnx des prodUits alimentalres qUi representent, dans les centres 

urbalns, plus de 50% des depenses des menages Selon I'enquete sur Ie budget et la 

consommatlon des menages au Niger "phase urbame" 1989-1990, les depenses alimentalres 

representent 50% a Niamey, 64,8% a Tahoua, 52,9% a Tillaben et 58,8% a Zmder Ceci a ete un 

facteur favorable pour Ie revenu des producteurs locaux En effet, I'augmentatlon moms elevee des 

priX des prodUits locaux (Ie mil et Ie sorgho ont vu leur pnx augmenter respectlvement de 10 et 30% 

a ce Jour) par rapport aux cereales Importes (Ie nz et Ie mals Importes ont connu respectlvement une 

hausse de 40% et de 70%), a amellore la competltlvlte des prodUits locaux Ce qUi va entraTner une 

demande plus accrue des cereales locales 

Mals ce constat dOlt etre relatlvlse car les producteurs locaux de ces cereales dont 

I'essentlel de leur revenu provlent de la vente de ces prodUits verront, en meme temps, leur pouvolr 

d'achat dlmlnuer du fait de I'evolutlon des pnx des prodUits Importes qUi a cependant ete beaucoup 

plus Importante 

Dans leur grande maJonte les hausses observees au nlveau de ces prodUits sont 

supeneures a 70% et les pnx d'un grand nombre de prodults de grande consommatlon (petrole, 

savon, piles, etc ) ont pratlquement double (Ie pnx du petrole lampant est passe du simple au 

quadruple) 

c Impact du secteur mdustrIel 

Meme Sl, d'une manlere generale, les relations avec Ie secteur rural et I'mdustne 

restent encore falbles au Niger, II faut souligner que les quelques unites mdustnelles de 

transformation des prodUits agncoles ont connu une SItuation plus favorable avec la devaluatIon 

C'est Ie cas de la socIete de transformatIon du paddy en nz bianchi, Rlz du NIger, qUi a vu ses ventes 

accroitre substantlellement du faIt de la competltlvlte de son prodUit par rapport au nz Importe achete 

en devise C'est aussl Ie cas de SAHELlO, unite mdustnelle de transformation des prodUits frUitlers 

en JUs de frUits, confiture et Slrop 

PUisque toutes ces unites s'approvisionnent aupres des producteurs locaux (Ies 

producteurs du long du f1euve pour Ie nz paddy et ceux de Maradl pour I'approvisionnement en 

frUits), I'amelioratlon du nlveau de leurs ventes et I'augmentatlon des pnx de leurs prodUits respectlfs 

(SAHELIO a augmente ses pnx de 60%) se sont tradUits par des achats plus Importants de matleres 

premieres aupres de ces producteurs 

23 



DRAFT USAID/NIGER Economic Reform and Mlcroenterprlse Program 
Les perspectives favorables qu'offre la devaluation a ce secteur Industnel InCltent un 

accrolssement consecutlf de la production des matleres premieres agncoles utilisees par ces unites 

Industnelles dont une part Importante de leur capaclte de production reste Inutilisee a I'heure actuelle 

(SAHELIO tourne a 20% de sa capaclte) 

d Le secteur du tour/sme 

Malgre la balsse significative de ses actlvltes due a la forte cnse economlque qUi frappe 

Ie Niger depuis 1981 et aux problemes d'Jnsecunte dans Ie Nord du pays, zone par excellence du 

tounsme pour les etrangers, europeens, en partlcuher, Ie secteur recele un potentlel de crOIssance 

considerable (cf tableau N°5) 

Tableau N°5 sur I'evolutlon du nombre de tounstes de 1989 a 1994 

Annees Nombre des tounstes 

1988 - 1989 2997 

1989 - 1990 2791 

1990-1991 2050 

19ge - 1993 250 

1993 - 1994 540 

Source Memolre de fin de cycle de SABA Ahmed Sandy 1994 

En 1991, annee relatlvement favorable, Ie secteur a cree 620 emplols permanents et 

111 salsonnlers Comme on peut Ie constater la relance des actlvltes de ce secteur peut avolr des 

effets posltlfs, notamment en matiere d'emplol dans Ie secteur rural ou se trouvent les pnnclpaux 

sites tounstlques et ou se recrutent les gUides et autres travailleurs salsonnlers En outre, Ie 

developpement des actlvltes tounstlques peut contnbuer a accrortre Ie revenu du secteur Informel en 

partlcuher les artisans producteurs des dlfferents objets d'art tres demandes par les tounstes 

Mals pour que ce potentlel de crOIssance tounstlque so It valonse de manlere optlmale, 

II est necessalre et urgent de trouver une solution definitive au probleme de transport et 

partlcuherement Ie transport aenen dont les tanfs demeurent tres prohlbltlfs au Niger du fait de la 

Situation de monopole de deux pnnclpales compagnles aenennes (Air Afnque et Air France) 

e. Mining 
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Despite roughly 30 years of successful exploration for gold In Niger, and discoveries of Significant veins 
In the western region bordering Burkina Faso In the early 1980's by UN sponsored actIVIties, little 
progress with mining development began until September 1993 Current breakthroughs In mining 
agreements are being spearheaded by a gold discovery In the Llptako area In 1985 ThiS area IS said 
to have attracted 20,000 artlsanal miners who have succeeded In small gold panning operations The 
GON turned thiS deposit over to one of ItS parastatals (ONAREM) for explOitation, but little progress 
was accomplished until ONAREM formed a JOint venture With the Canadian mining company, Etruscan 
Enterprise, Ltd on September 16, 1994 On January 10, 1995 the GON granted thiS JOint venture team 
a permit to explore and subsequently mine a fully speCified area In the Llptako region 

ThiS IS the first concession that the GON has granted to a private sector group The GON has diVided 
Virtually the entire area of the Llptako region Into blocks for which mining concessions may be granted 
Many Internationally prominent mining companies are preparing bids on the concessions By the end 
of October 1995 the GON IS expected to have granted mining concessions to 10 or more of these 
companies All concessions are expected to be to private sector corporations In accordance With the 
GON's apparent policy of Implementing mining development exclUSively through for-profit corporations 

Exploration results to date suggest that the mines Will be open-pit Mineralization IS found In 
concentrations of 0 05 per ton of ore In large-scale depOSits The geology IS well-known due to three 
decades of exploration In Niger mentioned above, With particularly IntenSive work accomplished In the 
1980's by various donors 

Very conservative forecasts suggest the strong likelihood of one medium-sized mine on each of 10 
sites Once developed each mine might eaSily produce, on average, 150,000 ounces of gold per year 
At the current price of gold, approximately $385 per ounce, these 10 mines would have gross sales 
revenues of $577 5 ml annually 

Economic Impacts of the exploration and mining development process (that IS, the pre-production 
phase) of the mines IS likely to last approximately two years for each mine DUring the first year, the 
exploration period, each company IS likely to spend $1 8 mlln exploration Exhibit 2, MIning Sector 
AnalYSIS, Indicates that thiS translates Into rural Income of $235,600 per mine DUring the second year, 
the construction phase of mine development, each company IS likely to spend $2 ml In local markets 
and generate over $1 mlln rural Income 

Once running, each mine Will contribute approximately $37 ml to GOP annually Five mines, each 
prodUCing 150,000 ounces of gold per year, Will add $185 ml per year to GDP ThiS would raise the 
1993 GDP estimate contained In Table 1 from 555 bl F CFA to 647 bl F CFA, an Increase of 16 6 
percent\2 All five mines would add perhaps $0 5 ml to rural Income In 1995, $2 5 ml In 1996, $5 ml In 
1997 and continued growth In subsequent years to a plateau of perhaps $16 ml per year 

Table 4 indicates that uranium, the current major export commodity from Niger, IS estimated to have 
contributed $91 7 ml to GOP In 1993 (45 9 bl F CFA) Hence, the $185 ml expected from five gold 
mines In perhaps five years would be twice uranium's 1993 contribution to foreign exchange 
Moreover, It Will slightly exceed uranium's contribution to GDP of $170 ml (85 343 bl F CFA) In 1987, 
the last of the highly profitable years for the minerai 

f. Industnal and Overall Impacts of Exchange Rate Changes 

2, The 50 percent devaluation of the F CFA that took place on January 12 1994 IS likely to Increase the rate of growth of GDP at least for the next few 
years If GDP without gold production IS five percent higher In 1995 than In 1993 gold s contnbutlon would be 15 8 percent rather than 16 6 percent 
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ExhIbit 2 

MINING SECTOft ANALYSIS 

UPTAKQ~ 

EconOmic Im.,.c of _ Gold Mines. Each ProducIng 150 oocr OUnclS Gold ..... y-

1 Matenels & SupplIES 

a Imported MatenaiS PurcIlased locally 

Impart Duty 

SUblolal 

Trade Mal1<up 

SUbtotal 

b Dtreet Imports 

Impart Duty 

SublOlal 

c 00mesUI: Matenals 

2 TransportabOn 

a Oorneshc 

b Intemanonal 

Subtotal 

3 Labor 

I:lome$tic 

ExPatnate 

LOCSI ExpendItUreS 

Tetal Expendnure 

GOP 

Increase In Rural Income 

1 4. (cIomesIlC labOr + 3. Elcpatna1e IabOr)\ 

a. Construction (Year Z) 

1 Matt!l\81S & SupplIES 

a II1'IPOIted MatenalS Purctla&ed locally 

Import Duty 

Subtolal 

Trade Mal1<up 

Subtotal 

b Direct ImlX>rtS 

ImPOrt Duty 

Subtotal 

c DomestIc Matenals 

.., Transportation 

a DomestiC 

b Intemanonal 

Subtotal 

3 Labar 

DomestIc 

ExPatrmte 
Locat ExpendItuA!S 

Tetal 

GOP 

Increase In Rural Income 

1 4. (dofT1e6tIc labor + 3. Expatnate 11IllOr)\ 

alblmmmo2 W1<4 

Annual 

Investment 

(One Mille) 

158902 

1284 346 

35013 

6062 

125595 

142184 

1752 102 

267n9 

235551 

2000000 

15000000 

1400000 

400000 

1200000 

20000000 

1600000 

1084000 

Annual 

IIM!$l!nen! 

(FM! Mines) 

1336896 

11n753 

8000000 

5320000 

BEST AVAILABLE COpy 

(USING THE KOMA BANGOU CONCESSION AS AN EXAMPLEl1 

C ProcIucbon (Y- 3) One Mine F"M!' Mines 

(150oooozpa) (150 OOOaz pa ) 

Grass ReYenUe $3I6'OZ $57750000 

Clperabng Coot 04 523100000 

()perabng Prcfit 534650000 

Coot per Ounce S1S4 

SG&A- 52000000 

DD&A- 52040000 

TllIIntng $20000 

AsoetW~ 

Interest (Net) 5%r:JS2OmI S1OOO000 

Pre-Tax Income 529590000 

T ...... (40 5%) ,.,., 983950 

EamlngS $17606050 $88030 250 

Pen:ent a! GID6S Relll!nues 030 

EamlngS OIstrt>utIon 

GON (10% ct Shares) $1760605 58 EII3 025 

ONAREM (23% 01 Shares) $4 049392 $20246958 

Company SI1areI1oIders (67% 01 Shares) $11796 054 S58.91!O 268 

11 The t<oma Bangou concesSIO<l was gnanted on 1110195 & publIShed as Dectl!e' 95-OBIPRNlMME on 2I3Jgj 

Its area IS 151 95 km Square and haS _ reserves on a soc km square SIte to easily procluce 150 000 az paC 

'GON Royalties ct 5 5% Gold Sales 

-sales General and AdmlnlSlratNe Expenses 

- DeprecIabon DepIetJon and AmortJZabDn (lI>dudes 20% p a wnte-oII_ IMIaI expIaratJon C06IS) 

GOP (Oper.mng Pro!it 10 'II. ct operabng cost) 

IncteaSe In Rurallnco<ne (1 4 10% r:J operanng cost\2 

Royalty Payments (5 5% ) 

Corlxnte Income Tax (<10 5%) 

Laber Tax (10-15% DomestIC Payroll) 

UnemplOyment Taxes 

Stoci<hoidet" Shares 

GON (10% a! Shares) 

ONAREM (23% ct Shares) 

Total Annual GOO Rew.nues 

Pe<cent r:JGrosa Rew.nues 

S36 960 000 $184 600 000 

53 234000 516170000 

$3176250 S15 681250 

$11963950 559919750 

$71i1l000 $3900000 

SO 

SO 

$1760605 sa EII3 025 

$4049392 $20246958 

SO 

521750 197 SlOa 750963 

038 

2J VI" ITlCO<l1e 19 eslllTlated at 1 ~ bOleS payroll Income from mlTllng It can be from 1 4 Ie> up ttl 1 a bmes 

tradable" mcome In tight or Slack labor marI<I!UI respectJvely Tradable mcome IS earned from cash """'" 

of agt1CUItUTal <IUtpUt or earned Income from non-V\l1age SOUl'OI!I6 See Glenn Ragen; "Theory a! 

Output Income MultIplien. ApplICatIon ttl Maunlana'" UnM!ISItY ct WISCOnSIn Ph D d_ 1986 
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In spite of substantial Investment efforts In the 1970's, Niger's Industrial base remains small Apart from 
uranium mining, other major formal sector Industries are textiles, food processing, chemicals, metal 
works, and paper products These activities are part of the secondary sector WhiCh, with the 
subtraction of mining, accounted for 10 7 percent of GOP In 1993 \3 

Industrial exports other than uranium are minimal As Table 4 above indicates, uranium and rural 
production accounted for 733 and 22 7 percent, respectively, of export earnings In 1993 ThiS leaves 
Just four percent of exports accountable to non-rural activity Customs data Indicates that thiS four 
percent IS comprised mainly of cigarettes, textiles, sandals, used clothing and Insecticides Insecticides 
are normally claSSified as In transit for re-export 

Several factors suggest that naira devaluations have had a significantly negative Impact on Niger's 
industrial growth Data on Niger's foreign trade are very uncertain due to mainly to ItS porous southern 
border with Nigeria Nigerians export livestock and cowpeas In exchange for small manufactured 
goods, gasoline and other consumer goods Illegal trade and unrecorded trade In livestock and 
cowpeas IS estimated at FCFA 29 4 bl ThiS amount IS 28 percent of offiCial exports and 225 percent of 
livestock and cowpea exports 4 

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

Despite a fixed nominal exchange rate Niger's real exchange rate fluctuated Significantly In the 1980's 
For example, It depreciated 15 2 percent In terms of Niger's major European trading partners dUring the 
period 1981-84 Then It appreciated 37 7 percent against the Nigerian naira between 1985-88\5 
Higher priced European goods were non-competitive With domestically produced goods In Niger, and 
consequently domestic production In Niger was not stimulated On the other hand, the devaluation of 
the FCFA against the naira IS estimated to have resulted In a direct loss of FCFA $13 bl per year In 
export revenues, the eqUivalent of 3 5 percent of rural Incomes In 1987 \6 ThiS loss was mainly from 
reduced sales of livestock and cowpeas 

Both empIrical and conceptual reasons suggest a need for Niger to develop trade poliCies to offset 
Nigerian currency devaluations and yet remain Within the UMOA Comparing GOP growth rates of 
FCFA countnes, DevaraJan and de Melo found that from 1960 to 1982 FCFA countries grew faster than 
their non-member trading partners In 1990 they found that the reverse was true In the 1980s On 
average, the real exchange rate In the non-FCFA countnes depreciated by about 30 percent In the 
1980s, and average annual export growth equaled 2 6 percent per year Dunng the same penod, 
UMOA countries experienced almost no change In real exchange rates and annual export growth of 
only 1 5 percent per year 7 

The conceptual argument for use of bilateral trade poliCies to defend against devaluation follows from 
the development of economic trade theory In 1939 Samuelson proved that free trade IS better than no 

3/ IMF Niger Statltlcal Annex February 10 1995 P III 

41 Paul Dorosh Niger EconomiC Fallout from a Uranium Boom In Adjusting to Policy Failure In Afncan Economies ed DaVid E Sahn Comell University 
Press Ithaca NY 1994 P 170 C 
51 Dorosh Niger EconomiC Fallout p 178 
61 Doroch p 178 
71 Dorch p 181 
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trade, and Sckltovsky demonstrated In 1942 that, except In a very unusual case, It IS always to a 
country's advantage to Impose a tariff \8 Economists never proved that free trade IS better than 
controlled trade Consequently, limited trade established on the basIs of carefully specified tariffs may 
have greater economic benefits for a country than free trade Hence, research on possible use of tariffs 
to help counter negative Impacts of trading partner devaluations IS an Important research PriOrity 

A businessman's perspective on free trade was presented at the 1994 annual meeting of ADM 
Corporation In the mid-19th century, 

Bismarck was ruling Germany and was convinced by a well-educated Germany economist 
named De Brook to enact free trade In the farm sector of Alsace-Lorralne, as an experiment 
So the farm sector was made a free-trade zone Within a couple of years, all the nations 
surrounding the area dumped their surplus crops Into Alsace-Lorralne, driving prices well below 
their cost of production as a result, the farm commumty went broke Twenty years ago the 
soy bean farmers In the U S couldn't agree on a program for soy beans because the cost to 
produce them varied so Widely from north to south So they opted for so-called free trade with a 
low loan rate as a safety net It all sounded pretty good Over the last 15 years, however, I 
observed the follOWing Ten million acres of soy beans disappeared from the US, while areas 
In Argentina and Brazil Increased 14 million acres where land was cheaper and subSidized 
credits were available An addItIonal 18 7 mIllion Oilseed acres were planted In Canada and 
Europe again with heavy SubSidies Twenty-two soy bean factories were closed In our country, 
while 50 sprung up In South America and Europe Our share of the world market of the soy 
bean market was cut In half In fact, over 20,000 soy bean farmers left the business, and 50,000 
Jobs were lost at home \. 

Niger did use Import and export tariffs extensively until tariff rates were lowered on a large number of 
Imported Items In May 1987, reportedly as an effort to reduce tax fraud \'0 

4 Policy Requirements for Growth 

a. Financial Sector Requirements for Rural Growth (502) 
PriOrity areas for examination and change of economic policy follow from an overview of thiS study's 
findings In relatIon to strategic objectives two and three, that IS, 802 and S03 The achievement of 
S02 (Increased market access prImarIly through use of Improved, decentralized financIal services) 
needs to be modified In order to strengthen ItS relatIon to S03 (the promotIon of sustained and 
WIdespread adoption of management practices to Improve conservatIon and reproductive use of Niger's 
forests, fields, waters and pastures) 

ThIS study's findIngs suggest that phosphate deposits at Tahoua, NIger should be fully explored and 
explOited to rapidly develop agrIculture ThiS phosphate resource IS particularly Important because lack 
of phosphate IS the most CrItical constraint on plant growth where rainfall IS 250 mm or more a year, and 
that IS the case for much of Niger Widespread use of the fertilizer IS expected to convince farmers that 
agrIcultural Inputs and conservation of land are worthwhile Investments ThiS realization Will create a 
conceptual demand for these Inputs SO related efforts to proVIde rural access to credit Will help create 

8, P A Samuelson The Gains from Intematlonal Trade Canadian Joumal of Economics and Political SCience (1939) and Tlbor de Skrtovsky A 
reconsideration of the Theory of Tanffs Review of EconomiCS and Statistics IX No 2 (1942) The highly unusual case In Sckrtovsky s proof IS where a 
reciprocal demand curve for the country Imposing the tanff IS very close to being perfectly elastiC 
9 'Comments by Michael Andreas Vice Chairman of the Board and Executive Vice PreSident ADM at the 1994 Annual Meeting Quarterly Report pp 6-9 
10, Dorosh p 178 
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Development Strategy for ERMP 

Exhibit 4 

Development Strategy For USAID/Nlger's 
Economic Reform and Mlcroenterpnse Program* 

I Agronomic Conditions In 1995 

Arable land IS 15 ml out of 128 ml hectares 

Hectares 

mIllions 

Area cultivated (IncreasIng exponentially with Yields constant\1) 
Arable land senously eroded 

15 
7 

1 5 

ReSidual arable land 

Imgable land 
Currently Imgated land 

ReSidual Imgable land 

II Proposed Growth Strategy 

ExplOit Gold Reserves at Llptako 
New totally pnvate sector actiVIty 

ExplOit Fertilizer Reserves at Tahoua 
USAID technical assistance for 
Phosphate mIne development & 
TranSition to cash Input farrntng 

Demonstration effect 
To encourage use of 

Devaluation Stimulus to Nlgerl Nlgenan Trade 

Micro & Small Enterpnses 
Produce unrecorded GOP equal to 
50% of GOP In production & services 

RedeSign macroeconomic 
Trade relations 

Develop defenses against 
Non FCFA zone devaluattons 

Agncultural marketing 
Better Storage 
Pnvate Sector Seed Production 
Better market Information 

Rural Credit 
Mobilize S88 ml bank reserves 
With semi formal Intermedlanes 
and USAID bank training 
Credit now available to 2% of rural sector 

65 

027 
007 

02 

Sectoral Impact 

SUS 185mVyr In 2000 
SUS 16 mVyr rural Incomes 

25% Increase In 
Crop Production 

Reduced Crop 
failure In droughts 

Improved seeds 
Water harvesting 

Nitrogen fertilizer (NRMs) 
Improved animal production 

Rural Income Effect 
Stlmulalton ot 

Agro-processlng 
Non Farm enterpnse 

Improve markets for 
Rural traders 

Can Increase Millet & COwpeil Production 
10% & 20% Respectively 

Complements Rural Income Effects 
of Gold Fertilizer and F CFA Devaluation 

FaCIlitates BUSIness ExpanSion 
POSSible from Devalualton 

11 Area cultivated grew at 5 6 percent p a from 1984 94 See Annex F3 

Hectares 

mIllions 

15 
9 

-45 

15 

Impact on 
GOP Growth 

17% Increase\2 
1 4% Increase 

6% Increase\3 

2% Increase\4 

3 5% Increase\5 

1 25% (I e 5% of Crop 
Productlon)\3 

21 Uranium contnbuted 2 6% of GOP In 1993 down from 131% of GOP In 1984 when demand was sltll strong for the minerai 
31 Crops were 25 7% of GOP In 1993 which IS estimated at SUS 1 1 bl 
41 Animal husbandry contnbuted 137% to GOP In 1993 

51 ThiS Increase due to devaluation of the F CFA equals the loss estimated to result from an almost equivalent apprectatlon 
of the F CFAlNalra dunng 198587 

Preliminary results of a BarentslKPMG & DAI sector assessment of Niger's rural sector Draft date IS 10/30195 file IS strtagy4 xis 
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the effective demand for these Inputs, but this effort IS Insufficient for creditors Lenders view farmers 
as high nsk clients because of the vanability of weather, uncertain commodity prices when harvests are 
bountiful, and possibly monopolized commodity pricing Formal sector lenders also lack the expertise 
to do business with rural borrowers 

Any finanCial sector draws ItS strength from both the capability of the entrepreneurs It serves and the 
strength of the markets that these entrepreneurs serve In Niger, these relationships are complicated 
by very senously depleted natural resources, poor agncultural practices and serious droughts that occur 
every ten years on average The finanCial sector IS naturally reluctant to provide credit In this context 
Agricultural Inputs might be destroyed by draught, Insects or disease, or wasted by poor farm 
management Even If weather and other aspects of production perform well, market pnces may 
collapse to such an extent that revenues from good Yields are still too meager to repay the finanCial 
sector Such a scenario Impacts non-farm enterpnses by weakening purchaSing power and, 
consequently, their rural markets Again, this places the finanCial sector at risk 

Hence, the finanCial sector and ItS bUSiness partners, that IS, farm and non-farm rural enterprises, are 
Interdependent They must be strengthened together Moreover, both the finanCial sector and 
enterprises depend on macroeconomic poliCies Changes In Interest rates, for example, Will Impact 
agnculture, natural resource Improvement, non-farm enterprise development, marketing and credit 

S02 must address all the Issues related to creation of effective demand In order for agricultural Inputs 
to be successful Once success beginS, efforts related to S03 can help manage the Introduction of 
other agnculturallnputs and conservation practices In a sequence based on their agronomic 
Importance 

Macroeconomic policy can assist with the achievement of S02 In two ways First, It can help 
encourage the formal banking system to extend more credit to farmers and the rural sector as a whole 
Elimination In October 1993 of the ability of banks to receive high returns by keeping their loanable 
funds In Central Bank (BCEAO) bonds was a first step In thiS process Now formal sector finanCial 
institutions have excess loanable funds earning little or no Interest They are likely to deCide soon to 
downSize or to lend these funds In new markets The rural sector IS an Important applicant for these 
funds, and so macroeconomic poliCies need to be deVised that Will encourage bank lending to meet 
rural credit needs 

Second, macroeconomic policy needs to promote free and open markets for agricultural commodities 
Poor transportation and storage, Inadequate market information, crop loans from Informal sector 
lenders coming due at harvest time, potentially monopolized commodity markets and very volatile 
exchange rates with Nigeria reduce farmer ability to maXimize farmgate prices at harvest 11 S02 can 
help with some of these problems, but macroeconomic policy, Interpreted broadly, IS perhaps the only 
pOSSible way to address pOSSible monopolization of commodity markets and Nigeria's currency 
fluctuations 

Macroeconomic policy can perhaps Improve commodity markets In two ways First, It could help 
Implement any research findings that suggest ways for third parties to bring buyers and groups of 

111 A study of Maradl Zlnder and the five other Important zones where traditional staple crops are grown indicates that millet and sorghum pnces normally 
peak In July decline dunng the harvest months of August through November and begin nSlng In December toward their annual highs In July These pnce 
vanatlons were suffiCient In the 1989/90 and 1990/91 seasons for retail grain traders to make estimated gross margins of between 30 and 80 percent In 
exceptionally bountiful years such as 1986 and 1987 the pnces of both millet and sorghum dropped to a 10 year low of 20 to 25 F CFAlkg In the zones of 
Maradl Zinder and Dosso ThiS pnce decline occurred dunng a penod of active GON pnce support policy which was conducted through OPVN and IS CIted 
as an example of the failure of such poliCies The study POints out further that large grain buyers use 38 collection networks In Maradl and 10 In Zinder The 
managers of the networks set maximum pnces that bUying agents are allowed to pay for grain each year See CharacterIZation of Instability In Niger's 
Cereal Markets pp 38 and 60 
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farmers together for commodity transactions Third party efforts could encourage forward sales 
between Nlgerren farmers and Nlgerran buyers, for example Incentives could be created for third 
parties to do this work, with the stipulation that the third parties act only as brokers They should never 
act as prrnclpals, that IS, they should never be allowed to purchase commodities for their own account 
or to hold commodity Inventory Holding Inventory Involves the form of speculation that Invarrably 
seems to destroy commodity boards 

Third, macroeconomic policy can explore ways to reduce monopolistic constraints on commodity 
markets and negative Impacts of Nigerian devaluations Possible ways Include fleXible Import and 
export tarrffs Such tarrffs would be adjusted by committee based on regular review of real exchange 
rates Once a successful system IS tested, It could be used In all the UMOA countrres to systematize 
their trade relations with countnes outside the FCFA community Any tarrff system should perhaps be 
Implemented only If a third party corporation administers the system and collects the duties ZambIa 
and other Afncan countries use such third partIes 

An export tarrff on commodities IS a particularly Interesting research tOPIC because It could encourage 
more Informal trade between Niger and Nlgerra That IS, the tariff would raise the cross border cost of 
commodities traded through the formal sector At the same time, the porous border With NIgeria would 
permit cross border trade at prices that are not marked up by the cost of the tarrff Tariff regulations 
might also exempt small traders from paying duties The difficulty, of course, IS to aVOid abUSive use of 
exemptions by large traders 

Finally, multIplier Impacts offertlllzer use can be used to encourage the GON to Invest some of ItS 
foreseeable profits from gold mining, a resource depleting actiVity, Into phosphate fertilizer, a resource 
restorrng actiVity POSSible roles In the development of Tahoua would be 

• USAID could fund an initial management study that would Identify exploration, reserve definrtlon and 
other tasks requIred to bring the Tahoua reserves Into production under prrvate sector control The 
study would also develop a time schedule for each task 

• UNDP could finance exploratIon and overview measurement of reserves In suffiCient detail to elICit 
prrvate sector bids for permits to define reserves fully and to mine the reserves Within a speCified 
time period, proVided minimum quantities of reserves are found 

• The GON could set aSide funds for loans to small firms to dlstrrbute fertilizer and prOVide minimal 
extension services to farmers who buy the fertilizer Funds are also needed to study the most 
appropnate way to package the fertilizer for farmer use Farmers complain about wastage durrng 
application Tahoua phosphate IS applied as a powder that frequently appears to be blown off site 
by the Wind 

• USAID could prOVide training to the entrepreneurs who successfully compete to dlstrrbute the 
fertilizer, and to the trainers who teach the small firms extension techniques 

b illustratIve ActIVItIes/Sectoral Adjustments for S02 

(1) Ralnfed Agriculture 

Macroeconomic policy may prOVide a partial solution to Improvements In commodity markets, but farmers 
must be encouraged to diverSify away from the traditional staple crops, millet and sorghum, as fertilizer 
and other management practices Improve productiVity For example, traditional cash crops of cowpeas 
and groundnuts should be analyzed further for potential economic Viability Cowpeas have a 
comparative advantage In zones of moderate rainfall such as Tanout In zones of heaVier rainfall, such 
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as Magana, they suffer extensive Insect and disease damage Niger's cowpea Yields could Increase 
substantially with use of Improved seed and fertilizer as well as careful pest and disease control 
Currently, farmers customarily use last year's harvest as seed and have no other Inputs The domestic 
regional and external market for cowpeas IS discussed In Section III C , Agricultural Marketing 

Peanuts are also Important as a cash crop and as a source of 011 and meal for both human and animal 
consumption Strong demand eXists for peanuts and their derivatives In Nigeria as well as Niger 
Opportunities for small enterprises to agro-process peanuts are discussed In detail In Section III D , 
Small and Mlcroenterprlse Development 

Inadequate sOil fertility IS constraining plant growth where rainfall IS 250 mm or more, as noted above 
Phosphate fertilizer and weeding appear to be the most effective ways to Increase Yields In thiS low 
rainfall environment Exploitable deposits of rock phosphate eXist In Tahoua and In Tape, as noted 
earlier However, the deposit at Tape IS Within the Park W game reserve and, consequently, may not 
be explOitable Phosphate fertilizer production and distribution at Thai might be very promising activities 
for small enterprises 

Currently, farmers complain that much phosphate fertilizer IS wasted dUring Its application It IS 
delivered as a fine powder and IS sometimes blown by the Wind to unintended locations ThiS complaint 
seems solvable through better information and technology, especially since the powder IS very effective 
ergonomically It could perhaps be pelletized or banded With seeds at planting SOIl fertility constraints 
on plants and phosphate fertilizer development and promotion are discussed In detail In Section B , 
Agricultural Production Management Through Drought Cycles 

Hybrid sorghum research conducted at ICRISAT proVides small enterprise opportunities for seed 
multiplication and dlstnbutlon A Similar opportUnity IS likely to occur for millet Within five years The 
enterprises that distribute seeds can also prOVide extension services to Insure that farmers use the 
seeds effectively Private sector production and distribution of seeds IS discussed In Section III C, 
Agricultural Marketing 

Research suggests that water harvesting IS likely to Increase Yields on currently used land and help 
reclaim crusted SOils that are no longer conSidered arable \12 Annex C contains a model that derives 
potential benefits from Widespread use of water harvesting, by Itself and In combination With other 
natural resource management actiVities Farmers In Tarodl, a Village Within 60 km of Niamey, are 
rapidly adopting water-harvesting practices The practices are particularly appealing due to their low 
cost and durability Only labor IS needed, for example, to construct U shaped dams 30 mm high on 
gently sloping fields Yet the dams, once constructed, are serviceable for many years, prOVided that 
they receive periodiC low levels of maintenance 

Strategic ways to promote water-harvesting Incluqe 

• Promotion through private companies that begin to multiply and dlstnbute hybnd seed and 
fertilizer 

• Promotion through the GON extension service 
• Promotion through Peace Corps efforts and NGO actiVities 
• Promulgation over TV and radiO 

Agncultural credit does not appear necessary for water-harvesting since It reqUires only labor Inputs, 
and the Inputs can be delivered dunng labor surplus periods of the year Credit for water-harvesting IS 

12, Joseph A Tabor ImprOVing Crop Yields In the Sahel by Means of Water Harvesting Joumal of And EnVironments (1995) 30 83-106 

30 



DRAFT USAID/NIGER Economic Reform and Mlcroenterprlse Program 
likely to be Justified only If It IS defined as one of a combination of Inputs needed to produce a cash crop 
for which prices are forecasted to be sufficiently high to JUStify the proposed Input package 

(2) Irrigated Agriculture 

Though Yields are decllmng on ralnfed land as farmers avoid use of cash outlays for Inputs, both Yields 
and Input use are Increasing on Irrtgated land \13 ThiS IS partly due to GON and donor subsidies of 
Inputs for Irrtgated agriculture and partly due to reduced crop risk that results from management of 
water supplies These conditions reflect the lower danger of crop loss from drought as compared to 
Irrtgated agricultural land Hence, the financial sector might find Input loans for Irrtgated lands 
profitable, provided strong markets eXist for crop production 

Irrtgated land IS used predominantly to grow rice dUring the dry season Rice remains the only crop that 
IS stili marketed by a GON parastatal ThiS practice both complicates assessments of profitability and 
reduces the Impact of market prices of alternative crops on farmers' planting deCISions 

After the rice IS harvested In May and June, farmers use the drained paddles for mantoc Manioc IS an 
easy-to-store, low-value cash crop that reqUires Virtually no attention after It IS planted Hence, farmers 
can plant It and shift their labor to millet, sorghum and other crops on their ralnfed lands In June 
Mantoc depletes the SOil of nutrients, but It does well on the fertilizer reSiduals In the Irrigated areas 

Onions are the major dry season, Irrigated, high-value, cash crop They are grown predominantly In 
one locality but are conSidered to be extremely successful due to strong demand In Niger and other 
regional countries Potatoes, garlic, lettuce and tomatoes are also grown on Irrtgated land dUring the 
dry season, but their market IS very limited 

The pursuit of finanCially sound projects for Irrigated land should Include analYSIS of ways to 

• Expand the success In onions to other cash crops while differentiating between risk Involved In 
crops that are non-perishable (cotton), perishable Within several weeks (bananas) and more 
perishable (truck farm frUits and vegetables) Urban markets and new markets, such as those likely 
to be created by mining actiVity, Will strengthen the demand for these commodities USAID has 
already completed feaSibility studies for more promising frUits and vegetables Importers In other 
countries should proVide seeds and cold storage to farmers, supervise grading and pay at least half 
of CIF charges for transportation These practices Will reduce misunderstandings between farmers 
and external buyers and Justifiably remove a portion of the marketing risk from farmers 
• Create transformation enterprises such as drying and canning for high-value, perishable cash 

crops for which a strong demand eXists regionally or overseas 
• Expand Irrtgatlon systems Current systems are difficult to manage partly due to the small size 

of farm plots The allocation of 0 2 to 0 3 hectares on the earlier schemes has been raised to 
o 5 hectare per farmer Water management problems perSist, but perhaps they could be 
reduced If indiVidual farmer groups had more control over the water allocation process 
Nevertheless, bankable projects may Include private sector Irrigation schemes of 5 to 10 
hectares 

Other benefits of Irrtgated agriculture Include 

• Regular and substantial use of fertilizer Will strengthen the likelihood of small enterprise success 
With fertilizer production and distribution 

13, Fertilizer use on Imgated land has Increased at -percent per year between 1982 and 1992 Moreover use of hybnd seed has Increased 
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• Likely willingness of farmers to purchase carefully developed seeds will contribute to private 

sector success with seed multiplication and distribution 

(3) Livestock 

Livestock production, but not agriculture, can become more productive In the north and generally In 
areas where rainfall IS less than 400 mm year Recommended Improvements Include 

• OffiCial establishment of rangelands (terrolrs detache) and passageways through agricultural 
lands 

• Establishment of open wells (not boreholes) which self-regulate herd size 
• Improved meat processing and marketing facIlities to permit farmers to market their herds qUickly 

dUring severe draughts 
• Experimentation and adoption of new or recently Introduced technologies such as meat drying 

(4) Institutional Strengthenrng 

(a) Fmanelalinstttutlons 

Both farmers and herders should be given access to modern and safe means to store wealth In the 
formal sector and encouraged to do so Reliable savings systems could have the dual purpose of 
helping farmers and herders recover from droughts more qUickly and mobiliZing savings for lending to 
farm and non-farm rural enterprises 

(b) MedIa InformatIOn 

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

Continued broadcasts of price trends throughout the year could help farmers and cooperatives plan 
crop marketing strategies Price Information IS needed by regional and International markets as well as 
major domestic urban areas 
Some broadcasting IS done now, particularly on crop prices In various markets The Information In 
broadcasts should be expanded to cover weather forecasts, credit and Input availability, credit sources, 
commodity collection and transport systems, and sundry tiPS on farm management Moreover, the 
broadcast must be multilingual No such public Information system currently eXists, but data that may 
be suffiCiently reliable IS regularly collected AGRHYMET receives dally weather data from Niger's 
weather stations and produces a monthly publication that discusses 
• Meteorological forecasts 
• Recent rainfall by meteorological zone 
• Impacts of rain, Insects and disease on crop conditions throughout the nation 
• Water levels In Niger's principal water basins 
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The System of Information on the Cereal Market of Niger (SIM) regularly collects price Information on 
millet, sorghum, maize, rice and cowpeas ThiS price information reflects 

• Pnces per kilo that producers receive at local markets 
• Consumer pnces per kilo at local markets 
• QuasI-wholesale prices per 75-90 kg sack of each commodity at each market 

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

• ReView the quality and comprehensiveness of the data 
• Develop a system to rapidly synthesize the data Into relevant packets for broadcast 
• Secure media time and sponsors such as seed and fertilizer dlstnbutlon companies 
• Secure announcers to broadcast the crop and price mformatlon m the required local languages 

(c) Market DIstortIons 

Numerous examples can be found of non-market Interventions Into private-sector markets that are not 
sustainable and which damage or destroy sustainable enterpnses NGO's are, for example, providing 
grants for cooperatives to develop peanut 011 production that will compete with unsubsldlzed systems 
that are currently dellvenng peanut 011 to thiS market The eXisting system employs many women who 
take peanuts to small merchants for crushing and who then process the 011 and meal cake that results 
from the crushing operation 

Donors are also providing fertilizer to farmers In the Niamey area at no cost other than the price of 
transport ThiS practice could limit the marketability of locally produced fertilizer As noted above, the 
proposed plan IS to encourage small-scale enterprises to explOit the fertilizer depOSits at Tahoua and 
distribute fertilizer to farmers through the private sector 

Numerous studies of the cotton subsector report Significant wastage of seed, fertilizer and water - all of 
which are heavily subsidized \14 Members of the study team report, by contrast, that Onion farmers In 
the Maradl area have difficulty obtaining fertilizer, receive no SubSidies for It, and use It very Judiciously 

Efforts are needed to Insure that GON and donor projects and policies do not damage the development 
of sustainable SMEs Pursuit of dramatic short-term gains through subsidized Input poliCies IS a major 
way In which such damage can occur ThiS situation IS particularly Important to address because 
donors do not have the volume of lendable funds needed for them to be able to transform subsectors 
by themselves Currently, Virtually all financial Institutions that are funded through donor projects are 
not earning suffiCient profit to pay their operational costs Hence, they are proViding credit at 
unsustalnably low rates of Interest 

(d) Taxation of the Informal Sector 

14/ See three summanes of cotton studies prepared as part of yet to be published PASPE research on several commodity subsectors These summanes 
are Laouah Ibrahim and Jacques Vayssle A Study of The Cotton Subsector Apnl 1990 Georges Conde Study of the Costs and Benefits of Insecticides on 
Cotton Production 1990 and French Company for the Development of Textile Fibers 1990 
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The Informal sector IS subject to at least one Indirect tax, a transport tax In addition, farmers are 
subject to weak product markets that significantly redistribute profits away from farmers toward the 
commercial sector 

Annex I lists customs fees and road taxes that a truck must pay as It travels from the boarder town of 
Jlblye Nigeria to Niamey, Niger, a distance of 709 km The analysIs Indicates that these charges 
amount to 20 percent of the total transportation cost of the triP 

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

PoliCIes that could be considered to reduce the disincentives to production that these two conditions 
create Include 

• Eliminate Informal customs fees and road taxes 
• Eliminate tariffs on fertilizer Imports 
• Carefully rationalize the levels of authOrized customs fees and road taxes 
• Strengthen commodity markets at harvest by increasing storage faCIlities available to farmers 

(e) Strengthen Project Appraisal CapabIlity 

USAID should proVide lenders With technical assistance for preparing bUSiness plans Use of the 
finanCial sector to on-lend funds for agricultural and other rural 8ME activIties Implies a need for lenders 
to gUide and evaluate private sector formulation of bUSiness plans Annex H contains an Illustrative 
summary of a bUSiness plan for exportation of Irrigated green beans Entrepreneurs need to develop 
their own plans With contents Similar to those contained In Annex H Unless they develop the plans 
themselves they may not understand the bUSiness 

Financial Institutions, however, should assist With development of bUSiness plans by gUiding their 
development and by performing their usual Critical review of completed plans U8AID technical 
assistance could help lenders understand their role In bUSiness plan development and In loan 
monitoring activities 

(f) Momtorlng and EvaluatIon 

The proposed use of the finanCial sector to appraise the finanCial Viability of rural SMEs and to allocate 
loanable funds to promising 8MEs Implies a requIsite responsibility to mOnitor loans U8AID could 
deSign ItS mOnitoring and evaluation methodologies to use the Information that lenders Will collect 
regularly through their loan mOnitoring actiVities 

Annex B contains a Simulation model that forecasts the Impact on agricultural production of Increased 
use of fertilizer and other natural resource management proposals ThiS model, like all Simulation 
models, IS a tautology It assumes productiVity change through ItS chOice of parameters and then 
deSCribes the assumed change Constraints noted In the presentation that are not taken Into account 
Within the model, but which are expected to be resolved gradually over time, Include (1) land tenure, (2) 
access to credit, (3) phYSical access to chemical fertilizer (phosphates and urea) on a timely baSIS, (4) 
access to markets, and (5) access to extension services 
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Simulation models invariably arouse SUspIcion not only because they assume away major development 
Issues such as credit and access to markets, but because they contain many complex algorithms that 
are not easily understood Without significant study As a result simulation models are viewed as 
SUSPICIOUS "black boxes" That IS, they are considered to express mathematical processing that may 
either (1) not model real world conditions well enough to be useful, or (2) contain Invalid (logically 
Incorrect) mathematical processes 

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

The solution IS to use the models as a teaching or training device They can help mOnitoring and 
evaluation staff to understand subsystems In the real world that correspond to selected components 
Within the models The staff can then convert this learning experience Into speCification of appropriate 
and useful mOnitoring and evaluation frameworks Once this task IS completed, these staff members 
could effectively participate In monitoring and evaluation activity 

Logical problems that appear to eXist In the NRMs model In Annex B Include (1) assumed JOint rather 
than sequential need for various fertilizers, while the Nlgerlen situation calls for phosphate fertilizer 
application before other types of fertilizer are needed, (2) algorithms In Table 4 1 accumulate only half 
of the acreage assumed to be Improved With water harvesting, (3) unspecified Units of chemical 
fertilizer have SIX times the Impact on Yield as water harvesting (Table 3 6), but cost almost 102 times 
as much (Table 4 4, row 10, North, 24384/240), (4) no volatility In output IS expressed on Table 45 to 
reflect climatiC Variation, (5) the senSitiVity analYSIS In Table 4 6 conSiders changes only In prices of 
commodities produced and costs of Inputs and not In changes In technical variables such as the 
timeliness or lack of availability of fertilizer or certain Inputs, and (6) In Table 4 6, a 25 percent change In 
prices In the North reduces the base case of 24,142 a magnitude of 778 times to 3100, or raises It 1 87 
times to 45,184 One would expect roughly the same price Impact In both directions as It IS In the same 
exhibit for the South 

Simulation models are very difficult to construct qUickly, as thiS one was Moreover, they must be fully 
tested, preferably by a third-party, before confidence IS warranted In their estimates 

(9) Conditionalities 

The diSCUSSion of mining In Section 3 a above suggests that gold mining Will add perhaps $0 5 ml to 
rural Income In 1995, $2 5 mlln 1996, $5 ml In 1997 and continued growth In subsequent years to a 
plateau of perhaps $16 ml per year Moreover, the gold mining sector could add 166 percent to GDP 
In three to five years 

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

• Efforts to stimulate production, dlstnbutlon and use of fertilizer 
• Improvement of cash crop Infrastructure such as cold storage and grading rooms at the airport for 

green beans and other high-value exportable commodities 
• PoliCies to stimulate transformation Industries that focus on Irrigated vegetables and meat products 
• AnalYSIS of Infrastructure needs In the Llptako region to accommodate the Increased demand for 

agricultural products likely to result from development of the gold mining concessions Roads and 
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cold storage facIlities similar to those needed at the airport for exports may be needed In the Llptako 
region to supply the growing expatnate and domestic population 

The Immediate or more obvIous basIs for all of the Initiatives proposed above to Improve rural Incomes 
IS technical For example, fertilizer can Increase Yields where rainfall IS 250 mm or more But a 
successful strategy for rural development depends cntlcally on two more subtle conditions 

First, a rural development strategy can only succeed If markets are cleared dunng good years at prices 
sufficiently high to cover Input costs Commodity markets must be strengthened to prevent sharp price 
declines dUring harvest seasons, especially during good seasons when farmers and herders have an 
opportUnity to bUild cash and commodity reserves for the leaner years that will inevitably follow 
Otherwise the financial sector cannot extend loans for Inputs, and agncultural systems will not be 
sustainable 

Second the proposed technical and financial strategies can function effectively only If the land tenure 
system IS Improved Those that use the land must be given an "Identity of Interest" In the land That IS, 
farmers who apply phosphate fertilizer to the land, for example, must have reasonable assurance that 
they will have use of the land for at least a portion of the next several seasons In order to denve the 
continUing benefits of even a one-time Investment In fertilizer 

The pOint of departure for a new land tenure system IS the current effort to create a "Rural Code" 
Development of the Rural Code began with the recent creation of two land tenure commissions that 
operate at the district level Each district IS to have one They are assigned to define land property 
rights as well as ItS use and management Specification and Implementation of the Rural Code could 
eaSily take a decade \15 It may, however, not work due to overlapping mandates of the land tenure 
commissions and the district counCils In addition, the political power structure favors decIsions that 
tend to assist farmers at the expense of herders \16 

A summary of the above diScussion of constraints and proposed activities to Improve rural sector 
performance IS provided In Exhibit 1, which IS contained In Annex A 

c. Niger's Bretton Woods Agreements 

Niger's shortfall of total expenditure and net lending In excess of total revenue had remained at 
roughly ten percent of GOP from 1989 through 1993, the last year for which information IS available 
It's consumer pnce Index has remained relatively stable over this time penod, averaging an annual 
pnce decline of 1 36 percent The country remains In a stand-by arrangement With the IMF The 
plan IS to replace the stand-by arrangement With an enhanced structural adjustment faCIlity (ESAF) 
when the government meets certain preliminary conditions Perhaps the most Important conditions 
Involve government employment and salary Increases 
Even taking Into account the recently Introduced tax measures, the public-sector wage bill IS likely to 
absorb 80 percent of revenue In 1995 The average real wage rate of public-sector employees has 
risen 60 percent from 1984 to 1993 Other fiscal indicators, by comparison, have generally declined 
during this period The current account balance, for example, has declined from break-even In 1984 
to minus five percent In 1993, and tax revenue as a percentage of GOP has declined from about ten 
percent of GOP to about seven and a half percent of GOP, and effective customs duty has remained 
at 15 to 17 percent dUring this same period At the same time, Niger's most Important export, 

15, Staff Appraisal Report Republic of Niger Natural Resource Management Project World Bank June 1994 p 7 
16, C Lund Land Use and Development of the Rural Code In Niger 
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uranium, expenenced steady declines In both export pnce and average cost of production Uranium 
costs of production have declined faster than Niger's export pnce, and the two are expected to be 
equal In 1994 During the penod 1984 to 1993, the broad money supply rose slightly from 100 billion 
F CFA to about 120 billion F CFA 

The continued and dramatic nse In public-sector wages suggests that the public sector IS becoming 
continually more detached from the rest of the Nlgenen economy The continued nse In public-sector 
wages IS a pnnclpal contnbutor to the government's budget deficit The pressure of the budget deficit 
will continue to encourage the government to press the pnvate sector, including MSEs and SMEs, for 
tax revenues Overall, the chromc government deficits suggest that the Informal sector IS best served 
by insulating Itself as much as possIble from formal sector regulation 

The potential Impact of the 50 percent devaluation In the F CFA In late 1993 IS extremely slgmficant 
ThiS devaluation In terms of naIra IS roughly equivalent to the appreciation of the F CFA In terms of 
naira that occurred between 1985 and 1987 Hence, Niger could expenence a POSitive Impact on 
exports roughly equivalent to the negative Impact on trade that It expenenced In the earlier period 
Dorosh and Nssah estimate that the 37 7 percent appreciatIon of the F CFA relative to the naira on 
the parallel market between 1985 and 1988 resulted In a direct loss of F CFA 13 billion per year In 
export revenues\ 17 ThiS equaled 3 5 percent of rural Income In 1987 

d. Potential Impact of Nigerian Economic and Monetary PoliCies 
Nigerian economic and monetary poliCies may have the greatest Impact on Niger through currency 
devaluation or tariff adjustments The last sectIon pOinted out that the devaluatIon of the Naira dUring 
the penod 1985 to 1987 cost Niger F CFA 13 bIllIon per year In export revenues, or roughly 35 
percent of rural Income Niger's recent devaluatIon brings the real exchange rate back to a level that 
IS only slightly higher than the Naira/CFA ratio In 1985 Niger's real exchange vaned considerably In 
the 1980s and could do so again, depending on Nlgenan poliCies which cannot be predicted What IS 
known, however, IS that the loss of 3 5 percent of rural Income due to the devaluation of the naira 
dUring the period 1985-1987 suggests that the recent devaluation of the F CF A gIves the Nlgerlen 
rural sector at least a short-term opportumty to regain thiS 3 5 percent loss 

The chromc volatility of the naira and ItS hlstonc decline In value In relation to the F CFA suggests 
that Nlgenen policy makers should study ways to protect themselves from currency fluctuations 
Tariff poliCIes, as noted above, appear to be the most effective Instrument to provide such protectIon 

B Agricultural Production Management Through Drought Cycles -

1 Overview 

Niger IS a country of constraInts but It IS also a country endowed With slgmficant geological resources 
uramum, gold, 011, ground water, and phosphate Used Wisely, these nonrenewable resources can 
lead to sustainable agncultural productIon by releaSing NIger from constraints that have lead to 
degradatIon of ItS renewable resources 

17 IPaul Dorosh p 178 
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The GON should address the constraints listed In Annex A to achieve sustainable agricultural 
production This section discusses In more detail those constraints related to climate, sOils, and 
biological production systems We also discuss institutional, human resource, and Infrastructural 
constraints We bUild a case for our main recommendation support phosphate fertilization for 
gram crops We also discuss USAID strategies that can support this policy 

This general diScussion can not comprehensively cover Niger's diverse cultures, climate, sOils, and 
vegetation We Simplify Niger to three zones pastoral, agro-pastoral, and agricultural zones 

a Climate and Production 

The word sahel, Arabic for shore, Implies a dynamic environment With each wave of annual rainfall, 
climatic data shows longer cycles of change (e g, every 10-20 years, Todorov, 1985), much like 
changes of the sea level With periodiC tides There are even much more extreme cycles that are on a 
geologiC time scale, eVidence of this IS old sand dunes In Nlgena and giraffe petroglyphs In the 
Sahara desert This climatic variability resonates throughout the annual cycles of biological and 
human systems In Niger 

Rainfall gets the major blame for the vanability of Niger's agncultural production Figure 1 shows 
grain production since 1953 Most eVident are the Wide fluctuations In annual productlon18 and a 
general Increase In production over time Accommodating these Wide fluctuations In production IS a 
major management problem for producers, processors, consumers, and government agencies 
Donors have prOVided Niger With grain to cover shortages (Table 1) but this type of aid distorts grain 
prices, hurts those producers With a surplus, and reduces Incentive to Invest In agriculture 

Temporal and spatial rainfall variability's are high In Niger and each requires different coping 
mechanisms Farmers have adapted to temporal Variability through storage and savings They 
explOit spatial vanability by planting Widely spaced fields (McCorkle et al , 1988, pp 52), thus hedging 
their Investment The government of Niger must also accommodate spatial vanabillty on a regional 
scale For example, 29% of Niger receives 250-600 mm of annual rainfall while only 9% of the 
country receives above 600 mm (World Bank, 1994a) The 600 mm and above rainfall occurs on 
less productive areas of Dosso and Tillabery Departments Table 2 shows temporal rainfall variability 
statistics for major towns In Niger The minimUmS, maXimums, and coeffiCients of Varlatlon 19 are 
more Important than the means for developing management strategies 

18 Production may be more dependent on early rams (more fields planted) that total amount of ram dunng a year Figure 7 of Section 2 shows how millet 
Yields do not vary With rainfall amounts unless SOil fertility IS high 
19 CoeffiCient of vanatlon (CV) IS a measure of relative vanatlon defined as standard deViation diVided by the mean It IS often presented as a percent 
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Figure 1 Aggregated grain production produced In Niger between 1953-1994 (Annex F) 

Table 1 Food Aid for Niger 
Year Food (tons) 
1990 30,258 
1991 65,060 
1992 9,678 
1993 31,198 

Source Systeme d alerte precoce et de gestlon des catastrophes 

Table 2 Rainfall statistics of major towns In Niger for the penod 1931-1990 (Slvakumar et a/ , 1993) 
Station Maxlmu Mea Mlnrmu Coefficient 

m n m of 
(mm) (mm) (mm) vanatlon 

(%) 
Agadez 216 115 40 35 
Flhngue 609 348 135 32 
Tahoua 582 369 206 27 
Tillabery 698 393 197 31 
Zlnder 659 404 220 26 
81rnl 642 477 289 21 
N'Konnr 
Maradl 730 491 283 29 

39 



DRAFT USAID/NIGER Economic Reform and Mlcroenterpnse Program 
Niamey 813 545 319 22 
Dosso 710 549 230 24 
Gaya 1041 797 476 17 

b Management of the SOil Resource Base 

Arable land In Niger IS estimated to be 15 million hectares20 Table 3 attempts to organize many of 
Cited values of estimated land-use areas The Cited values frequent contradict each other for vanous 
reasons -- double counting IS likely (e g, pasture lands can also be arable lands) To make the 
numbers add-up, Desert21 received the remaining hectares and IS likely to be underestimated Table 
4 shows the cultivated area In Niger by blo-cllmatlc zone 

Table 3 Estimated area of land-use classes In Niger 
Arable 

Ralnfed Imgable 

Cultivate Fallow/wood Degrade Manage UnexplOit 
d ed d d ed 

71 m 66 m ha? 1 m ha? 007m 020m 
ha3 6 ha4 ha4 

147m ha 027 m ha4 

15 m ha1 

1276 m ha1 

Shrub 
lands & 

Forests 

Pasture 
lands 

Desert 
wastela 

nd 

61 m 
ha? 

INRAN 1979 ~ World Bank 1994a ~ MAG/EL 1995 • MH/E 1993 0 UTA 1995 C Estimate based on interviews field observations and d Herbes & 
Valentin (In press) 

Table 4 Cultivated area and population dlstnbutlon by blo-cllmatlc zone 1 

Zone Total area Area Population Area Area % 
cultivated cultivated cultivated 

(ha) (%) (%) (ha) (%) (%) 
Saharan 97,300,00 77 7 234,000 5 0 

0 
Sahellan 15,100,00 12 25 1,574,000 31 10 

0 
Sahelo- 14,300,00 11 68 3,226,000 64 23 
Sudanlan 0 

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

20 Cited but not referenced In many reports estimate IS likely to have onglnated from INRAN 1979 (Ouattara 1995) 
21 Desert IS not a useful term In land use Inventones but It IS frequently used Three quarters of Niger IS descnbed as desert which contains pasture lands 
npanan forests shrub lands and arable lands 
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1 World Bank 1994a (cIted from World Bank Agncultural sector strategy paper NIger 1989) 

Farmers are mcreasmg the area cultivated at an exponential rate m an attempt to supply the demand 
for food (Figure 2) Production IS mcreasmg primarily through reduced fallow periods and expansion 
of fields onto grazmg land (especially m the Sahelian zone), not by mcreased Yield per Unit area 
(Figure 3) In some of the more productive areas, such as the southern half of the Maradl and llnder 
Departments, most of the arable land IS continuously cultivated and no longer given ItS traditional 
fallow periods This reliance on extensive, low mvestment agriculture to support a rapidly mcreaslng 
population (3 3% annually) IS becoming clearly unsustamable EVidence of this IS stagnant or 
decreasing gram Yields (Table 5) and escalation of conflict, often tragic, between farmers and 
pastorallsts In addition, erosion has degraded much of the arable land and It now lies abandoned 

Hard crust forms when the sandy surface of Nigerian sOils are eroded This crustmg greatly reduces 
the amount of ramfall absorbed by the sOils (Figure 4), essentially turning the area Into a desert 
Crusted agricultural, pasture, or shrub lands (gangam In larma) become unproductive unless 
someone applies labor-mtenslve water conservation techniques Water harvestmg IS becoming 
popular m some areas Farmers m Torodl, for example, Joyfully describe "killing the gangam with 
deml-Iunes" (water harvestmg structures) 

---- --------- ------

~ Millet 
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& Millet 
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800 r---------------------------------~ 
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Figure 2 Aggregated area cultivated for gram In Niger, 1953-1994 (Annex F) 
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Gram Yields for Niger 
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Figure 3 Aggregated gram Yields m Niger, 1953-1994 (Annex F) 

Table 5 Crop Yields m Niger between 1980 and 1994 1 

Crop Average Compound Coefficient 
Yield Growth of 

(kg/ha) (%) Variation 
(%) 

Millet':: 387 000 16 
Sorghu 
m2 

246 -004 32 

Maize,) 584 002 42 
Rlce4 2097 000 44 
Cowpea 127 -003 32 
S2 

PeanutsL 344 000 31 . v Data source MAG/EL 1993 1994 & 1995 19821994 19821992 missing 1981 data 419801991 1992 data was discarded 

42 



DRAF"L ~~Alp/NIGER Economic Reform and Mlcroenterpnse Program 
----

Effect of 5011 Erosion on Water Infiltration 
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Figure 4 Cumulative infiltration of water Into an eroded, crusty sOIl (karan karan) and a neighboring 
non-eroded sOIl (narawalle) The final Infiltration rates (slope of the curves) are presented In 

parenthesizes Rainfall rates of Intense, short duration SahelJan storms greatly exceed the 
absorptive capacity of crusty salls Most of the water that falls on crusted sallis lost to runoff (Tabor, 
1995) 

Land-use studies and inventories have not estimated the area of these crusty salls comprehensively 
Several professionals have estimated the extent of crusted land at between 10 to 30% of arable land 

D'Herbes and Valentin (In press) measured the amount of crusty salls In a very large area near 
Niamey as part of the HAP LEX-Sahel study Some of their findings are listed In Table 6 They show 
that 34 2% of the study area IS severely degraded Water harvesting for agricultural production can 
be applied to nearly 15 9% of the total area Water harvesting techniques for range and shrub-land 
Improvement can be applJed to 18 3% of the total area ThiS study also shows that all arable land In 
the study area IS being managed for agriculture with 32% of It cultivated, 57% In fallow, and 11 % 
abandoned 

Table 6 Land-use Classes and Percent Composition from the 10,000 km2 HAPLEX-Sahel Site near 
Niamey Niger (d'Herbes and Valentin, In press) 

Land use Class Rainfall Runoff Area Water HalVestmg 
Ratios 

% % Potential 

Shrub land & Pasture Plateau dense vegetation 6 52 
Plateau bare sOil 82 1$.1= Range & forestry 
Plateau sparse vegetation 27 79 
HIli slope Ironpan 81 32 Range & forestry 

Agriculture & Degraded hili slope 87 71 Agriculture range & forestry 
Pasture Old dense shrub fallow 35 1 3 

Old mid dense shrub fallow 29 159 
Old sparse shrub fallow 23 28 
Mid old high grass fallow 27 124 
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Mid old low grass fallow 55 52 Agriculture 
Recent fallow 33 1 1 
HIli slope high denSIty field 32 89 
HIli slope low density field 39 39 
Valley bottom high density 27 60 
field 
Valley bottom low density field 60 :;0- Agriculture 

Wetlands Superficial waters 05 

c Institutional and Infrastructural Constramts 

Many agricultural practices have been developed to Improve Nlgerlen food production and conserve 
the resource base However most of these practices have singularly failed to override social, 
institutional, market, and labor constraints -- many of them related to risk The high level of risk 
requires a high return on Investment Risk haunts nearly every management decIsion of a Nlgerlen 
highly variable rainfall, one of the highest Infant mortality rates In the world, Insecure land tenure and 
usufruct for many, use livestock as one of the more secure Instruments of savings, poorly developed 
markets, and high unemployment Left unsupported, Improvements In one constraint Will be dragged 
back down by the others 

Agricultural research and extension have concentrated on agricultural production technologies that 
reqUire greater level of Inputs than those currently used However, most farmers have made the 
decIsion to maintain low Investment agriculture and expand onto pasture lands or decrease their 
fallow periods If good rains continue farmers Will be enticed to expand further Into the agro-pastoral 
zones as they did north of Zinder dUring the first half of this century when rainfall was good 
(Delehanty, 1985) 

In areas of high population density, however, such as the Mossl Plateau of Burkina Faso where 
agricultural land IS severely limited, farmers Invest to Improve their land for agricultural production 
(/ e , "necessity" may also be "the mother of adoptIon") Such Investment IS also occurring In selected 
Nlgerlen areas In Maradl, for example, Virtually all arable land IS under cultivation and farmers are 
adding chemical fertilizer to ralnfed crops 

Increased competition for resources and resulting conflicts are Increasing along With the population 
When higher authOrities resolve conflicts between farmers and pastorallsts, the decIsions usually 
favor the farmer (Lund, 1993) Development project staff working With Rural Code Issues notice that 
farmers have the political Will to resolve resource tenure conflicts With other farmers (/ e , In regions 
composed of Just farmers) However, they also notice that farmers lack political Will to resolve Similar 
conflicts In agro-pastoral regions where agricultural expansion IS a coping strategy (Moestrup, 1995, 
Wlld,1995) 

Only recently has the government of Niger allowed the development of non-governmental 
orgamzatlons (NGOs) Now the political environment eXists so that free-market, production-based 
cooperatives and enterprises can evolve The lack of organization and pooled resources of 
producers limits their entry Into markets (e g , Importing green beans to Europe dUring the winter) 

Niger has one of the best primary network of paved roads In West Africa However, most farmers 
(and markets) Will experience a growing need for secondary and feeder roads as Input use and cash 

44 



DRAFT USAID/NIGER Economic Reform and Mlcroenterpnse Program 
sales Increase Transportation may soon become a critical constraint to sustamable economic 
growth The government IS attemptmg to curb bribes garnered from truck drivers by police, 
gendarmes, and custom agents However, these abuses are stili slgnrficant costs of production 
which decrease returns on mvestment (see Annex I, and GEMNI, 199?) 

d ActivitIes that Improve Use and ConservatIon of Agricultural Resources 

Increasing agricultural productivity IS Imperative Higher Yields per hectare can reduce labor 
constraints and the environmental degradation caused by extensive agriculture SOil fertility, 
particularly the low levels of phosphate, IS a bigger constraint than ramfall Improving SOIl fertility can 
also reduce the risk of crop failure from drought 

If farmers Invest m fertilizer, they need to protect the sOil from erosion and the loss of applied 
fertilizer By conserving the sOil they Will also conserve water, further redUCing risk of drought, and 
allow even higher Yield mcreases 

Once farmers Increase sOil fertility and production levels, Improved natural resource management 
techniques (e 9 field trees, organrc fertilizers) Will have slgnrficantly more benefit and may become 
more attractive 

If productivity and production Increase, then storage and processing of produce become more 
Important as does marketmg and Instruments of savings 

Irrigation IS also an Important factor for Increasing economic growth which Niger has slgnrficant 
potential for developing The dry season IS a period of unnecessarily low agricultural production 
when unemployment IS at ItS highest but thiS IS beglnnrng to change through Increased use of dry 
season Irrigation ApprOXimately 270,000 ha of Irrlgable land occurs m Niger, 140,000 of It along the 
Niger River and 60,000 m the Maradl and Zinder agricultural zones Farmers Irrigate only 70 000 ha 
(22%) (World Bank, 1994c) The rapid growth of dry season gardenmg IS a direct result of the 1984 
drought Farmers now Irrigate approximately 60,000 ha of dry season gardens Irrigated perimeter 
development has also Increased through government and donor support, from 2000 ha In 1983, to 
10,000 ha m 1993 (MH/E, 1993) Ramy season Irrigation Will be slow to develop until markets for 
high value crops develop and competition for arable land Increases 

(1) USAID 

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

ASDG II has focused on policy reforms that affect natural resource management Inrtlally forestry 
Issues received most of the project's resources but a greater emphaSIS IS now bemg placed on 
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agriculture and range management (Winterbottom, 1995), including the Rural Code through activities 
of the Land Tenure Center 

DPM IS providing support to the GON's Systeme d'Alerte Precoce who IS developing ItS relationship 
with the numerous mlnrstnes and agencies Since DPM Inrtlatlon, Niger has received generally good 
rainfall so the project has not had a chance to test ItS systems 

FEWS, a USAIDlWashlngton based project, provides useful Information to the miSSion and the GON 
Its objectives and timely reporting schedules follow the needs of this Afnca wide project Complete 
integration with other projects In Niger may not be possible 

USAID's support of AGRHYMET helps provide valuable Information for researchers (for example, 
data upon which to develop climate prediction models, and GIS based information upon which to 
design sociological and natural resource management surveys) 

USAID's support of NGOs (e 9 , Care, CLUSA, Afncare, ASDG I/'s and DPM's grants program) 
directly Improves the lives of Nlgerlens It also provides field level monrtorlng of economic growth, 
natural resource management, and changes that are affected by national policy 

(2) Other donor activities 

USAID IS not alone In ItS efforts to Improve the livelIhood of Nlgenens Table 7 lIst donor activities 
related to natural resource management The World Bank's proposed Natural Resources 
Management Project (PNGRN) Will certainly affect agncultural polIcy and economic growth In Niger 
DUring the first phase (5 years) It Will work In 380 communrtles In five districts and affect about 
270,000 people It Will address many of the constraints on agncultural production and economic 
growth DANIDA's support of the first two test Tenure Commissions (CommIssIon Fonclers) has 
raised Important Issues USAID support for additional test commiSSions Will need to be long term, 
over tens of years The election of Commission representatives and development of texts 
d'app/tcatlOn Will be a long complicated process, especially If the elected representatives are not 
dynamiC Establishment of pastorallst territories (terrolr d'attaches) through relatively inexpensive 
and Simple through GPS and GIS technologies Will help conserve pasture lands However, farmer 
participation may be difficult to achieve 

e Approach 

The objective of the poliCies and Interventions deSCribed In thiS section are Intended to reduce nsk 
and conserve phYSical, livestock, capital resources through climatiC cycles, especially dunng drought 
years These poliCies and interventions make the best Impression when mtroduced dunng the 
appropnate extremes of production or climate (timing IS very Important) These extremes can be very 
disruptive but they can proVide a catalyst for change such as the Introduction of foods, market 
creation, change In behaVior Dry season Irrigated vegetable gardening IS the clearest example of 
thiS Before the 1984 drought consumption of vegetables and dry season gardening was very 
limited Only dunng the drought could the government of Niger, donors, NGO, and the population 
focus on developmg dry season gardenrng even thought gardenmg IS benefiCial dUring other years as 
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well It IS more Important to focus on activities that Improve Incomes durrng low production years 
although high production years can be very disruptive to markets and also decrease farmer Incomes 
The government of Niger's VISion of development should balance these proposed reforms to match 
the long term production capability of Niger's biophysical resources, livestock, crops and labor 

2 Management to Increase Production and Reduce Variability 

The major goal of farmers and pastorallsts IS to cope with varrabillty and the associated rrsks of 
producing crops and livestock, especially dunng the low production extremes (Watts, 1988) The 
goal of early warning and famine mitigation IS to know when and how to Intervene before producers 
are forced to sell off their productive assets and certainly before they are forced to migrate to urban 
centers This strategy of early warning and mitigation IS also valid for maintaining economic growth 
dunng less extreme disruptions, although through less invaSive methods 

As descrrbed In other sections, more Investment options (e 9 , fertilizers, pesticides, hired labor) will 
be available to farmers If they have access to timely credit and secure savings Availability of credit 
and savings will help reduce the rrsk of crop losses from climatic stress Reducing transportation and 
communication costs develops markets and reduces price fluctuations caused by localized surpluses 
or deficits Timeliness IS crucial for access to credit and Inputs Reddy et al (1990) developed 
production strategies for the crucial planting penod between the end of May and end of July, but they 
are useless If farmers do not have the timely means to follow them (e 9 , credit, access to fertilizers 
and seeds) 

Table 7 Natural resource management related activities and donor Involvement (SDSA II, 1995) 
ACtiVity Direct Donor Involvement 

Agrrcultural extension World Bank, IFAD(FIDA), Netherlands 
Agrrculture FED 
Agrrculture markets Canada, Norway, Netherlands 
Animal husbandry FAC, FED 
Apiculture France (AFVP) 
Cereal banks Norway, PAM 
Cotton Norway 
Decentralization FED 
Environmental education 
Flsherres 
Forest management 
Forestry 
Fuel-wood conservation 
Integrated pest management 
Irrigation management 

Natural resource management 
Peppers 
Rural Code 
Rural development 
Rural mfrastructure 

Netherlands 
FED,GTZ 
FAO, GTZ, UNDP (PNUD) 
SOS Sahel, Norway 
World Bank, DANIDA 
GTZ 
World Bank (m preparation), FAC, FED, 
BAD 
World Bank (In preparation), SWitzerland 
Canada 
DANIDA 
Italy 
PAM 
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SOil and water conservation IFAD(FIDA), FED, GTZ 
Village territory management FAC, SNV 
Water management SNV, UNDP (PNUD), SWitzerland 
Well management France (AFVP), DANIDA, FED, GTZ, 

Wildlife management 
Women In development 

a Agriculture 

Japan 
FED 
Norway 

Nlgenen farmers, In the country as a whole, use very little fertilizer They use an average of 23,000 
tons of fertilizer annually (van der Linde et al , 1994) or only 3 2 kg/ha on cultivated land Western 
European farmers use around 300 kg/ha on crops and pastures, and American farmers use around 
95 kg/ha on crops Fertilizer use IS not evenly dlstnbuted throughout the country The big 
consumption areas for fertilizer are In the higher rainfall areas of southern Maradl and Zinder 
Departments that are close to Nlgena, Irrigated penmeters, and dry season, Irrigated gardens In 

Dlffa Dosso and Tahoua Departments (van der Linde, et al , 1994) Fertilizer IS preferentially applied 
to high value crops Will low nsk of drought such as Irrigated crops It IS also more likely to be applied 
were costs are lowest such as near the Nlgenan border where Informal trade across the border 
avoids governmental tanffs and transportation costs are low 

Several studies evaluated the profitability of applYing chemical fertilizers but they were conducted 
before the 1994 devaluation of the CFA franc (Eld, 1989, SOMEA, 1992) They are generally 
discouraging and may not be relevant now Thanks to devaluation, the value of additional grarn 
produced from fertilization and the cost of Tahoua rock phosphate compared to Imported fertilizer 
have shifted In favor of Nlgerren farmers FAO determrned a value cost ratio of 2022 IS the economic 
limit above which farmers Will likely adopt a crop management practice and upon which the 
conclUSions of these fertilizer stUdies were based 

The FAO fertilizer tnal data (Eld, 1989) show that Niger should expect a 30% Increase In millet Yields 
(Figure 5) by applYing 100 kg of tnple super phosphate per hectare (20 kg of phosphorus/ha or 241 
kg of Simple superphosphate/ha23

) If annual rarnfaIF4 IS greater than 250 mm (Figure 6) The high 
vanability of the data (19-152% Yield rncrease) shows that there are slgnrficant factors other than 
phosphate fertility levels that also Impact Yield ICRISAT data (Figure 7) also confirms these results 
Phosphate fertilizer has a long reSidual effect, up to 5 years, rn Nlgenen SOils (Batlono et a/ , 1990) 
Because of this long 

22 Profit realIZed by the farmer depends on two ratios the ratio of the value of the additional grain produced to the cost Jof the fertilIZer Inputs necessary to 
achieve this Yield (value cost ratio) and the ratio of the costs of a kilogram of fertilizer to the value of a kilogram of millet (pnce ratIO) (Batlono et al 1992) 
23 Conversions based on Batlono et a/ (1990) and are presented to give a general Idea of amounts needed Phosphate eqUivalency between matenals and 
¥,lElld responsiveness are much more complicated than presented In this report 

4 Annual rainfall IS a crude but convenient method to represent water stress on crops 
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Millet Gram Yield Response to Phosphate 
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Figure 5 Millet grain Yields with phosphate fertilizer compared to the controls from 12 sites over 5 
years In the Maradl and Zlnder Departments (data from Eld, 1989 In Annex F) 
residual effect, subsequent maintenance fertilization will require smaller amounts to achieve similar 
Yields Also phosphate fertilizer IS safe to apply and there IS no risk of 'burning' the crop 

Rainfall had a slightly negative Impact on Yields of the control In Figure 7 This demonstrates that 
fertility, not rainfall, IS the major constraint on Nlgerlen agriculture Low SOil fertility causes a plant 
(crop, forage plant, or tree) to use water IneffiCiently Fertilizer significantly Increases Yields Without 
increasing the plant risk to drought If the proper amounts of nutrients (pnmanly nitrogen, phosphorus, 
and potassium) are applied (Payne, 1995) Increased disease and Insect damage probably cause 
the inSignificant Yield decrease of the control as rainfall Increased Other research shows that low 
phosphate levels are the major fertility constraint to Nlgenen agriculture 

Batlono et a/ (1990) discovered that finely ground rock phosphate from Tahoua gives the same Yield 
response as Nlgenan single superphosphate (companson by Unit weight of matenal) when they were 
applied to an aCid SOil (Chien, 1995) In Niger, most Salls that are used for millet cultivation are 
aCidiC In spite of good Yield response to Tahoua phosphate (Figure 8 and Table 8). ItS use IS 
Insignificant as compared to other phosphate fertilizers (Annex F) Farmers complain that the 
powdered rock IS more difficult to apply than Imported granulated forms of fertilizer and that It IS not 
readily available In their markets The extent of Tahoua rock phosphate reserves has not been 
studied nor has the range In quality of harvested phosphate nodules The Tahoua samples that were 
studied have high content of Iron and aluminum OXides that prevents the usual Increase In availability 
that aCIduiatlon25 offers SOIl surveys by Gavaud, 1965 through 1975, and other SCientists at 
ORSTOM show that In the Tahoua region 

25 Phosphate rock IS treated with aCid usually sulfunc aCid which usually make the phosphorus more available to the plant ThiS Simple process IS a 
potential Nigenen Industry 
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Millet Gram Yield Response from Phosphate Relative 
to Rainfall 
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Figure 6 Grain Yield response of millet from phosphate fertilizer relative to rainfall Data was 
collected from 12 sites over 5 years In the Maradl and Zinder Departments (data from Eld, 1989 In 
Annex F) 
there IS a wide distribution of sOils that are high m phosphate This suggests that further prospecting 
In the area IS needed Also the present price of Tahoua phosphate (25 FCFAlkg) IS set by Centrale 
d'Approvlslonnement and may not reflect what the price would be from a functioning mine The 
phosphate reserves In Park W near Tapoa do not provide as large of a crop response as the Tahoua 
rock unless aCidulated (Batlono et al ,1990) In addition, a soon to be signed mternatlonal program 
for wildlife habitat conservation will discourage explOitation of the Park W phosphate reserves (Price, 
1995) 

Research shows that sustained millet grain Yields of 2-3 tons per hectare are pOSSible through 
Improved management practices More Important practices mclude crop rotations and additions of 
Inputs such as animal manure, urea (nitrogen fertilizer) and potassium (Payne, 1995) However, 
much Improvement will be needed In Infrastructure and mstltutlons before rates of return make such 
Investments profitable26 

As productivity and profitability mcrease, the benefits of Improved natural resource management 
techniques are likely to become apparent and more economical However, many of the Improved 
techniques can Inflame resource tenure and usufruct msecurlty Layers of confllctmg traditional, 

26 These Yields will never be achieved nationally Rate of retum on Investments IS likely to be better for cash crops which would receive the majonty of 
Inputs Nlgenen farmers are traped Into Investrng most of their labor Into sub-subslstance production of grain which limits opportunities for cash crop 
production ThiS In tum Inhibits development of fertilizer and pesticide markets which prevents farmers from Increasing gram Yields Once thiS constraint IS 
broken then Infrastructure markets population Increase cost of labor and land Will determine the Investments reqUired to achieve subsltance grain Yields 
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Islamic, colonial, and post-colonial laws complicate a technically straight forward solution Adoption 
of many of these techniques Will be constrained by progress In developing the Rural Code 
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Figure 7 Grain Yields of millet relative to rainfall with the addition of phosphate, phosphate + 
nitrogen, and no fertilizer treatment over the past 10 years at the ICRISAT Center In Sadore Niger 
(Batlono, 1995) 
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Figure 8 Millet Yields from TahouC? rock phosphate + urea compared to tnple superphosphate + 
urea Tahoua phosphate was applied at a rate of 19 kg of P/ha, tnple superphosphate at a rate of 20 
kg of P/ha, and urea at a rate of 46 kg of nltrogen/ha, (data from Eld, 1989, Annex F) 

Table 8 Compansons of phosphate fertilizers based on the weight of matenal 
Fertilizer %P I Relative Yield Relative 1995 

Response Pnces 
fertlllzerlTRP 1 fertlhzerITRp2 

Tahoua rock phosphate 12 1 1 -./ 1 

(TRP) / -
Single superphosphate 83 1 02 22 
Triple superphosphate 21 1 1 84 3 

< Ballono et a/ 1990 Chien 1995 Centrale d Approvisionnement 

Increasing Yields per hectare can Increase labor use effiCiency and potentially will release time and 
land for cash crop cultivation An Increase In cash crop production would In-turn Increase both 
transactions In commodity markets and demand for of crop production credit and savings 

SOil and water conservation are a prerequIsite to increasing sOil fertility Most nutnents, espeCially 
phosphate, are concentrated near the sOil surface, the sOil strata that IS most vulnerable to erosion 
Numerous types of conservation techniques have been proven effective In Niger -- however many 
techmclans have designed vanous structures such as earthen works that do more harm than good 
Tralmng or retraining of technicians and engineers IS needed before any large scale extension 
program IS started As mentioned above, adoption of these techniques may be limited by progress In 
developing the Rural Code 

The system of seed production set up by the GON IS expensive and not very effective (van der Linde 
et al , 1994) Improvements In hybrid sorghum have created an opportunity for privatizing seed 
multiplication and dlstnbutlon There IS also progress In developing a high Yielding hybnd millet which 
may be ready for marketing by the year 2000 (Siva kumar, 1995) Pnvatlzatlon Will need support of 
the government, espeCially In creating and enforCing laws that assure the quality of seed 

Storage losses of grain by Insects can be substantial and Increase nsk of Inadequate supplies for 
which farmers compensate by sowing more fields Community cereal banks do not have a history of 
success In Niger (Rletsch, 1993) Integrated pest management, Improved markets, and secondary 
road networks Will help farmers Increase food secunty more than cereal banks 

(1) Rarnfed 

Ralnfed agnculture production In Niger IS rather diverse as would be expected of a subSistence 
based system For example, some of the plants and uses Include 

• SubSistence/cash crops such as millet, sorghum, cowpeas, peanuts, bambara ground nut 
(souchet) , maniOC, maize, okra, sesame, hay from cowpeas, peanuts, millet stalks, and 
construction matenal from millet stalks, 
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• Cash crops such as pole wood, frUit trees, and henna, and 
• Natural vegetation and agroforestry plants for medicines, gum arabic, construction matenal, 

dyes, honey, firewood, forage and fodder 

Of Niger's two traditional cash crops, cowpeas and groundnuts, cowpeas appears to be the more 
Immediately profitable alternative Cowpeas markets have developed and Nlgerlen farmers are 
exporting them Van der Linde, et al (1994) reported that, of the 400,000 tons of cowpeas produced, 
34,000 tons were exported Once subsistence levels of cereal production are assured, through 
phosphate fertilization, farmers can allocate more resources to cash crops If the market can absorb 
a Significant Increase In cowpea production, then It Will likely be the faVOrite cash crop Groundnuts 
have more constraints on their production and marketing than cowpeas They reqUire very sandy 
sOils for grain development and harvesting They are also considered a woman's crop unless profits 
are high enough to encourage male participation Niger groundnut have high level of fungal alfa­
tOXinS from poor storage which limits their marketability Internationally Low Income levels of the 
population encourage cheaper palm 011 substitution for peanut 011 

Figure 2 shows the highly variable production of cowpeas since 1953 Insects damage, especially by 
thrips, IS the primary cause Table 9 shows that through Inputs of phosphate, pesticides and 
Improved seed With crop rotation and animal traction cultivation Increased cowpea grain Yields 27 
tlmes2

- that of conventional cultivation I Millet Yield Increases were more modest -- only 13% Increase 
which supports the fertilization results described above 

Table 9 Traditional and Improved management Yields of millet and cowpea With an average annual 
rainfall of 412 mma (KlalJ et al , 1994) 

Crop Continuous Intercropplng Improved management (sole 
crops)b 

Grain Fodder Grain Fodder 
Millet 067 tlha 1 52 tlha 1 51 tlha 270 tlha 

Cowpeas O.0211ha 1 44 tlha 1,08 t/ha 237 tlha 
d Experiment was conducted over a 3 year period In 81ml N Konnl Niger 
b Crop rotation uSing sole crops With Improved varieties animal traction and Inputs of phosphate fertilizer (13 kg P/ha) and a pesticide for cowpeas The 
per hectare Yields of sole crops must be halved to make an annualized per hectare comparison With continuous IntercroPPlng 

While phosphate fertilizer by Itself Will Increase cereal productIOn, a Significant Increase In cowpea 
production Will depend on expansion of Integrated pest management supplies and management 
techniques Greater production of cowpea fodder Will proVide an incentive to further Integrate 
livestock production With crop production as well as assOCiated natural resource management 
practices (e 9 , Improved fallow hay to supplement the high protein cowpea hay) 

Labor saving techniques for subSistence crops can Increase resource availability for production of 
cash crops The peak demands for labor are (1) penods of two days after rainfall events dUring 
planting season for millet and (2) In August and September dUring weeding It Will be dl'fficult to 
Improve upon the "divot every two steps" method of sowing millet that these sandy SOils allow 
RedUCing the area needed for planting through fertilization and Improved varieties are the most likely 
labor saving InterventIOns for sowing If time permits, a field receives two weedlngs uSing 
conventional methods Additional weeding may be needed If fertilizers are applied The additional 

27 ThiS study s average Yield IS 4 times greater than the average national Yield of cowpeas 
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weeding IS likely to be Justified by higher Yields Greater use of companion techniques such as 
denser plant spacing, animal traction are needed to help farmers reduce labor demands when uSing 
fertilizers 

The low demand for labor dunng the dry season offers the opportUnity to mvest m sOil and water 
conservation structures and Irrigation 

(2) Irrigated 

The major Irrigated crops are cereals (nce, wheat), vegetables (onions, green beans, peppers, 
tomatoes, garlic), fiber (cotton), fruit trees (dates, guava, papaya, citrus) and sugarcane Irrigation's 
mam advantages are that It provides employment durmg the dry season when unemployment IS 
high, allows agncultural production throughout the year and has less production vanability than 
ralnfed systems In Niger As IS well known, It requires a large mvestment m equipment, matenals, 
labor, and training when compared to ramfed and recessional agnculture systems It IS part of 
Niger's long term growth strategy which the World Bank IS mvestlng (World Bank, 1994c) but It IS 
unlikely to add significantly to Niger's GOP m the near term 

Onion production IS well-established In 1992, 170,000 tons of onions were produced and 23,000 
tons exported (van der Lmde et al , 1994) Current success with onions IS encouraging development 
of other crops and markets such as garlic, potatoes Green bean production has potential of 
developing m the Niamey area because of timely access to the mternatlonal airport (see Annex H) 
Projet CA Tin Tillabery attempted to develop a green bean market but had problems of quality control 
and pnce disputes With buyer In Pans They often sold green beans at a loss (van der Linde, et al , 
1994) 

Cotton has potential and IS likely to start making a much larger contnbutlon to the Nlgenen economy 
as a result of the devaluation of the CFA franc and new contracting methods With farmers (CAOEG 
1995) Niger has the climate, SOil, water, and Irrigated penmeters to produce high value Irrigated 
long staple cotton 

b Livestock 

Llvestock28 IS a commodity that provides Niger With Significant economic benefit29 that exceeds ItS 
calculated proportion of GOP As a result agnculture's relative Importance In Niger's economy my be 
overestimated The livestock population estimate for 1994 was 3 1 million Tropical Livestock Units 
With a 10% margm of error ThiS estimate assumes 2 million heads of cattle, 3 75 million sheep, 6 
million goats, 375,000 camels, 500,000 horses and donkeys World Bank (1994) suggests that 
exploitation of the rangelands m the northern pastoral zone IS suboptimal due to msufficlent herd 
mobility, which IS caused by a gradual change of ownership of the herds (from pastorallsts to 
Investors or traders) and due to secunty problems m the north However, studies of plant populations 
In the pastoral zone over the past 10 years show the disappearance of valuable forage species (e g , 
cram cram, Cenchns blflorus) (Maldajl, 1995) ThiS Indicates overstockmg Rangelands may have 

28 Cattle sheep goats donkeys horses camels chickens gUinea fowl ducks rabbits and swme 
29 Food skms & hides savings Instrument traction and social status 
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the potential to sustain much higher livestock population If the composition of plant species IS 
Improved In the agrrcultural zone the grazing lands are over stocked (World Bank, 1994a) 

Pastorallsts have an Important role In Niger's economy Approximately 10 to 20% of the Nlgerren 
cattle30 IS stili owned by nomadiC pastoral communrtles of the Fulanr and Tuareg ethnrc groups who 
spend the entire year In the pastoral and agro-pastoral zones Forage quality IS low from March to 
July but ItS limited availability becomes a major problem after February Water IS also a problem In 
a dry year, total biomass production IS only 60% of that of a normal year In 1984 when half the 
cattle died, biomass production was not more that 30% of normal (World Bank, 1994a) The 
government of Niger needs to assure that loss of pasture lands In the agrrcultural and agro-pastoral 
zones do not compromise production systems of pastorallsts Otherwise, Niger risks losing much of 
the value of the pastoral zone by discouraging this lifestyle Livestock production could be Improved 
by Interventions that reduce risks and constraints of production desCribed above 

For example, extension of technologies to encourage destocklng (e g , meat drying and salt cUring) 
espeCially after poor rainfall years Will encourage better market development Pastorallsts and 
farmers also need alternatives to livestock as Instruments of savings to encourage them to destock, 
espeCially after poor rainfall years 

Pastorallsts need access to Nigeria and southern pastures dUring the cropping season Agricultural 
expansion IS cutting off passageways to southern rangelands Farmers receive little discouragement 
from expanding onto traditional range lands In some areas farmers cultivate "trap fields"31 to reap a 
portion of heavy fines leVied against pastorallsts by local authorities (MaldaJI, 1995) 

3 Evaluation of Selected Management Practices 

3 1 1 North (p 11 KJell) 

The "north" zone of thiS analysIs IS the agro-pastoral zone that occurs the Sahellan blo-cllmatlc zone 
Annual rainfall ranges between 250 and 400 mm on average and IS highly variable (coeffiCients of 
variations around 30%) Agricultural expansion IS the most rapid In thiS zone and It IS cutting off 
pastorallsts from traditional grazing lands ThiS IS the zone with high potential of integrating 
agriculture and livestock but IS also a zone with the greatest conflict between farmers and 
pastorallsts It IS bordered by the pastoral zone to the north and agricultural zone to the south 

3 1 2 South (p 11 KJell) 

The "south" zone of thiS analYSIS IS an agricultural zone that occurs In the Sahelo-Sudanran blo­
climatiC zone Annual rainfall ranges between 400 and 900 mm on average and IS moderately 
variable (coeffiCients of variation around 20%) Agricultural expansion IS nearly ImpOSSible because 
most of the arable land IS already cultivated and little of It IS In fallow ThiS IS the zone where 
intenSification IS occurrrng Farmers are applYing chemical fertilizers and pestiCides but not yet In 
Significant amount to affect Arrondissement level production statistics (e g , farmers applYing fertilizer 

30 No reliable data eXists (World Bank 1994a) 
31 A farmer cultivates a small Isolated field In traditional rangelands In the hope he can catch a pastoralist s lIVestock damaging the crop Fines Imposed by 
authontles on the pastoralist can be costly 
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may compensate for the Yield decrease from reduced fallow periods) "Cut and carry" (hay and 
fodder) type of livestock production has potential In this zone If land IS released for managed fallows 

3 3 1 Water Harvesting (p 17 KJell) 

Water harvesting structures are labor Intensive intervention that reqUires some supervision by 
extension agents Animal manure or chemical fertilizer IS reqUired for crop production Although 
Yields In the cultivated area are very high (3 tons/ha) the actual per hectare Yields are around 500 
kg/ha (Included both cultivated area and rainfall runoff area) (Tabor, 1995) It IS unlikely that farmers 
With access to suffiCient land Will reallocate labor and capital from traditional agriculture to more 
intensive water harvesting unless the reduced risk or Increased profits from alternative crops are 
Significant Water harvesting IS being adopted by land poor farmers and an In areas where there IS 
high competition for agriculture land However In many areas, farmers have limited access to land 
With a potential for water harvesting because of Insecurity of tenure by the owner 

3 3 2 Organic and Chemical Fertilizer (p 17 KJell) 

Phosphate IS the most limiting nutrient for Nlgerlen agriculture Research results, described above, 
show that on average a 6500 f CFAlha Investment of phosphate fertlllzer32 will Increase millet Yields 
30% Once thiS occurs then additional Investments In animal manure and urea Will have larger 
returns (around 40% additional Increase In Yields With 7000 f CFAlha of urea, 1 2 times the Yields 
Without fertilizer Inputs) 

3 3 3 Animal Traction (p 17 KJell) 

Animal traction Will become more attractive as fertilizer Inputs are Increased and weeding becomes 
more Important Also With Increased SOil fertility and production, more peanut and cowpea hay Will be 
available that reduces the cost of maintaining an animal 

334 Managed Fallow (p 17 KJell) 

Managed fallow for grass and legume hay production Will be possible If labor and land are made 
available through Improved crop management and purchases of fertilizers and pesticides ThiS Will 
support an Increased Integration of agriculture With livestock and possibly pastorallsts Seeds for 
growing high forage value grass and legumes Will need to be made available If local collection IS not 
economical 

335 Field Trees (p 17 KJell) 

Natural regeneration and planting of trees In fields (approximately 50 trees per hectare) Will help 
protect the SOil from erosive Winds and reduce time spent by women collecting firewood Although 
thiS practice protects the land from degradation, results from stUdies on the Maggla Valley (Niger) 
Windbreaks suggest that It may cause a slight Yield Increase ThiS might occur because of the 
Improved micro-environment and the additional accumulation of livestock manure encouraged by 

32 Calculated from 1995 fertilizer pnces quoted by the Centrale d Approvisionnement In Niamey Transportation and handling costs Will Increase the pnce 
farmers must pay 
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shade dUring the hot season For this analysIs, field trees are a sOil conservation measure that does 
not affect crop Yields but prOVides wood and fodder 

3 3 6 Crop Yield Responses (p 18 Kjell) 

Kjell, crop Yields show 0% compound growth since 1980 (except for sorghum that decrease 3%), not 
a 2 66% decline See agricultural data In our Annex F 
Your Table 3 5 has different Yields than In our Annex F 292 kg/ha millet, 94 cowpeas, and 74 
peanuts for the northern zone (average of 12 years In Tanout and Dakoro) and 428 millet, 170 
cowpeas, 322 peanuts These are averages that distort the peanut Yields (e g ,500 kg/ha one year 
zero the next 10 years) 

Water harvestmg (p 20 KJell) 

As mention above, water harvesting Will provide 500 kg millet graln/ha from previously unproductive 
land As this technology evolves In Niger, cash crops Will likely displace cereal production In these 
catchments 

Chemical fertilizer (p 20 KJell) 

Yields are desCribed above 

Managed fallow (p 20 KJell) 

There IS not any Information available on this 

Ammal traction (p 21 KJell) 

This IS a labor saving intervention that allows more timely weeding and resulting (unknown) higher 
Yields 

Field trees (p 21 KJell) 

As mention above, we Will assume no effect on grain Yields However wood and fodder production 
Increase an Indeterminable amount 

4 Policy ReqUirements 

The Simplest and fastest way to Increase agricultural production and rural Income IS to apply 
phosphate fertilizer to ralnfed cereal crops It IS reasonable to expect an Immediate 30% Increase In 
Yields The associated benefits are equally substantial but less predictable Another speCific 
agriculture Investment that Will greatly Increase cash crop production IS pesticides for cowpeas (4 
times Increase In Yields) Fertilizer and pesticides are not popular tOPICS In USAID but they are 
essential to sustainable economic growth In Niger If needed, a less timid organization could take the 
lead In helping the GON develop poliCies and Incentives to assure the application of these speCific 
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Inputs Their Implementation should be structured so that they help, not hinder, the developing 
markets of other fertilizers and pesticides 

These two interventions, Implemented over a relatively short time With a reasonable transition to a 
free market, are essential for supplYing the necessary "voltage" to run the activities that USAID/Nlger 
has developed In S02 and S03 Without a significant Increase In production, markets will be slow to 
develop and demand for credit will be low Without a significant Increase In production, Improved 
natural resource management will be limited to project sites and agncultural expansion will continue 
to degrade the land 

Tahoua rock phosphate has potential for fulfilling most of the role of supplYing phosphorus fertility It 
IS bulkier than other fertilizers but the higher transportation cost will help keep It Within Niger It IS 
local matenal, SImply processed (gnndlng) 

GON, donors, agricultural research and extension organization should (1) determine the extent and 
quality of rock phosphate reserves In the Tahoua region, (2) develop application technIques of the 
powdered rock material that are more accepted by farmers, and (3) develop methods to eaSily 
distingUish between aCid SOils that respond to rock phosphate and other SOils that will reqUire the 
more soluble Simple or triple superphosphate 

Tenure and usufruct insecurity may be more Important of an Issue than eqUity when developing the 
Rural Code Insecurrty IS an Issue more eaSily resolved and Will allow Niger to progress more qUickly 
toward sustainable agrrcultural production Its qUick resolution can also reduce environmental 
degradation Once rights are assured then free market forces can react With Investments and rents 
to balance the benefits of tenure resolution among Nlgenen society Donor concerns about 
remaining problems of inequity can be addressed In other programs Never-the-Iess, much benefit 
Will result If the GON assures that laws and Incentives are developed which encourage sustainable 
management of the land and that poliCies are Influenced by the economic Importance of both 
livestock and agriculture 

USAID's S03 IS dependent on qUick development of a Rural Code that encourages investing In 
Improved natural resource management practices, an unlikely combination, certainly In term of 
"quick" If productiVity and profitability Significantly Increase then those land owners With secure 
tenure Will have Incentives to Invest In Improved NRM practices ThiS In-turn Will proVide 
demonstrations to the GON on which they can confidently develop policy for those areas With 
Insecure tenure ThiS next step IS needed to resolve the contradictions between society and the 
environment It Will reqUire much support, coordination, and commitment among donors because 
established economiC, SOCIal, and political relationships Will be disrupted Inevitably these disruptions 
Will occur and Niger Will be forced to change -- the increasing competition for natural resources 
reqUires an evolution of NRM 

5 Validity of USAID/Nlger's VIsion 

S02 and S03 Will not be achieve unless there IS a substantial Increase In agricultural production A 
major Increase In phosphate fertilizer use Will help USAID achieve S02 and S03 
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Improvement In resource tenure will be a slow process and will constrain the adoption rate for 
Improved NRM practices discussed In S03 

S03 focus IS primarily on conservation, not production, as reflected In the emphasIs on NRM 
technologies that primarily affect degraded lands (e g , sOIl and water conservation techntques 
agroforestry) The NRM Interventions mentioned In the Proposed Strategy Plan can be profitable but 
not as profitable as putting the same Investments In nondegraded land 

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

S02 desire to reduce the amount of bribes paid by truck drivers to government agents IS well placed 
for redUCing the costs of transportation, Improving road safety, and redUCing the cost of road 
maintenance (/ e , damage caused by overweight trucks) 

USAID IS leading the way among donors with ItS emphasIs on early warning and disaster mitigation 
Mitigation IS essential for economic growth In Niger and It supports the goals of S02 and S03 
Considering the series of good agricultural production years DPM's activities may need to be slightly 
broadened to Include proactive activities that reduce risk for those areas With the worst history of 
famine ActIVIties could Include those that reduce the risks associated With low production years for 
example credit, food storage, food processing, and phosphate fertilization (Adelskl et aI, 1994) 

C AGRICULTURAL MARKETING 

ThiS section has two purposes First It IS to Identify constraints, Infra structural, systemic and 
admlntstratlve that preclude optimal performance of targeted crops on local and regional markets 
These constraints are not new, they have been the source of far too many stUdies and few actions 
Therefore, thiS section Will Identify recommendations, In some cases, strategies to address very 
complicated Issues 

Secondly, thiS section answers the question, IS It pOSSible for Nlgerlen agricultural commodities and 
services to compete on local and regional markets thus permitting rural enterprises to contribute to 
Niger's agricultural productiVity and economic growth 

1 Methodology Error 

Three processes were used to unravel the mysteries of agricultural marketing In Niger They are 

(a) Questlonnalrellntervlews Two questionnaires, one for producers and other for entrepreneurs were 
developed These questionnaires were used extensively In Maradl and llnder Departments (See 
Exhibit 1 a "Questionnaires It) The questionnaires were to used to cross check Information gathered In 
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the past and present The Interviews provided practical analysIs and recommendations about 
agricultural marketing constraints as well as the role of the Government of Niger In private sector 
development 

(b) Literature search Niger IS very rich In studies and concept papers about constraints and Impact of 
ItS agricultural marketing system In fact, Niger IS far, too rich In agricultural marketing and commodity 
subsector studies If only half of what was spent for studies was used to address particular constraints 
rural enterprises would be far greater contributors to domestic productiVity than they are now 
Nevertheless, the majority of the studies reviewed are of excellent quality and were often authored by 
host country nationals 

© A commodity systems/subsector approach was used to frame Issues and make recommendations 
This approach IS congruent with commodity studies (nlebe, Onions, fertilizer, among others) done by 
host country and expatriate consulting firms Utilizing this methodology bodes well If you audience IS the 
International donor community or the Informal business sector However, Ministry of Agriculture officials 
used the word "fillere" often In conversation, but lacked understanding In the role of the public and 
private sector In a "filere " 

2 Niger's Input Markets Constraints and Opportunities 

Similar to many other aspects of Niger's agriculture sector, agriculture Input markets have been studied 
beyond the profitability of the market Itself The World Bank, USAID, DAN IDA, OED, Japanese Agency 
for Cooperation, and GTZ have all done major studies of the constraints and opportunities of this sub­
sector Some studies were actually followed by Investments (notably In Niamey, Tahoua and Maradl 
Departments) by both the International donors and the Government of Niger (GON) This section Will 
address 

(1) who the Investors are In Niger's agriculture Input market 
(2) where the Investment have paid off 
(3) constraints to agriculture Input market growth 
(4) recommendations 

Two things draw attention to Niger's agriculture Input market since the 1970s and 80s and The first 
IS rapid population growth against declining sOil fertility The second IS severe cyclical drought 
conditions Both conditions make It clear to the population and the government that Increasing 
agricultural productiVity IS vital to the food security of the nation Thus, In the mid 1970s and 80s, the 
GON moved to negotiate with International donors, primarily, France, FED, Germany and the U S to 
Improve ItS Input markets 

If natural forces drove Input markets In the 1970s and 80s, Inactive forces appear to drive Niger's Input 
markets In the 1990s A snapshot of Niger's Input market would reveal (1) no national seed policy, (2) 
no national fertilizer policy, (3) well intentioned, but poorly coordinated donor and project financed 
Inputs schemes, (4) little to absolutely no assessment or definition of the needs of small farmers and (4) 
no participation of the private sector In seed and farm tools markets 

Seed market 
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Seed Production Projects 

As early as 1975, the GON through USAIO began the Projet Cerealler National (PCN) designed to 
Improve the Infrastructure, market information and a system of production of Improved and drought 
resistant seed In Niger The project deSign called for a seed farm In Lossa for cereals and legumes and 
five seed multlpitcatlon centers In Hamdallaye (Tlllabery), Guecheme ( Oosso), Ooukou- Ooukou 
(Tahoua), Douromkossaou (Maradl) and Angoual Gamgl (Zlnder) This $50 mlliton project was 
coordinated by the Instltut National des Recherches Agncole du Niger (INRAN) The Lossa farm was 
charged with prodUCing Improved seeds The multlpitcatlon centers were to multiply and adapt the 
seeds to local speCifications The farmers were to purchase the seeds directly from the centers No 
private compames were Included In the original seed subsector Infrastructure Very few If any, operate 
now 

Ending In 1989, PCN had little success In ItS efforts to get Improved seed In the hands offarmers Even 
though the seed farm and multiplication centers stili eXist, high production costs, meager government 
financial support to the centers, InsuffiCient technology transfer and the absence of a GON seed 
subsector policy left this subsector In limbo If not disarray A World Bank techmcal paper entItled 
Assessment of the Demand for an Supply of Agricultural Inputs, March 1994 reported that Improved 
seed would Increase millet and mebe production by 10 percent and 20 percent respectively 

In 1989, a follow on project was deSigned, which was referred to as the Projet Developpement des 
ActiVities Semencles du Niger (PDASN), but actually started In 1991 by the Ministry of Agriculture and 
Livestock ThiS project was to bUild on the PCN expenence to Increase private sector partiCipation In 
seed production and commerCialization and to establish a national seed policy It was terminated In 
1992 due to a lack of funds 

Seed production capacity 

AnalYSIS of cereals and legume seed production capacity IS difficult to determine as no production, 
price, or trade data has been collected since 1989 According to a March 1994 Mlmstry of Agriculture 
and the World Bank study, however, the five multiplication centers have the capacity to produce 180 
tons of M2 on 300 hectares To obtain the estimated 92,000 tons (millet, sorghum cow peas and 
ground nuts) seed required to supply Nlgerlen cereal and legume farmers, seed production out grower 
agreements might be an option to establish With farmers 

NOTE During the five year PCN project the multiplication centers produced about 150 tons annually 

Supply Millet, Sorghum, Cow Peas 

Most farmers produce their own seeds, setting aSide one tenth of each crop as seeds, according to 
INRAN Maradl As the seed multiplication centers are stili open, farmers may, on an ad hoc baSIS, 
approach centers when planting material IS available Millet, sorghum and ntebe seed, when available 
sell for 1,800 -2,300 cfa/kllo, pnces drastically below the cost of production mlntmlzlng the availability of 
funds to run the centers To make a bad situation event worse, the devaluation of the CFA made the 
cost of processing seeds even higher Purchases of pestiCides, fertilizers and energy reqUired for seed 
processing IS now further from the reach of the GON's seed multiplication apparatus 
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INRAN Maradl, which services Maradl, Dlffa and Zinder Departments, produces and sells modest 
amounts of M1 and M2 of millet, sorghum, onion and cow pea seeds to farmers as they become 
available In discussing the role of INRAN Maradl In the seed subsector, the Director and his deputy 
made It clear that the station's primary research responsibility was to produce Improved MO millet nlebe 
seed for the Lossa seed farm Secondly, It has programs (lFAD, World Bank) with the agnculture 
extension service to work through problems of seed performance and Yield Issues Both the Service 
d'Agriculture and INRAN provide JOint technical assistance through JOint work plans to agnculture 
stations and agents at the arrondissement level However, In recent years, the demand for Improved 
(drought resistant, high Yield) seed has Increased so greatly, that INRAN Maradl produces 
approximately 55 tons of seeds last year The INRAN Maradl director reported that research station 
directors In Burkina Faso, Benin and Nlgena approach INRAN seeking supplies offoundatlon seed 

INRAN Maradl says It has the additional capacity to produce 60-65 tons per year, but underlines the 
Institute must have a firm contract to supply more seed to farmers and cooperatives The station sells 
millet and sorghum seed at 250 cfa/kllo, nlebe seed at 300 cfa/kllo and onion seed at 25 000 cfa/kllo 
These seed prices have remained constant for the last four years (except onion seed) Peanut seeds 
also sell for 300 kilograms 

Farmers close to the Nlgenan border, should they have the means, purchase seed there when they 
want to Improve their current stock or diverSify their crops In Maradl, Zlnder and Niamey, garden 
vegetable seeds from France are sold In retail shops As most farmers lack funds and do have not 
access to credit It IS estimated that 80 percent produce their own cereals seeds Only the Tarka Valley 
BaSin Project (Tahoua Department) Imports high quality wheat seeds from Saudi Arabia 

Rice 

The Office National des Amenagement Hydro-Agncole (ONAHA) has target nce production and the 
production of Improved seeds as a function of ItS rice production objectives On ItS seed farm In 
Saadla, Seed M1 IS multiplied and M2 and M3 are produced on Irrigated lands 

Demand 

Estimation of demand for cereal and legume seeds IS Impossible No data IS available The most 
recent data from MInistry of Agriculture In 1989 indicates seed production dUring the 1988 growing 
season reached 200 tons WhiCh, theoretically, only address seven percent of national demand 
Theoretically, Niger needs 92,000 tons of millet, sorghum nlebe and peanut seeds (M3) annually 
according to the Annual National Plan ThiS demand IS abased on the cyclical occurrences of drought, 
pests and seed loss 

The demand for Improved seed IS very low Why? PurchaSing power In rural areas IS very low Without 
available credit, pressure from the market for Improved quality or diversified crops or attack by natural 
predators, there IS little demand for commercially produced seeds Interviews With small farmers In the 
Maradl and Zinder departments unearthed a very comprehensive reason for low demand for Improved 
seeds Farmers do not know where to get them And, In the few cases when they have received 
Improved millet or cow pea seeds, no information about how to use the seeds was available 
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Where purchasing power IS growing, so does the demand for Improved seeds For example onion 
seeds, produced commercially by INRAN, sold for 15,000 cfa/kg In 1994 have skyrocketed to 25,000 
cfa/kg thiS year Farmers from the reputed onion growing area In Galml, through their cooperatives, 
make VISitS to INRAN Maradl to purchase seeds and get relevant fertilizer and crop management 
information INRAN IS barely keeping pace with the demand for onion seeds thiS year Other crops 
where demand seems IS Include non- traditional or export products sweet peppers, potatoes, tomatoes 
and peanuts 

Donor projects make up the primary demand for seeds For example, the FAO Project Maradl Project 
PASP In Tillabery, FIDAlPSN In Agule provide credit to farmers for Input or sponsor seed for grain swap 
activities Most seeds (M3) are purchased from seed multiplication centers or through contractual 
arrangements with Individual farmers and cooperatives 

Fertilizers 

The fertilizer market situation IS 90 percent dominated by the private sector, with government 
Intervention through the Centrale d'Approvlslonnement (CA), the government agency charged with 
fertilizer distribution Fertilizer IS available and at relatively low cost, because Niger's private sector 
Imports subsidized fertilizers, mostly 15-15-15 and urea, from Nigeria Northern Nigerian businesses 
are allotted quotas of fertilizer annually to supply farmers In their regions With an eye for business -
expanslon- the Nigerian businesses Include Niger fertilizer demand In their request to the Nigerian 
government Nigeria's offiCial fertilizer price IS 150 nalra/25kg sac Dealers from Niger purchase from 
Nlgenan traders at prices ranging from 300 to 600 nalra/25kg sac Trucked to Niger, 15-15-15 or NKP 
IS sold on local markets from 2,500 to 5,000 cfa/50kg sacs 

Wide fluctuations In fertilizer prices effected by distance from the Nigerian border and season, 
requires still, additional explanation (by way of example) Nlgena, periodically clamps down on thiS 
well established IlliCit fertilizer trade with Niger DUring the last three weeks of August 1995, Nigerian 
customs have virtually shut down fertilizer shipments to Niger and have leVied heavy fines on the 
"smugglers" Hence, fertilizer prices on Niger's markets have reached as high as 6,000 cfa/50kg sac 
A price that few small farmers can afford 

One more example, an Interview on two small souchet farmers In the Maradl Department revealed they 
used 12 bags of 15-15-15 for every hectare of souchet limited by storage space and money, they 
purchased three quarters of their fertilizer needs at the beginning of the planting season at 3,500· 4000 
cfa/sac Already feeling the effects of the devaluation of the CFA and the floating free fall of the naira, 
the current price for additional fertilizer probably means the farmers' demand Will go unmet (See 
Fertilizer Table 1 for fertilizer price Information) 

FERTILIZER PRICE DATA 
Table 1 

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

JUNE AUGUST JUNE 

NIESE 2000 CFAl50KG 6000 CFAl50KG 2000 CF Al50KG 
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CROPS 15-15-15 15-15-15 UREA 

ONION 3000 CFAl50KG 5000 CFAl50KG 2000 CFAl50KG 

SOUCHET 2500 CF Al50KG 4000 CFAl50KG 2200 CFAl50KG 

Source Interview with farmers and fertilizer Importers In Zinder and Maradl (8/95) 

However, the example above describes Immediate, short term constraints Every one IS confident that 
the Nigerian government will relax ItS Vigilance of "fertilizer smugglers" In a few weeks A more long 
term constraint looms In the next two years The Nigerian government, submitting to GATTIWTO 
pressure, announced that It Will stop fertilizer subSidies to ItS own farmers In two years Even though 
no one knows what the unsubsldlzed fertilizer Will cost Niger's farmers, this coming event has raised 
some concern among Niger's fertilizer Importers And certainly It has given new Importance to 
phosphate deposits In Parc Wand Akker In the Tahoua Department 

Phosphate deposits In Parc Wand Akker are not an Immediate panacea Technology and private and 
public Investments Issues must stili be addressed The International Fertilizer Development 
Corporation (IFDC), the International Crops Research Institute for the Semi-Arid TropIcs (INCRISAT) 
and INRAN collaborate on research to determine crops Yields, adaptability and diffUSion Issues of 
phosphate rock In Niger 

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

The Netherlands IS probably the largest International donor to Invest In fertilizer research In West Africa 
In April, 1995, the Netherlands Government signed a four year extension of IFDC-AfrIca's market 
development project phase III of IFDC's activities In Africa While phase I and II addressed fertilizer 
marketing transparency, priVatization, country speCific studles/research, and the use of phosphate rock, 
one particularly Significant activity was the establishment of an African Fertilizer Information Database, 
which contains national fertilizer supply and demand statistics, national fertilizer prices, fertilizer trade 
Information and Identifies partiCipants In the sub-Saharan fertilizer market 

Phase III Will be particularly Important for Niger Phase'" objectives are to 

1 Restore the productive base of degraded SOils In areas With agronomic potential for crop 
production and develop sustainable agricultural production systems that Will generate Increased farm 
production and Income 
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2 Support national governments In West Africa as they change from manager, controller of 

fertilizer production, procurement and marketing (like Niger's Central d'Approvlslonnement) to facIlitator 
of competitive, private fertilizer marketing 

INRAN's sOils laboratory In Niamey IS headed by competent U S trained, formerly USAID funded, host 
country SOIl sCientists Dr Issaka Mahaman leads sOil testing and phosphate fertilizer research Very 
cognizant that time IS running out to Identify a practical solution for affordable, Yield enhanCing fertilizer, 
INRAN, two years ago submitted a pilot phosphate exploration proposal to USAID/Nlamey ThiS same 
proposal has been dusted off and IS once again available for donor support and funding 

Dr Issaka discussed another phosphate research activity In which phosphate IS mixed with compost 
Two primary Issues are addressed In thiS research First, as phosphate fertilizer In powder IS labor 
intensive for farmers, the compost would facIlitate the phosphate mixing with the sOil Secondly INRAN 
wants to know If the phosphate and compost would significantly Increase Yields 

However, Dr Issaka was qUick to note drawbacks with phosphate/compost trials First, household 
waste, necessary for compost, IS abundant In urban areas, but IS extremely scarce In rural areas And 
secondly, even though garbage dumps are plentiful In urban areas, they are often a melange of 
Industrial, household and natural materials Therefore the availability of pure household waste may be 
limited 

Current Fertilizer Marketing Constraints 

The only thing less abundant that rainfall In Niger's agriculture sector IS credit Credit IS the major 
constraint to fertilizer use among small farmers Many small farmers take out loans from local 
bUSinessmen In order to purchase fertilizers These same bUSinessmen sell the fertilizers to the 
farmers ThiS IS a mixed bleSSing The same bUSinessmen recall the loans when crops are harvested 
In debt with no other option than to sell their crops when everyone IS seiling, the farmers sell at pitifully 
low prices to payoff loans Farmers In Zinder and Maradl report they sell nlebe as low as 2,500 cfa/100 
kg sac at harvest time to repay loans to money lenders A few months later, the same nlebe sells for 
4000- 7,500 cfa/1 00 kg sac 

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

Interviews with local Maradl and Zlnder bUSinessmen paint the credit strapped small farmers scenario 
Each bUSinessman said the farmers know they can not have even a mediocre harvest without fertilizer 
They discussed openly how farmers suffered at the hands of market forces In order to run behind much 
need credits to obtain farm Inputs and other household needs However, what to do 

What to do? Well, several public and private sector representatives had very similar recommendations 
the creation of a donor sponsored, privately run marketing board The board would among other 
things, set floor prices, trade With small farmers, trade With larger producers and exporters, gain access 
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to formal Nigerian markets, untapped since SONARA shut down marketing operations The formal 
sector market In Nigeria, reports Niger's mebe exporters, refuses to do business with Informal sector 
exporters The Informal sector lacks the necessary storage space to accumulate large quantities of 
cowpeas or souchet to deliver large quantities for the formal sector Importers and processors 

3 Output marketmg 

The section IS to Identify commercial crops and synthesize their constraints and opportumtles Several 
studies by USAID/Nlamey, French Cooperation, FAa and the World Bank, have been done on cow 
peas, omons, souchet, rice, peppers and peanuts Whereas green beans offer excellent market 
opportumtles In France and Germany, very little production data or local market Information was 
available In Niamey Green beans were exported to France as far back as 1970 

2a Omons and Garlic 

Onion exports to West African markets offer the greatest return to farmers of any other commercial 
crop Estimated sales revenue at 217 billion francs CFA In 1993 are up from 1 37 billion CFA In 1992 
Omon and garlic marketing In Niger IS run by the private sector, as In most parts of West Africa Three 
omon varieties dominate 85 percent of sales, they are 

Violet de Galml 
Blanc de Galml 
Blanc de Soumarana 

These omons place Niger as the premier onion producer In West Africa The violet de Galml IS 
particularly appreciated In the regional markets of Togo, Ghana, Burkina Faso and Abidjan (Cote 
d'ivolre) for ItS long shelf life and predictable production cycle 

Three post farmgate Issues -- lack of credit, poor storage and conservation techniques, thus limiting 
staggered crop sales -- pose formidable constraints to Improving Niger's market share on West African 
omon markets Dutch and German techmcal assistance have made some progress In providing credit 
and storage technologies to omon farmers In the Tahoua Department However, these Interventions 
are the exception rather than the rule The Galml Cooperative In box 1 summarizes market constraints 
to farmers 

Market Share and Distribution 

According to a USAID/Nlamey funded study, Action Plan for the Development of Omon and Garlic 
Crops In Niger, Niger's share of the Ivorlan and Ghaman, Togolese and Bemnols om on markets IS 
between 40 and 60 percent and 60 to 70 percent of the Burklnabe market Even though omon and 
garlic marketing IS entirely a pnvate sector domain and market share growth potential eXists In 

secondary towns In West Afnca, the lack of knowledge about ECOWAS export activities, customs and 
transit regulations pose serious obstacles to Increased market penetration Furthermore, Niger's 
marketers have little access to formal market operators Nlgerlen merchants lack Information about the 
marketing mixes of competing products and have limited capacity to react to competitive moves 
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In fact, central dispatchers (sarkln tasha) limit foreign buyers to certain bUYing pOints Some merchants 
bar access to the markets or market Information from foreign buyers Central dispatcher collaborate 
with local officials to restrict parking areas for foreign trucks desiring to pick up omon shipments The 
truckers collude with sarkln tasha to withhold market price information from producers 

MI ONION COOPERATIVE 

ctlOn Export of Omons to 

ON AND GARLIC MARKET 

STRAINTS 

Poor rural roads leading to 
uctlon areas 

Lack of credit to purchase 
hzer and to pay for household 
ds dUring "soudure" or 
tlng 

Lack of formal credit forces 
ers to sell at harvest at 
vorable prices 

Storage capacity and 
servatlOn techniques are very 
ed 

e 

Prices 

Cozy arrangement between 
ers and commiSSion purchase 
nts, thus depressing producer 
es 

- Table 2 summarizes omon price Information 

Market Information barred 
producers 

Quantity Destination Price 
hlghllow 

Central dispatcher works to 
buyers to certain bUYing 120kg/sack Cote d'ivoire 4,500 cfa (low) 

ts 

130kg/sack Ghana 

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

100kg/sack local market 2,000 cfa (low) 
20,000 cfa (high) 

Source Galml Omon Cooperative 
* Sacks provided by buyers 
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2b Cowpeas 

Cowpeas IS the leading ralnfed, cash crop cultivated In Niger, replacing peanuts The severe climatic 
droughts In the 1970s and 80s and early 1980s, forced small farmers to find an alternative to peanuts 
Intercropped with millet and sorghum, cowpeas requires no fertilizer and little rainfall As a nitrogen 
fixer to the sOil, cowpeas from a production and marketing perspective provides an wln- win situation 

External market conditions 

Primarily produced In Dosso, Zinder and Maradl, farmers and exporters have taken advantage of 
Nigeria's close prOXimity, 3 percent annual growth In cowpea Imports and an Insatiable Informal sector 
The Nigerian market IS a bitter-sweet opportunity Characteristics of the Nigerian market, at least, the 
late 1980's are 

* Nigeria's strategy IS to develop cow peas production domestically, therefore legislative and 
administrative constraints are placed on Imports Nigeria passed laws In 1991 to prohibit the Import of 
cow peas, sorghum and other grains 

* The naira has devalued Significantly over the last two years making It difficult for Niger's 
cowpeas to compete with domestic production 

* Niger IS not the only cowpeas exporter to Nigeria, Cameroon and Chad export directly to the 
major southern cowpea consumption region of Nigeria, eliminating the Northern Nigerian middlemen 
and enJoYing a greater profit margin 

* No replacement has stepped forward to supply Nigeria formal sector (OSCUDA and NAMCO) 
cowpea market Since SONARA's liquidation, thiS multimillion CFA market remains untapped 

* Nigeria has very rigid, detailed administrative procedures on the Import of foodstuffs Nlgerlen 
exporters Ignorant of the procedures, are forced to pay bribes to enter their product onto Nigeria's 
markets 

Internal Market Conditions 

Small farmers sell their products over three season harvest, rainy and dry season Therefore, the 
price, abundance and distribution channels base themselves accordingly Local buyers negotiate price 
and quantity with farmers prior to harvest These local buyers or "commisSionaires" are employed, 
more often than not, by large exporters or wholesalers 

Where there are cooperatives, they negotiate floor pnces, transport costs and Identifies markets for ItS 
members Cooperatives assist, when possible, members to get credit to stagger the arnval of cowpeas 
on local markets Cooperatives sometimes act as "commisSionaires" or exporters and buy and sell 
cowpeas on local and regional markets 

Down and upstream cowpea market structures are very weak Controlled entirely by the private sector, 
government Interventions are nil As small farmers lack the means to Invest In marketmg structures, no 
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real Investments have been made Prior to 1990, SONARA, a public owned marketing firm purchased 
and sold peanuts and cowpeas Endowed with a bloated bureaucracy, elaborate capital Investments 
(silos, bUilding, warehouses, private lodging), and an ever recurring drought, SONARA fell under the 
axe of structural adjustment 

Whereas SONARA's departure from the peanut marketing was explicable, the peanut operations was 
loosing money, the cowpea operations was qUite different In fact, exporting on an average of 30,000 
tons annually, no Nlgerlen exporter has been able to supply former SONARA Importers 

Interviews with farmers and exporters In Zinder and Maradl Department reveal that the economics of 
cowpea production and marketing, for the small farmer, IS dismal 

Internal market constraints Identified during interviews were 

* Credit, credit, credit Small farmers lack access to credit to cover the most basIc of expenses 

* Cowpeas requires insecticide prior to harvest to eliminate parasites Insecticides are prOVided 
free of charge by the Mlnrstry of Agrrculture to small farmers However the Ministry does not have 
enough to full supply the farmers Therefore the ministry proVides 60-70 percent of the required 
Insecticide application The shortfall In treatment plays out In storing the cowpeas The parasites not 
fully eradicated, destroy stored cowpeas, sometimes as much as 100 percent 

* Storage technrques Independent of Insecticide treatment IS also a constraint Improper 
storage faCIlities, or InsuffiCient storage faCIlities IS the cause of 30-60 percent post harvest crop loss 

*Cowpea prices are low, especially at harvest time Many farmers sell to repay loans, but barely 
recuperate enough profit to cover production costs See Table 3 1 Net Cowpeas Marketing 
Costs below 

* Farmers have no leverage In partlclpatrng In cowpea pricing As there IS no floor price, farmer, 
not In well organrzed cooperatives reap very meager profit margin 

Net Marketing Costs Cowpeas 
Average Yield/hectare 125 kg/hectare 
Harvest labor 300 - 700 CF Alday 
Farmgate prices 60 CFAlkg (harvest season) 

125 CFAlkg (rainY season) 
200 CFAlkg (planting season) 

Storage insecticides (free from Mlnrstry of Agriculture) 
30 -60 percent loss 

Bagging (labor) 300 -700 CFAlday 

Sacks/bags 12 bags @ 3,500 CFA 

String 1 cord/sack 50 CFA 
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Sewing sack 50 CFAlsack 

Loading bags on cart or truck 50 CFAlbag 

Transportation (examples) 

50 kg or 100 kg Zmder to Kano 500 cfa 
50 kg or 100 kg Zmder Mlrnah (30km) 200 CFA 
50 kg or 100 kg Maradl to Sal Sa bon 33 km 300 CFA 

2c Green Beans and other Fresh Produced Marketing 

Fresh produce production m Niger IS scattered over several departments, but major production areas 
are Tiliakaina Niamey (along the river) and Maradl (along the Goulby River) It IS difficult to get 
production data, as most of the farmers are not In contact with MInistry of Agriculture officials and 
produce production and marketing IS In the hands of the private sector 

Produce marketmg especially to Europe, primarily France, began around 1967 Tiliakalna's 
cooperative IS the only cooperative that exports produce, green beans at present It exported 
approximately 850 tons In 1990 Tiliakaina has 62 hectares under Irrigation and IS eqUipped with a cold 
storage pack house and farmers own their property Another contributing factor to their ability to export 
IS the cooperative IS situated 150 km from Niamey on a well maintained road 

SONIPRIM and JIC were exporters until 1985 In 1982, Niger was one of the largest produce 
(pmeapples, green beans, mangos, chili peppers) exporter to France, shiPPing 12,000 tons 
SONIPRIM closed ItS doors m 1983 

Green bean exports to France take place from November to March This market face numerous 
constraints, Internal and external 

1 SONIPRIM closed down, In 1983, due to frequent changes In expatriate management 
SONIPRIM was the best organized production and marketing company of produce for export In Niger 

2 Transportation The number of flight gOIng from north to south were reduced when UTA went 
out of business and Air France reduced the number of flights through Niamey 

3 In addition, Combls have replaced, by 40 percent, air cargo service to Niamey uniting 
passenger and cargo/freight trade 

4 Downturn In the national economy does not permit producers to Invest In export crops These 
crops are perceived as secondary to staple crops, millet, sorghum and maize 

5 Lack of a commercial strategy for produce at the MInistry of Agnculture or the National Center 
for External Commerce 

6 Lack of formal sector produce operators French and Ivorlan Importer/wholesalers Will reqUire 
phytosanltary certificates and growmg conditions because of their clientele 
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Interviews and studies confirm that demand for Niger's produce stili eXists on external and regional 
markets They are 

1 External market 
a SICA AVlgnonnalse (major green Importer, supplied currently by Burkina 
b FrUlmacop currently Importing green beans from Tiliakaina Cooperative 
c SICA AMCA, a French cooperative currently Importing from Eygpt 

In addition, COLEACP and la Goele have already expressed Interest with Tillakaina their desire to 
Import green beans from Niger to the Rungls market 

2 Regional market 
a Abidjan IS a market largely untargeted by Niger's exporters Green beans, Onion, garlic 

and potatoes are the primary produce Items demanded INDEX and SOVIFRAIS are two major 
wholesalers that put out feelers for suppliers In Niger 

3d Nigeria - Niger Trade Relations 

Nigeria IS Niger's most Important regional trading partner Sharing a 1500 kilometers border, cultural 
and ethnic Similarities With Northern Nigeria, commercial exchanges have eXisted before the two 
countries became modern States 

Niger's primary exports to Nigeria are cattle, hides and skins and cowpeas The sole source of trade 
data to determine volume and value of Niger's exports to Nigeria would be the customs service As 
most agricultural trade between Niger and Nigeria IS Informal, this data proVides less than an accurate 
trade picture Niger's MInistry of Agriculture and Livestock has estimated, nevertheless annual volume 
of trade of primary exports to Nigeria 

Livestock Trade 

Goats, sheep and cattle represented 95 percent of livestock exported to Nigeria, according to the 
Niger/Nigeria Mlxte Commission Principal exporting provinces, Dosso, Maradl, Zinder and Tahoua 
exported livestock valued at 7 7 billion CFA In 1993 and 6 3 billion In 1992 

Hides and SkinS 
Niger exported 254,635 hides and skinS In 1992, In which 90 percent went to Nigeria Total hides and 
skins trade was 147 million CFA In 1992 and 169 million CFA In 1993 Niamey, Maradl and Zinder 
Departments were prinCiple areas of production and origin of exports of hides and skinS to Nigeria 
(Source Nlger-Nlgena Mlxte Commission) 

Cowpeas 

Estimates of cowpeas shipped to Nigeria In 1992 was 404,808 tons and 424,824 tons In 1993 
Cultivated primarily In the Dosso, Zinder, Maradl and Tahoua Departments, over 80 percent of Niger's 
cowpeas are shipped to Nigeria, while a very small quantity In consumed locally by the rural poor It IS 
the Single source of protein among the rural poor 
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Niger Export Trade Summary (Millions of Franc CFA) to Nigeria 

1992 1993 

Betall 6,305 7,739 

Cowpeas 12,569 9,118 

Hides and Skins 147 169 

Source ProJet d'Analyse et de SUIVI de la Polltlque Economlque (PASPE) March 1995 

Nigerian largest exports to Niger are petroleum, electriCity , sugar and grains (millet, maize and 
sorghum) While wheat flour, processed foods and cigarettes are big ticket Items for Nigerian 
exporters, grains remains among the "big three" In Nigerian exports to Niger 

Four Issues plague trade relations between Nigeria and Niger 

(1) Foreign Exchange procedures are extremely cumbersome and time consuming Nlgenens 
exporting good to Nigeria may walt SIX months before their accounts are credited for products delivered 
Steps * Receipts are depOSit In local Nigerian bank 

* DepOSit IS then transferred to Nigeria's Central Bank 
* Central bank sends naira to a clearing house 

* Naira must them been transferred to the "Chambre de des compensations' as 
naira are not recognized In the zone franc 

* The "chamber" send the CFA to Niger's central bank 
* Niger's central bank forwards the depOSit to the entrepreneur's local bank 

Most large entrepreneurs In Maradl and Zinder underlined thiS process as one of the main reasons, 
they bypass the commercial banking system for foreign exchange 

(2) Distrust between Niger's entrepreneurs and Nigeria's administrative enforcement There IS 
certainly enough room for distrust It IS expected that Niger's exporters Will pay bribe for any and all 
services And they do, whether they have all the required documents or not 

(3) Nigeria has an elaborate administrative apparatus, with many complicated, complex 
regulations Nlgerlen exporters and even public servants have never gotten a handle on these 
regulations Consequently, Niger's private sector representatives are constantly run afoul of Nigeria's 
administrative procedures 

(4) Niger's farmers benefit from subSidized fertilizer from Nigeria The fertilizer was never 
Intended to be sold on Nlgerlen markets at the behest of GATTMJTO ThiS subSidy to Nigerian farmers 
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The Government has many types of interventions to assist farmers and exporters to market agrIcultural 
products on the books only The GON lacks funding to Implement very basIc Interventions In Input or 
output marketing 

However, government agencies with very modest resources, but were Identified by exporter, 
wholesalers and growers for their services are 

Agency Function 

-------------------------------------------------------------------
Centre National Identifies markets, market constraints, 
du Commerce ExterIeur organizes VISitS to trade shows, 

provides certificates to export 

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

INRAN (Maradl) Sells Onion, cowpea and millet seeds 

UNRC (at Arrondlss­
function only) 

Sells fertilizer, organizes marketing 

6 Validity of MIssion VIsion Agricultural Marketing 

ement) 

USAIO/Nlger's approach to agricultural marketing, for the most part, provides credit programs In rural 
areas Credit, after rainfall, IS the most Significant element to production and consequently marketing of 
food and agrIcultural products In Niger ThiS Single lane approach IS very focused, allOWing the mission 
to plan, execute and mOnitor ItS activities With WOCCU, CLUSA and CARE However, IS credit alone 
enough? 

Through reflection and Input from SOs, the mission Will, I belIeve, expand ItS purview of activities 
towards agrIcultural marketing Credit, alone, IS not enough While It may proVide short term results, 
for example, acquIsition of fertilizer, staggerIng product sales thus precluding depreSSing market prIces 
two major obstacles to Significant productIVity eXists They are (1) lack of output market structure and 
(2) Input markets lack reliable seed and fertilIzer sources 

To Impact agrIcultural productiVity In rural areas, USAID must, In collaboration With other donors, Wider 
ItS current credit drIven strategy In assisting agrIcultural marketing The S02 team has the opportUnity 
to bUild on USAIO's solId credit projects, especially If the current credit programs can be shaped to 
become Independent of USAID funding In the next five years 
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4 RECOMMENDATIONS 

a Input Markets 

Immediate or short term actions (1) Decentralize current seed research and multiplication systems, (2) 
cut costs at multiplication centers and INRAN, by contracting with small farmers the multiplication of M2 
and M3, redefine seed varietal research priorities and strengthening INRAN's capacity to provide seed 
If given enough time, (3) Initiate quality control systems In seed production and certification, and, (4) 
maintain a national seed security stock, while encouraging the creation of privately managed seed 
security stocks 

In addition, donor and project coordination IS required to stimulate the demand and supply of seeds At 
present, donors and projects are creating a demand for Improved seeds, while small farmers continue 
to use traditional seed production and storage Even though Improved millet and nlebe seed might 
Improve production by 10 percent and 20 percent respectively, a rational system for seed dissemination 
IS necessary to avoid creating short-term, unrealistic demand for seeds at the expense of strengthening 
the traditional, Informal seed subsector (current seed practices) 

It IS recommended that the seed farm at Lossa and INRAN Maradl contract directly With small farmers 
to multiply millet, sorghum and cowpea seed at M2 and M3 levels Farmers Will reqUire some training 
At present, they produce seed stock for their personal used, With production costs less than the 
multiplication centers Lossa and INRAN Maradl would be primarily responsible for installing a system 
of quality control, grades, standards and Inspection on a fee for service baSIS The quality control 
services would be written Into the contract between the seed farm (Lossa), INRAN and the small 
farmers 

NOTE ThiS recommendation Will only succeed With clear public/private sector partnership It IS 
therefore recommended that an outside faCIlitator be Invited to faCIlitate dialogue about a self sustaining 
seed Industry and help the two parties develop the parameters of the partnership 

Medium term actions Return to the Projet de Developpement des ActiVities Semencleres 
recommendations of 1992 Initiate the process to establish a National Seed Policy to restructure 
and reform the seed subsector ThiS restructuring should Include (1) Strengthening relations and 
work plans among INRAN, seed multiplication centers and extension services, (2) re-establish national 
and regional committees (representing grouppements, small farmers, cooperatives at arrondissement 
and Village levels) to Include an even number of public and private sector representatives 33 (3) 
Withdrawal progressively from production of M2 and M3 seeds While prOViding incentives to Invite 
cooperatives and private companies to fill the seed production VOid 

Rationale First, the lack of a national seed policy IS the primary obstacle to a functiOning agricultural 
Input market In Niger The GON'S Inertia regarding ItS roles and responsibility In the seed subsector, 

onal committees would distribute tnal seeds to farmers and record farmer feedback organize sometimes With the Service d Agrlcultur 
atlon workshops 
nd diSCUSS seed distribution systemic Issues And finally the committees propose Ideas to Improve farmer access to Improved seeds 
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precludes private sector entry and Investment The GON, Itself, lacks financial and Infrastructural 
resources to maintain the cereals seed farm In Lossa or the five seed multiplication centers In the 
departments Current seed production and marketing conditions stagnates around failed seed projects 
of the 1970s and 80s and They did not work then and leaving them In place now Will not make them 
work In the 1990s 

Second, USAID's Global Bureau Office of Agriculture has bUY-in mechanisms with resources 
experienced In seed Industry development In Africa and Latin America In collaboration with 
Agricultural Cooperative Development International and American Seed Trade Association, MISSISSIPPI 
State University has worked on developing private seed Industries for USAID miSSions In Burundi 
Swaziland and Lesotho 

* Short term recommendation S02 and S03 should establish an ad hoc agribusiness advIsory group 
to discuss market constraints and soliCit advice about Input and output markets Among the fifteen or 
sixteen advIsory group members, there should also be one or two public sector Input (CA, ONAHA, 
INRAN) or output (OPVN) market representatives 

Rationale Niger's Informal agribUSiness sector perceives donors through an extremely narrow 
OptiC Through working relationships, S02 strategy meetings, adVISOry group meetings and 
collaboration on projects, business operators might begin to undertake JOint donor -- private sector 
actiVities 

Donor and private sector representatives relations need to evolve Into business partnerships Why? 
First, for example, In Interviews With large business operators In Maradl and Zlnder, It was clear the 
major players know each other, through religiOUS, SOCial and business transactions However, when 
donor representatives Initiate contact With the business community to discuss marketing constraints, 
Input markets, financing, JudiCial and administrative bottlenecks, two questions always emerged (a) 
What's the hand out? or (b) What hoops do I jump through to get a piece of the action? Very few If 
any persons Interviewed saw themselves as potential economic development partners With donors In 
a (market) demand driven activity 

In a country like Niger, where the government coffers are bare and the government IS trying to Withdraw 
from addreSSing constraints to Input and output market actiVities, donors are valid potential short term 
partners Therefore, setting up an agribUSiness adVISOry group would be a valuable, long term 
economic develbpment lesson 

Second, the Informal sector business persons bring practical, private sector know-how and Information 
to the table One excellent suggestion from a business person, made dUring an interview In Galml was 
Simple A practical, low cost way to Increase productIVIty of onion farmers IS Improve storage 
techniques Farmers sell their onions Within the first month of harvest, because storage techniques are 
so poor, and they may experience 30-60 percent product loss thereafter 

Thirdly, the business community knows when market forces are gOIng to change and could adVise the 
miSSion ahead of time how projects could be effected 

Finally, the ad hoc group could serve as a first step In setting up a West Africa Enterprise Network 
actiVity In Niger In other West African countries, thiS network IS an Independent, self- financed policy 
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dialogue and reform mechanism In addition to obvIous networking opportUnities, the network Informs 
and educates the private sector about the power and responsibility It has towards the national economy 
as well as the economy of the region And the most Important part, all Ideas, directives and actions are 
Implemented and financed by the network members 

* Short term economic growth actions S02 and S03 committees should convene donors currently 
active In creating demand and supplYing fertilizer In Niger to discuss a common framework for 
intervening In the fertilizer and other Input markets 

Rationale (1) InconSistency In donor fertilizer programs send confusing messages to stewards 
of natural resource management and to current and to potential private sector operators In the fertilizer 
market For example, Japan donates thousands of tons of fertilizer annually to CA with no framework 
about ItS use Sometimes the fertilizer IS re-sold to cooperatives Other times It IS given away, but the 
cooperative or farmers pay transportation costs And then again, It may be stored for "a rainY day" 

USAIO does not proVide fertilizers, but finances credit schemes that permits the purchase of fertilizer 
through WOCCU, CLUSA AND CARE International ACOl/Canada has a Similar scheme In the Dlffa 
Whereas, the JOintly donor funded (French and GON) cotton production project In Tahoua distributes 
fertilizers and all other Input free of cost The fertilizer market IS caught somewhere between subSidized 
Imports (Nigerian) with 50-100 percent price fluctuations and InconSistent donor interventions No 
Immediate action can be taken to stabilize Imported fertilizer prices, however, better Input market 
understanding and a common framework of action would limit donor generated confusion 

* USAIO/Nlamey should collaborate with I FOC-Afrlca, INRAN and ICRISAT In a pilot to encourage 
private sector exploration of phosphate rock In Akker, Tahoua As IFOC and INRAN have worked on 
thiS Issue since 1982, USAIO should not take a lead role, but perhaps prOVide technical assistance, 
market analysIs and funding on an as needed baSIS 

Rationale It IS clear that I FOC-Afrlca, In collaboration with INRAN have established phosphate 
rock trials as a research PriOrity Research was reqUired, and IS stili needed, to develop phosphate 
pellets, phosphate compost mixtures, or some mechanism to decrease the labor IntenSiveness of 
applYing phosphate In SOil Donor funding IS reqUired to Initiate a phosphate fertilizer pilot exploration 
and to attract the private sector In formal fertilizer production and distribution channels 

IFOC has extensive experience In West Africa, as well as ASia, In fertilizer research, faCIlitation of 
private section production and marketing of fertilizer Similarly, USAIO has collaborated With IFOC In 
establishing fertilizer markets In developing countries ThiS partnership offers a Significant step forward 
In Increasing crop Yields, establishing private section production and marketing of a fertilizer market and 
continUing to develop a fertilizer subsector, no Just In Niger, but In the West Africa region 

b Output markets 

Recommendations 
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Short termllmmedlate Actions S02 should, In the Interest of increasing small farmer productiVity, offer 
technical expertise and other resources to Improve storage and conservation practices of cowpeas, 
onion and maize 

Interviews with small farmers, conducted for the 1995 Onion Subsector Study and the 1991 Nlebe 
Subsector Study Indicated that storage and conservation remain obstacles to marketing good quality 
products Cowpea Information indicates that farmers lose 30-60 percent of their crop from InsuffiCient 
or Incorrect use of insecticides and poor storage conditions As for onion post harvest loss, farmers 
report losses ranging from 30 to 50 percent after one month of storage 

Not only do good storage and conservation allow farmers to limit product loss and sell better quality 
products, In the case of the small farmers who are heavily In debt at harvest time, It gives the farmer a 
better chance to play the market In Galml, the executive director of one cooperative reported that the 
large "commercants" share only a part of the blame when farmers receive 3,000 cfa for a 100 kilo sack 
of Onion Onion farmers Willingly accept lower prices at harvest time, even when they are not strapped 
for funds, because they fear that If they have not liqUidated their product within a month after harvest, 
the onions Will rot In storage 

How much are the farmers uSing? In October 1994, freshly harvested Onions sold at 2,000 cfa/1 OOkg 
sacks In Galml Five months later, the same 100kg sack of onions sold for 25,000 -30,000 cfa Today, 
Onions remaining from the 1994 growing season are priced at 12,000 cfa/100kg sack 

The S02 committee should consider various technical assistance options that can provide low cost, 
experienced expertise In the conservation and storage of cereals, legumes and allium The U S 
Department of Agriculture's Office of Small Agriculture, Cooperative State ExtenSion Service and 
Agriculture Research Service have experience In conservation and storage of food crops In tropical 
climates In the U S and abroad A Resource Services Supply Agreement, already In place with the 
U S Department of Agriculture could be the vehicle to obtain storage and conservation technical 
assistance In the next two to three months 

Should the committee deCide to use expertise from CGIARs, mandated to proVide technical backup to 
African national agriculture research systems and commodity networks, the Center of International 
Tropical Agriculture (CIAT) or the International Institute for Tropical Agriculture (IITA) , USDA's 
FASllnternatlonal Organizational Affairs office would be the appropriate mechanism to take advantage 
of resources already on the continent 

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

Medium to Long Term Action S02 and S03 committees should collaborate to develop cowpeas, 
souchet, produce (tomatoes, sweet peppers, other garden vegetables) and onion commodity 
subsectors In order to Increase agricultural produCtiVity In very lucrative commerCial crops without 
saCrifiCing the country's natural resource base 
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Rationale Niger's Informal sector IS the backbone of the country's agrIculture, small and 
mlcroenterprIse sectors As the very nature of the Informal sector connotes, It continually works 
around government and formal sector obstacles S02 and S03 committee members have a window of 
opportUnity to address cntlcal agrIcultural marketing constraints across several commodities In the next 
two to five years How these constraInts are addressed will determine the agriculture sector's 
productIVity In contributIng to future gross domestic productIon The constraInts In questIon are 

* NatIonal seed policy One IS needed (1) to get the public sector out of the private sector's 
domain of producing and marketing hIgh quality, high Yielding seed for commerCial crops, and, (2) to 
dlversl'fy commerCial production through seed multiplication and to create off-farm employment by 
generating commerCial agricultural services (transporting, packaging, marketing) In rural areas 

* Framework to conserve natural resources and to produce and market fertilizers In Niger, once 
Imported fertilizer from Nigeria IS no longer subSidIzed The assumption IS that phosphorous may 
become an option to replace Imported NPK (15-15-15) Such a framework should also Include 
gUidance and diSCUSSion wIth donors to shape their policy regarding creating demand and supplYIng 
fertilizers 

* ConservatIon and storage faCIlities and techniques to capture prodUCtiVity growth In commerCial 
crops Post harvest loss stagnates growth In production achieved through Improved seeds, fertilizers, 
Improved farm practices and the enthusiasm for credit and savings among rural populations Improved 
storage In onion and nlebe, alone, could more than double Income of farmers In Maradl, Zinder and 
parts of Tahoua 

* Market news and Information reportIng on radiO In at least three or four national languages 
InformatIon IS powerl Farmers In Galml reported they sold 100 kg sacks of onions for 2,000 -2,500 cfa 
dUring harvest time on the local market And 130 kg and 140 kg sacks for 4,500 - 5,000 cfa for the Togo 
and Ghana markets The same onions are resold at 20-30,000 cfa In Togo, Ghana and Niger's 
markets Ignorant of the prices and market condItions, the farmers felt they were desperate for money 
and unloaded their stocks Informed about price and market conditions, they might reconSider their 
options 

Rationale Market information, technology, and bUSiness oriented public poliCies are critical parts 
of any commodity subsector If anyone of these elements are In Jeopardy, opportunities for market 
distortions Increase At present, only the cotton subsector IS fully Integrated Whereas market 
opportunities appear good for nlebe and onions on export markets (See commodity case studies) and 
produce on local urban markets, weak commodIty subsectors reduce farmer Income and negatively 
Impact production 

To Initiate strengthening within the above commodity subsectors, It IS recommended that an institutional 
contractor be hired to procure and manage necessary expertise and services to assist In strengthening 
speCific subsectors In five departments The institutional contractor should have experience In 
francophone West Africa In the areas of public and pnvate sector collaboration In commodity subsector 
development Of equal Importance, the institutional contractor should have the capability to draw on 
expertise from the U S food Industry, speCifically commodity and trade assocIations 
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More specifically the responsibility of the Institutional contractor IS to development working relationships 
among the association of "commercants", cooperatives (Union sobs-regional des cooperatives) 
transporters, financial services representatives, chambers of commerce, donor projects and appropriate 
government agencies (OPVN, ONAHA, CA, INRAN, among others) The Institutional contractor will, 
based on the recommendations of the economic assessment team, focus on three specific national 
policy Issues 

The first, a national seed policy that will permit private Investment, management and 
dlssemrnatlon of Improved seeds for commercial crops Public sector agricultural research Institutions 
crucial to technology development and Industry regulatory Issues, Will also be responSible for convenrng 
and reporting all aspects of thiS policy rnltlatlve to the Industry and to the general public 

The second Will be a fertilizer Industry action The action Will be to develop a fertilizer Industry 
marketrng framework between donor projects and the private sector For further detail, see fertilizer 
recommendations above Such a framework Will eliminate market distortions created by well meaning 
agriculture/rural development projects 

The principal responSibilities of the Institutional contractor In these two poliCies Issues Will be 

- To collect and syntheSize the economiC, political and social Interests of concerned parties, In 
order to articulate the Importance of the policy question In clear, Simple terms 

- To do strategic analYSIS of various Interest In order to arrive at consensus bUilding 
- To organize study tours and learnrng opportunities for key players Involved In the policy 

development process 
- To hire expertise to address strategic "thinking" process, that IS, the Inter-relationship between 

finances, human resources, time and the end product 
- To access mediation and facilltatron expertise to rnsure good commUnication among key 

players 
- To put Into place Information management resources to permit key players to make 

rntelllgible deCISions 
- To bring closure to the process 

A second action regarding the fertilizer Industry IS as Important as the market distortion Issue It Will 
entail the evolution of a national, private fertilizer Industry generated from phosphate depOSits In the 
Tahoua Department USAID, at the recommendation of the Economic Assessment Team, Will 
collaborate With national busrness communrty, GON, and other donors to extract, process and distribute 
phosphate fertilizer 

Recommendation 
Medium term actions Return to the ProJet de Developpement des ActiVities Semencleres 
recommendations of 1992 Inrtlate the process of establishing a National Seed Policy to restructure and 
reform the seed subsector ThiS restructuring should Include (1) Strengthenrng relatrons and work 
plans among INRAN, seed production centers and extension services, (2) re-establish natrona I and 
regional committees to Include an even number of public and prrvate sector representatives, (3) 
Withdrawal progressively from production of M2 and M3 seeds While proViding Incentives to Invite 
cooperatives and private companres to fill the seed production VOid 
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Rationale The lack of a national seed policy IS the primary obstacle to a functioning Input market In 
Niger The GON's Inertia regarding ItS roles and responsibility In the seed subsector, precludes private 
sector entry and Investment The GON, Itself, lacks finanCial and Infra structural resources to maintain 
the cereals seed farm In Lossa or the five seed multiplication centers In the departments Current seed 
production and marketing conditions stagnates around failed Investments In the 1970s and 80s They 
did not work then and leaving them In place now Will not make them work In the 1990s 
Immediate or Short term actions (1) Decentralize current seed research and multiplication systems, (2) 
cut costs at multiplication centers and INRAN, by contracting With small farmers the multiplication of M2 
and M3, redefine seed varietal research priorities and market IN RAN'S capacity to proVide seed If given 
enough time, (3) Initiate quality control systems, and, (4) maintain a seed security stock while 
encouraging the creation of privately managed seed security stocks 

Donor and project coordination regarding the process of creating demand and supplYing seeds IS 
reqUired At present, donor and projects are creating a demand for seeds, while small farmers have yet 
to abandon traditional seed production and stocking A rational system for seed dissemination IS 
necessary to aVOid creating short-term, unrealistiC demand for seeds at the expense of strengthening 
traditional, Informal seed subsector 

D Small and Micro-Enterprise (SME) Development 

1 Introduction Importance of Mlcro-enterprlses In the Nlgerlen Economy 

[TO COME] 

2 Methodology 

[TO COME] 

3 Lmkages Between Mlcro-enterprlses and Other Sectors of the Economy 

[TO COME] 

4 SUb-Sector Case Analyses 

GIven the broad scope of SME aCtIVIty, our analYSIS of constramts to SME development IS focused speCifically 
on those areas of SME development whIch have strong lInkages to the rural sector--pnmanly through 
processmg agncultural products our m supplymg needed mputs to agnculture The approach taken here has 
been to concentrate on one sub-sector m some detad, through a combmatlon of lIterature reVIews and field 
mtervlews With sub-sector participants, and to analyze a llITIlted number of other sub sectors m a more rapid 
fashIOn through a lIterature review and a lImited number of mtervlews The sub-sector dealt With m detatl IS the 
peanut OIl processmg subsector. whIch has recently emerged as a major area of actIVity m several regIOns of the 
country Interviews With sub-sector participants were conducted dunng two days of research m Maradl and m 
the nelghbormg Village of Dan Issa In Maradl, a total of 5 women peanut OIl producers were mtervIewed, 
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along WIth 2 peanut mIllers and 1 cookIng 011 wholesaler and a representatIve from an mdustnal peanut oIl 
refmery intervIews m Dan Issa were WIth the manager of the women's peanut 011 cooperatIve and two 
cooperatlve members In addItIon, thIs account relIes heavIly on mformatIon supplIed by the VIce PresIdent of 
the women's' traders assOCIatIon m Maradl who served as the mterpreter for mterviews conducted m Dan-Issa 
and Maradl and who IS actIve m the peanut-oIl trade Because of the small number of partIcIpants mterviewed 
as well as the unsystematlc nature of the sample, the results presented here are not meant to be taken as a full­
blown sub-sector profile--but rather as a rapId "snapshot" 

a Case Study Peanut Processmg 

(1) IntroductIon 

Cookmg 011 consumed m NIger comes form mamly two sources mdustrIally refmed palm 011 from the Cote 
d'Ivorre sold under the brand name "Dmor," and MSE produced peanut 011 that IS produced m both urban and 
rural areas almost exclUSIvely by women The MSE peanut 011 sector has been undergomg somethmg of a 
boom m recent years due to the closure of NIger's only mdustrIal cookIng 011 refmery, SICONIGER m 1989 
and the devaluatIon of the CF A franc WhICh has added to the transport costs of Importmg Dmor 

Indicatlons of the magrutude of the boom m MSE peanut 011 productIon can be seen by comparmg the estlmated 
value added from MSE peanut 011 productIon gIven m a 1987 survey of MSEs conducted by the DrrectIon de la 
StatlstIque WhICh lIsts the total value added for MSE 011 productIon at 601 mIllIon FCFA WIth estImates from 
the current study for 1994 which show a value added from peanut 011 productlon of 802 mIllIon FCFA FIgures 
on Imports and estImated market demand gIVen m Table 4-1 for the last few years also show a gam m market 
share for MSE 011 producers relatIve to Imports of Dmor If anythrng, Table 4-1 probably understates the MSE 
sector's share of the market smce the high levels of Imports relatIve to total market demand m 1991 and 1992 
may mdicate that the CADEG market demand estImates are too low This would mean that the gap between 
Imports and total consumptIOn, which IS filled by MSE productlon, IS likely to be consIderably larger than 
shown m Table 4-1 

Table 4-1 

Cookmg OIl Demand and Imports, Tons 

Year Total Imports EstImated MSE MSE as % 
Market 011 ProductIOn of Total 
Demand Demand 

Peanut 011 Palm and other 
OIls (Dmor) 

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

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

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

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

Source CADEG Erude Flhere Culrures Pluvlales MlIUslere de 1 Agnculrure et de I Elevage Mal 1995 

82 



DRAFT USAID/NIGER Economic Reform and Mlcroenterpnse Program 

11 FIgures are for all vegetable and anunal OlllIDPOru the maJonty of wluch IS compnsed of Drnor 

DespIte the current boom, the medIUm tenn prospects for MSE peanut productIon are uncertam ThIS IS 
because SICONIGER has recently come under new management and IS m the process of gearmg up to begm 
large-scale productIOn of rndustnal peanut 011 after the 1995 harvest season SICONIGER has already begun 
buyrng peanuts and producmg test batches of 011 for market trIals on a modest scale When It begms full 
productIon durrng the 1995/96 season, SICONIGER plans on purchasrng 25,000 tons of unshelled peanuts 
durrng the year ThIs represents XX% of 1994-95 natIOnal productIon and 59 percent of the productIon m the 
Maradl Departement In terms of peanut oil, SICONIGER thIs level of aCtIVIty would translate rnto 10,351 tons 
of refrned peanut 011--or roughly 57 percent of the total market demand 34 Furthermore, If It can operate at full 
capacIty, (an estImated 18,500 tons per year) SICONIGER WIll have the potentIal to Just about meet the 
est1Illated total current market demand for cookmg 011 Although It IS not yet clear how successful the new 
SICONIGER wIll be, It wIll almost certarnly put rncreased pressure on margrns rn the MSE peanut 011 sub­
sector 

(2) PartIcIpants m the MSE peanut 011 sub-sector 

The major partIcIpants m the peanut 011 sub-sector mclude the producers themselves, mIllers and traders The 
roles of each of these groups are profiled bnefly below 

Producers The peanut 011 producers are located m both rural and urban areas rn the major peanut producmg 
regIOns As mentIoned above, peanut 011 productIon IS a women's actIVIty The Team encountered no cases of 
men engaged rn producrng peanut 011 In all the rnterviews conducted WIth women rn Maradl and Dan Issa It 

was clear that MSE peanut 011 productIOn IS orgaruzed along fanuly lmes WIth a seruor woman managrng the 
operatIon and supervlsmg a number of Juruor female famIly members The number of women engaged m such 
uruts vanes from around 4 to 10 The larger MSEs are able to process about two 50 kilogram sacs of peanuts 
per day, Yieldrng from 22 to 26 lIters 

The work of these women IS extremely arduous and t1Ille consummg The 011 extractIOn process has SIX steps 

shellmg, whIch IS done WIth the aId of a mecharucal sheller (decortiquese) whIch the women 
eIther posses or rent from a neIghbor or nearby trader, 

sortmg and threshmg, m whIch the peanuts are separated from the broken shells by tossrng the 
mIXture rn the arr and lettrng the wrnd separate out the peanuts from the lIghter waste matenals 

roastmg, where the peanuts are heated rn a heavy pot over a wood or charcoal frre supplemented 
WIth broken shells, 

grmdmg, rn whIch the women usually take the roasted peanuts to a mIller operatrng a dIesel mIll 
who grrnds the roasted peanuts rnto peanut butter, a few women also gnnd therr own peanuts 
usmg a mortar, but most seem to frnd that the tIme and effort saved by usrng the serVIces of a 
mIller are worth the added monetary expense, 

34 Percentage based on SICONIGERs oil extraction rate whIch they report to be 41% and on a straight lIne extrapolation of the demand estimates In 
table D-X for 1995 which gives a figure of 18 207 tons 
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011 extractIOn, m whIch the peanut butter IS nuxed With water and heated m a heavy pot whIle 
contmually grmdmg the mIxture With a wooden pestle, 

peanut cake fabncatlOn, whereby the women take the concerted resIdue from the extraction 
process, form It mto balls and fry It for sale m the market 

The urban women mtervlewed m Maradl usually obtam peanuts eIther by sendmg a famIly member to 
surroundmg weekly VIllage markets to purchase peanuts or buy drrectly from wholesalers m the Maradl market 
Many women purchase actIvely m rural markets durmg the harvest season, but buy peanuts m Maradl when 
supphes drop and prIces rIse m rural areas Maradl women have also started to purchase peanuts from farmers 
seekIng to sell drrectly to SICONIGER In rural areas women eIther use therr own household productIon 
purchase peanuts from other VIllagers, or buy from traders m neighbonng markets 

Once the 011 IS produced the urban women mterviewed usually send therr daughters to sell It to cookIng 011 
traders m the markets that are held two tImes a week m Maradl OccasIOnally they wIll try to sell as retaIlers to 
final consumers at a pnce that may be 25 CF A above the wholesale pnce paId by the wholesalers but most 
often they sell to the larger traders who group the productIon of the Maradl women mto empty Dmor 200-hter 
drums The pnnclpal by-product of peanut 011 productIOn, peanut cakes, are usually sold to women retaIlers or 
are retailed dIrectly m the market by the producers' chIldren Rural women sell their productIon m theIr 
VIllages, m neighbormg VIllages and m regIOnal centers dependmg on relatlve pnces 

MIllers BeSIdes the women producers, mIller are another category of key players ill the peanut 011 subsector 
These are men (although there IS one female mIller m MaradI) who posses one or two diesel mIlls" which they 
put at the servIce of the women who brmg them sacks of shelled peanuts for grmdmg for a fee of 250 FCF A per 
sack Accordmg to the mtervlews there are currently 32 mIllers m operatIon m Maradl The commonly used 
mIll, WhICh most mIllers purchase m Nlgena, has a capacity of mIllIng about 1 ton of unshelled peanuts per day 
and costs approxlffiately one mllhon FCFA MIllers rarely speCialIze m peanut mIllmg, as they also mIll other 
products such as mIllet and maIZe 

CookIng 011 Traders The last group of actors m the sub-sector are the cookmg 011 traders In Maradl thIS 
group IS compnsed of SIX wholesalers who trade both mdustnal 011 and MSE 011 m the Maradl market and m 
other major towns At the tlffie of the Team's mterviews m August 1995, the Maradl traders were sellmg 
relatlvely small quantItIes of MSE 011 to retaIlers m the Maradl market and sigruficantly larger volumes to other 
traders m NIamey and Tahaoua 
peanut roastmg A schematlc representatIOn of the peanut oil subsector IS gIven ill fIgure 4-1 

35 Based on interviews only a very small number of millers have more than one mill and none has more than 3 mills 
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Table 4-2 
Returns to Peanut 011 Processmg 

Maradl Based Producer 

INPUTS 
Peanut purchase (50Kg sack, unshelled) 
fuelwood purchase 
shelhng 
sorting 
gnlhng 
MI"lng 1/ 
extraction 
cake fabncatlon 
market tax (5 sacks/week, CFA 200) 
TOTAL 

REVENUES 
Pnce per litre 
Oil revenues (@ 13 htres/sack) 
011 revenues (@ 11 htres/sack) 
Cake revenues (10 "tal", @ CFA 155/tal) 

MONETARY PROFITILOSS PER SACK OF PEANUTS 
@ 13 htres/sack 
@ 11 htres/sack 

TOTAL MONTHLY NET INCOME ESTIMATES 
@5 sacks per week, 13 htre Yield 
@10 sacks per week, 13 htre Yield 

NET INCOME PER HOUR OF WORK (13 htre Yield) 

Source Interviews 

Time Input 
(mmutes) 

45 
20 
40 
20 

120 
120 

6 hrs, 5 min 

Monetary Cost 
Input 
(FCFA) 

7,500 
200 
25 

250 

40 
8,015 

575 
7,475 
6,325 
1,550 

1,010 
-140 

20,200 
40,400 

166 

1/ Milling time represents only operational time for processing 1 sack real time spent can be longer 
If there IS a queue 
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(3) Returns to Peanut 011 Processmg and MIllIng 

Returns to peanut 011 productIon are presented below m Table 4-2 The data presented m tlus table IS 
representatIve of an average large-scale producer producmg m Maradi at the tIme of the Team' s nussion 

[INSERT TABLE 4-2 RETURNS TO PEANUT OIL PROCESSING, TAB4-2 WIG] 

A key factor m the profitabIlIty of peanut 011 productIOn IS the YIeld obtamed per sack of peanuts All the 
women mterviewed mdicated that they could get 13 llters of 011 out of a 50 kIlogram sack of good quallty 
peanuts but that If the peanuts were of poor qualIty or too old, the YIeld would drop to 11 to 12 llters GIven 
the current market prIces m force m MaradI, as shown m Table 4-2, productIOn at tlus lower YIeld IS not 
profitable If women suspect that peanuts are of poor quallty or that a sack IS "11ght" they wIll negotIate the 
pnce down by as much as 1,000 francs m order to turn a profit 

Although the returns to peanut 011 productIOn are not spectacular on a per-sack baSIS (12 percent), the abIlIty of 
the women m Maradl to rotate theIr stock IS qUIte hIgh WIth two weekly markets and reSIdent wholesalers who 
WIll buy 011 on off-market days (albeit at a slIght dIscount) the Maradi women have the opporturuty to sell theIr 
stock. several tImes a week Thus even though the women producers m Maradl were only obtammg about a 13 
percent margm at the time of the Team's VISIt, because of the hIgh rotatIOn rate, they could obtam reasonable 
mcome levels In contrast women m rural areas have more dIfficulty rotatmg theIr stock and often must travel 
to sell their productIon 

The general opimon of all the women mterviewed was that current margms were much lower than they were m 
1994 The major reason they CIted for the declme m margms was the often expressed opllllon that, m the past 
year the number of producers had gone up dramatIcally Indeed data collected by CLUSA showmg one 
woman's margms from the VIllage of Babban TapkJ from August 1993 to January 1994 shows her monthly 
margms on peanut 011 productIon fluctuatmg from 15 to 40 percent With an average margm of 25 percent 

Peanut mIllIng also appears to be offer a modest profit makIng potential, although the returns presented below 
are very sensItIve to assumptions about the fmance costs of the mIll GIven the lack of mformatlon about the 
cost of capItal among mformal sector gram mIllers, It IS dIfficult to present frrm Judgments about the returns to 
mIllIng As shown m Table 4-3 at a rate of 18 percent, mIllIng offers a monthly mcome roughly equal to one 
of the larger peanut ll1111ers WIth a cost of capItal twIce that, however, returns are negative 
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Table 4-3 
Returns to Peanut Milling 

Monthly Revenue at Full capacity 
(400 sacks per month @ 250FCFAlsack) 

Monthly Expenses 
Diesel fuel 
Maintenance 
Patente tax 
Sub-Total Cash Expenses 

Amortization of mill (10 year life, 1 million FCFA cost) 
@ 18% P a 
@36%pa 

Net Monthly Income 
@ 18% P a 
@ 36% P a 

100,000 

30,000 
4,167 
2,667 

36,834 

17,752 
29,990 

45,414 
(29,990) 



DRAFT USAID/NIGER Economic Reform and Mlcroenterprlse Program 

(4) Constramts to Improved Peanut Processmg ActIvItIes 

FmancIaI Constramts 

Peanut oIl producers uruforrnly mentlon the desIre for more workIng capItal Although peanut they have lInle 
to offer m the way of collateral, the returns to peanut oIl processmg clearly mdIcate that producers have abIlIty 
to pay back short-term revolvmg credIt loans at the mterest rates applIed by such fmanclal mstltuUons as the 
BRK and CLUSA/SICR--and mdeed even at much hIgher rates Table 4-4 demonstrates the Impact of a 
hypothetIcal monthly loan on the net mcome of a peanut 011 producer drawn from the Maradl mtervIews Tills 
example shows that, WIth a Ime of credIt at 18 percent per year, a producer can take out a loan for one month to 
double therr workIng capItal m order to buy more peanuts and other mputs, payback the pnncipal and mterest at 
the end of the month, and stIll slgruficantly mcrease her net mcome Should she WIsh to repeat the transactIon 
m subsequent months thIs type of loan could eaSIly be converted mto a Ime of credIt to permIt a permanent 
expansIon of the producer's workIng capItal At a yearly rate of 18 percent, the mterest cost does not even 
come close to cancelmg the extra added revenues to be had from mcreasmg the scale of productlon from 20 to 
40 sacks per month In fact, the mterest rate would have to clImb to well over 100 percent per year for the loan 
to become unattractIve to the borrower 
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Table 4-4 
illustratIve Working Capital Loan to Peanut all Producer 

20 sacks/month 40 sacks/month Net Impact 
WIthout Loan With Loan of Loan 

Example of Producer from Maradl 

Input Costs 
Self -financed Inputs 160,300 160,300 
Principal pay-back 160,300 
Interest cost @ 18% P a , 1 month 2,404 

Total Costs 160,300 323,004 162,704 

Revenues 180,500 361,000 180,500 

Net Income 20,200 37,996 17,796 



DRAFT USAID/NIGER Economic Reform and Mlcroenterpnse Program 

DespIte thIS capaCIty to profitably borrow and payback loans, even at hIgh mterest rates, eXIstmg NGO credIt 
programs seem to have not yet accessed peanut 011 producmg women m Maradl m any sIgrnficant numbers 
Sub-sector partICIpants mtervlewed knew of only one case of a woman who had receIved a loan from a NGO 
credIt program (m tlns case It was the BRK) GIven tlns eXlstmg weak penetratIon, extendmg access to credIt m 
the peanut 011 sub-sector should be a hIgh pnonty 

BeSIdes the peanut producers, ITIlllers are also potentIally attractlve credIt clIents who currently operate outsIde 
the realm of current NGO credIt schemes In part tlns may be due to the fmanclal charactensucs of theIr 
operatIOns whIch because of the sIgrnficant cost of the ITIlll (1 ITIlllIon CFA) and Its long lIfe, would be Ideally 
financed WIth medmm-tenn multI-year loans Unfortunately, few NGOs are eager to make such loans DespIte 
these drawbacks, the presence of the ITIlll Itself as tangIble collateral, If accomparued by a substanual reqUired 
down payment should offer enough potentIal secunty to attract fmancmg from potentlal lenders at least for 
mIllers WIth a demonstrated expenence Lowermg capItal costs and facilItatmg ITIlllers t access to financial 
serVIces has at least the potentIal to leverage the perfonnance of the enure subsector by encouragmg greater 
mvestment m mIlls and better up-keep of old ITIllls 36 

TechnolOgIcal Constr3.J.nts 

The technology used m tradItIOnal peanut 011 extractIon IS qUIte slffiple and effectIve The qualIty of the final 
product IS generally recogruzed as bemg supenor to mdustrlal refined OIls There IS lIttle need therefore for 
technologIes to mcrease 011 extractIOn rates or lffiprovmg product qualIty However, the extremely tlffie 
consummg and labor mtenslVe nature of the peanut 011 extractIOn process does create a need for labor savmg 
technology None of the women mtervlewed had the capaCIty to process more than 10 sacks a week--maInly 
because they could not mobIlIze enough labor among therr female relauves to handle any volumes greater than 
thIS 

The ILO/EDF ProJet de FonnatIon Moduialre pour 1 t ArtIsanat Rural (pROFORMAR) has developed a low-cost 
mecharucal peanut 011 press that may be a useful tool for mcreasmg output per urnt of labor The women s 
peanut 011 CooperatIve m Dan Issa has been usmg the press WIth reportedly favorable results Accordmg to the 
CooperatIve manager, the press reduces the tlffie reqUIred to extract 011 from a sack eqUIvalent of peanut paste 
from 2 hours to 20 mmutes whIle also mcreasmg the 011 YIeld by about 9 percent The prototype has not been 
tested WIdely so any Judgments about the fmal utIlIty of tlns press would be premature, but should these figures 
prove to be correct It does appear to have the potentIal to remove labor bottlenecks m what IS the most labor­
mtensIve part of 011 processmg The exact cost of the press IS not certam, It IS stIll at the prototype stage, but 
accordmg to the Dan Issa cooperatIve manger, It should be pnced under 50,000 CFA At thIS pnce It would 
lIkely be a popular InnovatIon among the women engaged m peanut 011 processmg 

To faCIlItate greater use of new technologIes however, the questIon of access to these technologIes needs to be 
more coherently lInked to systems for fmancmg them InexpensIve packages such as the Dan Issa peanut press 
are well Withm the range of most successful women peanut producers These women WIll not heSItate to buy 
technology If It YIelds POSItIve returns WIth mcreased credIt avaIlabIlIty, such packages could be easIly 
prOVIded through the pnvate sector More expensIve pIeces of technology, such as peanut ITIllls, are probably 

36 Dunng Interviews some women In Maradl indicated that particularly dunng the harvest season they could lose Significant amounts of production time 
In queues at the neighborhood peanut millS-indicating that there may be peak load problems that could be resolved With more Investments In mills 
Similarly In Dan Issa women complained about the poor condition of the Village mill to whIch they attnbuted their generally low oil extraction rates The 
team was unable to ascertain whether or not thIS IS a Widespread problem 
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beyond the reach of most producers-- who probably do not have the techrucal and management skllls necessary 
to run commercial nnllmg operatIons anyway However, WIth Improved medIUm term credIt avaIlabilIty 
traders and other busmess people could enter thIs market much more easIly 

Management Constramts 

Although the women engaged m peanut 011 processmg have, m general, had lIttle formal educatIon, the women 
mtervlewed m Maradl had no dIfficulty discussmg dIfferent components of therr cost structures and know well 
what therr productIon costs are ThIs contrasts starkly WIth the often expressed opmton that producers m the 
MSE sector "do not know" when they are sellmg at a loss They also were qUIte knowledgeable about different 
supply and marketmg OptIons aVailable to them and, m general, seemed to be qUIte competent managers In 
contrast the women mtervlewed m Dan Issa, who dId not have a long expenence of processmg peanut 011, dId 
not seem to have the same grasp eIther of therr costs or of marketIng strategIes A useful dIstmCtIOn may be 
made at least based on thIs narrow sample between expenenced and "start-up" MSE peanut 011 producers 
Clearly the Dan Issa women needed the trammg they had receIved from CARE, whIle there IS lIttle need for 
such tramtng among the more expenenced women of Maradl 

However WIth the start-up of SICONIGER and the threats It poses, It IS not clear that the women m Maradl 
possess the management SkIlls necessary to respond effectIVely In partIcular, peanut 011 producers and traders 
Will need assistance m competmg for new markets and m explormg promIsmg avenues for capltalIzmg on MSE 
produced OIl's reputatIon for qualIty m order to protect therr market share from erOSIOn by SICONIGER 
Currently, for mstance there IS lIttle thought to product dIfferentIatIOn among MSE producers as the product of 
any number of different producers IS nnxed and sold m empty Dmor drums As real volumes of SICONIGER 
011 come on the market some producers may find It worthwhIle to try dIfferentIated marketmg strategles--such 
as workmg WIth traders to develop marked brands or new dIStrIbutIOn strategIes However to react m thiS 
manner both traders and the producers Will need to be prOVIded WIth some mttIal strategic and practIcal 
gUIdance 

b Skms and HIdes 

(1) OverVIew of Sub-sector 

The sklns and hIdes are another strategIc sub-sector for NIgenen MSEs ThIs sub-sector IS partIcularly 
Important smce It IS a major area of export aCtIVIty and could prOVIde a vehIcle for encouragmg greater MSE 
penetratIon of foreIgn markets Unfortunately, the sector has been In declIne SInce the late 1980s, as exports of 
N Igenen hIdes to the most attractIve markets have been fallmg and observes agree that there has been a general 
declme In hIde qualIty 

Three major markets eXIst for Nigenen skins and hIdes the European, Nigenan, and natIonal market HIghest 
qUalIty skins have tradItIonally gone to the European market Although as late as the early 1980s, Niger 
exported sigruficant amount of skins to Europe, studIes of the sub-sector uruversally report a fall-off m exports 
to Europe, partIcularly smce the 1989 pnvatIZatIOn and subsequent dennse of both the hIde 
marketmg/processmg parastatal (the SNCP) and the para statal tannery (SONIT AN) 
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Three factors seem to explam the declme m exports to the European market One IS the declme m quahty of 
ludes WhICh has been attrIbuted to the dIsmtegratIon of the mecharusms for collectIon quahty control and 
mdustnal treatment of raw hIdes smce the hqUldatIon of the SNCP WIthout the marketmg channels and 
treatment provIded by the SNCP, few Nigenen hIdes meet the strIct quahty standards of the European market 
The second factor IS SImply the lack of avaIlable fmanclal resources to assemble enough hIdes to make shlppmg 
to Europe an attractIve alternatIve The last, and pOSSibly most Important reason for the declme m lude exports 
to Europe IS that With the hqUldatIon of SONITAN has left Niger WIthout an mdustnal tannery capable of 
producmg the partIally tanned (wet-blue) hIdes that European buyers prefer to buy 

With the dechne m exports to Europe, much of the slack m the market for skms and hIdes has been taken up by 
exports to N Igena In fact, N Igenan tannenes and buyers appear to have flooded the N Igenen market smce the 
demIse of the SNCP and SONIT AN and now purchase most of the skms and ludes produced m Niger Most of 
the hIdes exported to N Igena are tanned m one of the mdustrIaI tannenes m Kano or Sokoto, of wluch a 
slgruficant portIon IS then exported to Europe In thIs way, the value added from tanrung whIch used to be 
captured by SONIT AN and exported drrectly to Europe, has now mIgrated across the border to N Igena 

The last market for N Igenen skins and hIdes IS the natIonal market, wluch IS relatIvely small A 1990 study by 
Abt ASSOCIates estImates that only about 25 percent of NIger's skms and lude productIOn IS for domestIc 
consumptIon Most of the domestIc market for ludes IS from MSE tanners who produce leather of varymg 
quahty for leather craftsman that make sandals bags and saddles Most of these firushed goods are for N Igenen 
consumptIon although a small fractIon IS exported or sold m the tounst market 

(2) Sub-Sector Participants 

The skms and hIdes sub-sector COnsIStS of a number of complIcated steps With a varIety of partICIpants The 
sectIon below bnefly descnbes the roles of vanous actors m the marketmg cham 

Butchers/Slaughterhouses There are two baSIC sources of raw skins m NIger One IS the skIns that are by­
products of supervIsed slaughter of lIvestock m one of the 4 refrIgerated slaughterhouses m NIger (NIamey 
Zmder Maradl and Tahaoua) or from one of the offiCIal many supervIsed Village slaughter slabs The other 
major source of hides IS from the unsuperVised slaughter of lIvestock WhICh occurs Just about anywhere In the 
past slaughter at the supervised SItes was overseen by SNCP representatIves who collected SkIns and threw out 
damage or mfenor hIdes Although lIvestock techruCIans stIll supervIse these sItes, ensunng hIde quahty IS not 
therr prImary task The butchers who buy the arumals are responsIble for the actual flaymg of the skin and sell 
the skins to collectors or sub-collectors workIng for pnvate export traders 

Sub-Collectors and Collectors 

(2) Frwt ProductIOn and Processmg 

Agents and Collectors are mtermedianes who generally work for skins and hIdes traders After receIvmg 
advances from traders they purchase and assemble hIdes from butchers Agents generally crrculate among the 
smaller butchers and the non-supervIsed slaughterhouses For the most part they are engaged by larger 
collectors to whom they delIver therr hIdes Collectors, espeCially the larger ones, generally have regular chent 
butchers to whom they may give advances for the purchase of arumals In the larger supervised 
slaughterhouses, there are usually several collectors, each lInked to a different trader who purchase hIdes after 
slaughter BeSides the SImple assembly functIOn, collectors perform the key tasks of provldmg 1ll1tIal qualIty 
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control (often checlang to see that butchers have not rubbed sand or sugar mto hIdes to mcrease theIr weIght 
and pnce) and m drymg or treatmg the hIdes WIth cheITI1cal preservatIves Collectors work for both Nlgenen 
and N Igenan wholesale traders and, as reported m the GEMINI study on Rural FmancIaI InstItutIons some also 
specIalIZe m facIhtatmg cross-border shIpment of hIdes to Nlgena Collectors m Maradl also report that 
Nlgenan collectors themselves have estabhshed a presence m the Maradl slaughterhouses and often outbId 
Nlgenen collectors 

Wholesale Traders and Exporters Two types of wholesale traders are actIve buyers m the Nlgenen slans and 
hIdes market The fIrst of these are large Nlgenen wholesalers who shIp large quantItIes of hIdes to the 
tannenes m Kano The second type IS composed of wholesalers who arrange theIr own shIpments to European 
markets 

(3) Major Constramts 

Fmanclal constramts 

V Irtually all studIes on the skIns and hIdes sub-sector mentIOn the problem of a lack of fmance m the sub-sector 
The larger traders and collectors generally agree that they could obtam umnarketed slans If they had access to 
more workIng capItal Indeed the shortage of worlang capItal appears to be the srngle most cntlcal constramt to 
an expansIOn of skIns and illdes productIOn 

The declme of exports to Europe and theIr replacement by exports to Nlgena IS, to a certam extent a fmanclal 
phenomenon The sIgrufIcant flow of slans to the Nlgenan tannenes reflects theIr ablhty to supply large 
amounts of workmg capItal whIch flows to theIr own collectors m Nlgenen markets, to Nigenen wholesalers 
and then all the way up the marketmg cham Smce the deITI1se of SONIT AN, WhICh proVIded fInancmg for the 
purchase of SkIns and then exported them to Europe, there IS no longer any comparable source of fmancmg 
located m NIger to fund the purchase of raw skIns for export to Europe The few Nlgenens actIve m the export 
trade to Europe have ongomg relatIOnshIps WIth chents from whom they receIve letters of credIt or loans ThIS 
system WhICh IS based on personal market contacts IS not able, however, to produce anythmg lIke the same 
volume of workrng capItal rnjectlon as was proVIded by SONIT AN dunng Its heyday Furthermore WIth all 
the payments delays and fmancIaI charges mvolved m transferrmg funds between Europe (partIcularly countnes 
other than France) and NIger, It IS not able to match the speed and effiCIency of funds transfer m the mformal 
sector between N Igena and NIger 

Another Important factor whIch lImIts the effiCIency WIth whIch workrng capItal IS used m the SkIns and hIdes 
sub-sector IS the slow rotatIon of workrng capItal Imposed by the weekly market cycle Because agents and 
collectors CIrculate among speCIfIc markets on speCIfIc days, It usually takes them a complete week to make a 
full cycle and exchange theIr hIdes collected for a new supply of funds to make the next week's purchases 

QUalIty control for Indes 

Traders and collectors also decry the demIse of the SCP's role m supervlsmg butchers durmg slaughter m order 
to ensure good skrn qualIty Tills servIce was fmanced through a dIrect tax on hIdes that went to the SCP 
Inspector As tills system IS no longer m place, there IS no authonty that can prevent butchers from addmg 
ImpuntIes to hIdes to mcrease theIr weIght or that can throw out damaged hIdes Not surpnsmgly, qualIty has 
suffered greatly One trader mtervlewed by the GEMINI Rural Fmanclal InstItutIons Team estImated that ten 
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percent of the hIdes he receIves are of unacceptable qualIty Slfllllarly, NIgerIan tannerIes report that thev are 
paymg less for Nigenen hIdes because of mcreasmg quahty problems Exporters to Europe are sometlmes 
reqmred by theIr clIents to pay for mspectIOn of shIpments by the SocIete Generale de Survelllance at the port of 
embarkatIon to control for qualIty, whIch Imposes hIgher costs that are often splIt between the exporter and the 
clIent 

The quahty control problem was CIted as a major dIfficulty durmg the 1992 Maradl semmar on skins and hIdes 
and there have been tentatIves by sub-sector partICIpants to agree on a system for enforcmg qualIty standards 
but as yet ImplementatIOn IS bemg blocked by the lack of agreement among the dIfferent actors (traders 
collectors and butchers) ImplementatIOn of some sort of quality control system at slaughtermg could be 
faCIlItated by the eXIstence of an effectIve busmess aSSOCIatIon among skm and hIdes traders and collectors 
Unfortunately no such group eXISts, as the cooperatIve for skIns and hIdes IS non-functIOnal P 

Enabbng EnVIronment Pobcy Constramts 

Two mam polIcy constramts affect the sub-sector These are 

Cumbersome offiCial trade procedures Although the export lIcenses whIch took up to SIX months to acqmre 
are no longer reqUITed, skIns and hIdes exporters are stIll reqUITed to regIster WIth authorItles m the Chambre de 
Commerce de l' AgrIculture, de l'Industrie et de l'ArtIsanat du NIger (CCAIAN) responsIble for the GUlchet 
Umque and asked to pay fees for statIstIcal forms and to proVIde proof that they are current m theIT membershIp 
fees for the CCAIAN, the CNUT and have paId the patente as an export or Import/export firm Exporters must 
also present proof of havmg fulfilled all these reqmrements to be able to access payments through the bankmg 
system WhIle exporters to NIgerIa can easIly bypass these regulatIOns, those seekmg to export to Europe 
cannot (at least If they plan to use the Nlgenen bankmg system) Therefore, thIs system contmues to dIscourage 
exports to Europe and IS a partIcularly Important barrIer to entry for smaller exporters 

InfleXible labor regulatIOns and an InvasIve regulatory clImate It IS mterestmg to note that when asked 
dUrIng an mtervlew WIth Team members about the feasIbIhty of an mvestment m an mdustnal tannery m NIger 
offiCIals from a NIgerIan tannery expressed the opimon that It probably would be fundamentally sound, but that 
they would not mvest gIven the current regulatory regIme m NIger What they feared most was that once they 
had mvested, they would be forced to request authOrIZatIOns and engage m costly negOtIatIOns for a whole host 
of Items that they regarded as bemg normal busmess deCISIOns, such as puttmg m a reserve electrIcal generator 
or a water tank Indeed, thIS oplDlon was echoed by one of the larger Nlgenen exporters of hIdes to Europe 
who was mtervlewed by the GEMINI Rural Fmanclal InstItutIons Team ThIs trader recounted that he used to 
employ a large staff of agents and sorters, but that when the downturn m exports m the late 1980s forced hIm to 
let go of much of hIs staff, he became embrOIled m arbItratIOn WIth the labor authorItIes that ended up costmg 
hIm sIgmficant amounts of tIme and money Smce then he keeps only a nummal staff and makes the fullest 
pOSSIble use of farmly members as workers 

c FrUit JUices and Processed FrUit Products 

37 I n contrast the butchers cooperative seems to be an effective organization as reported In the 1992 Deloitle and Touche study of the sub-sector One 
wonders whether the lack of progress on the Instrtutlon of a system for quality control may not reflect the supenor organIZation of the butchers vls-a VIS the 
hide traders and collectors 

95 



DRAFT USAID/NIGER Economic Reform and Mlcroenterpnse Program 
[TO COME] 

5 Enterprise Development Constraints and Donor Activities 

a Introduction 

As the above examples show a vanety of factors contrIbute to a poor dunate for pnvate sector development m 
NIger However, the type of constramts whIch are really bmdmg on mdivIdual enterpnses tend to vary by the 
SlZe of the enterpnses and by the degree to whIch they operate outsIde of the scope of government regulators 
(mformal sector) or comply wIth officIal busmess regulatIOns (formal sector) Accordmgly the analysIs of 
constramts to enterpnse development presented here IS dIVIded mto two major parts the fIrst of WhICh dIscusses 
the prunary constramts to Micro- and Small- Enterpnses (MSEs), whIle the second deals WIth constramts facmg 
Small- and Medmm- Enterpnses (SMEs) 

The defirutlon of MSEs adopted here mcludes all mformal sector enterpnses operatmg WIthOut formal 
bookkeepmg that are not subject to offiCial busmess regulatIons goverrung wages labor pohcles and that for the 
most part do not contnbute to the V A T or pay offiCial busmess taxes such as the tax on corporate profits '8 

ThIS category mcludes the vast maJonty of MSE manufacturers and repaIr servIces, on and off- farm rural 
enterpnses taIlors food processors and sellers traders (both small and large-scale) and eqUIpment rental 
enterpnses 

SMEs on the other hand, mclude busmesses that are subject to the formal sector regulatory enVIronment Of 
particular relevance to the rural sector are such enterpnses as Saheho and SICONIGER, that are engaged m 
mdustnal transformatIon of agncultural products In general these enterpnses have more VISIble fixed assets 
keep regular accounts and appear m the offiCIal records (the regzstre de commerce) These enterpnses may 
actually be smaller m terms of gross revenues than some of the larger MSEs, but because of theIr clear 
VISibIlIty they are unable to operate m the mformal sector 

The boundanes between these categones are not always clear cut Some MSEs, WhICh operate outSide of most 
aspects of busmess regulatIon, may well be regIstered and possess all the paperwork reqUIred of formal sector 
firms, partIcularly If they aun to do busmess WIth donor projects and/or NGOs WhICh reqUIre such assurances 
Nevertheless, the dIstmCtIOn between SMEs and MSEs IS unportant, smce the enVIronment and constramts 
facmg SMEs, who are constramed by formal regulatIOns, are qUIte dIfferent than for MSEs that are not subject 
to the same mvaSIve regulatory enVIronment 

ThIS fact that MSEs and SMEs functIon m vastly dIfferent regulatory enVIronments has unportant consequences 
for USAID programs under StrategIC ObjectIve 2 (S02) SpeCIfically, for MSEs, constramts related to the 
polIcy enVIronment facmg pnvate enterpnses are less of a concern than are frrm-Ievel operatlonal constramts 
Consequently, USAID program responses under S02 that are dIrected at MSEs, need to focus squarely on firm­
level constramts For SMEs, however, the most bmdmg constramts are to be found at the polIcy-level 
Therefore a focus WhICh places greater emphaSIS on polIcy reform IS more appropnate for SMEs 

38 ThIS IS not meant to Imply that MSEslInfonnal sector enterpnses do not pay taxes sInce many MSEs do pay the patente tax as well as vanous market 
taxes 
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The whole array of enterpnse development constramts facmg both MSEs and SMEs, as well as the actIVItIes of 
donors besides USAID to address them, are presented m Figure 5-1 The flrst two columns are discussed ill 

this sectIon RecommendatIons and IllustratIve actlvmes are developed ill SectIOn D-7 

97 



J--' 

Constraints 

A. MIcro snd Sm .. onIorprlso Lovel (lnfotTlUll .. ctor, 

Lock of Financing for MSE Actlvl," 

SOfHorm WOfIdng .lpMal 

MetlOO1-Iorm loans 

2. Accnslo hlpro.td T.chrlologJ 

loci< of Iow-cost 'pp'opf1ate lobar emonclng 
technology 

loci< 01 credt lor Ie_SlY aqlisltlon 

Lock of Tochnk:aIy Sk .. d Llbor 

4 Lock of ManagomnllBuslno .. Sk .. 

Unfomlllrtly of •• rt"'41 MSE, with _menials 
or bUsIness managerrd 

lack of ..-.deBlondng among e""ef1enced MSE 
ertreoJenetn of more advanced bustness 
menagerrR princlpole. (pal1lcUer1Y mal1<eIlng 

nnanclll managermllnd oxpol1 mal1<e! dovoIopmenI, 

Lock of Donor Coot_Ion 

Confid. _en various donor SlWOfIod creLlt projed, 

Dt_s for MSE, re .... ng from liuN>'-smslclzed 

and Il-Ilrgeled donor MSE IIsI ..... o eIIarts 

II SJnaI.IhdlUm Enlorpr1so L .... (fotTIUII loctor, 

1 Lock of modkJm.tonn nnonelng 

2 L .. kof~l_ 

Polcyonvtronmoni 
llborpolcles 

BusIness R~lIon 

UnSU'a lind lerue 

Inll!f1l1lllonallrade proco<l.res 

Flgur.5-1 

Ent.rprls. Development Con~ralnts and R,comnMHiaUons 

Other Donor A.llvKII. 

To Addrlss Coostralnts 

MtJllpie donorlNGO credil programs 

with weak coverage of MSE. 

ILOIEDF PROFORMAR and NIGETECH 
project. offe<lng lecl1nology dovoIopmenI 

UItIe donorlNOO modi .... lerm finlnclng 
lor le.1vloIogy Icqlisliion 

Multiple donor lechnclillralning project. 

wIIh poor recrods of $U$lalnobllty 

_nl supply of NOO business Iralnlng 
lfiIIallve. 

SCIHef1ng of donor project. offering Idvanced 

lralnlng or mar1<etlng services 10 smal 0Irnbe~ 

.fMSE. 

Other ~ pIoming IddKlonll mechlnlsms 

Ilrgellng SME ftnonclll needs wlllin Progromme 
Cadre 

other ~ corrrnl\ted 10 providing SME focussed 

managemenllralnlng and soNIc .. tI1der 
Programme Cadi'e 

World Bank liking lead on 

donning poley reform agenda 

ReCORVnfildaUons 
For USAID 

Develop new modefs or finance capabkt of reaching 
wide tinge of MSE (See Secllon E, 

Increase NGO ablity 10 offer medl.l'n lerm loans 
Monllor MSE Ictlvlty Il"<ough ~nlermediarios 

lelve Ipprpriololechnology deVeIoprnenl 

10ilOlEDF 

Increase NGO abllty to offer medll'O term loins 

Develop new modoIs of _alnoble lechnclll 

lralnlng wlich Ifillo eJdotlng MSE c"",,",ence, 

Coniinue 10 SlWOfI ISsocIlUon of NOO business lralnlng 

wrth credrt to start up MSE borrowers 
Encourage !he deVolopmer( of f .... charglng firmslNGOs oflering 

management condlng and mar1<e!lng .......... 10 MSE. 

Plrtlclpale fUIy In GON Programme Cldi'e 

shooJdlhl,lnlIlllive shoW promise of 

becoming I fotlrn for eII.cllvo donor coordination 

Encourage _ donors 10 focus 

aeLlt on IMlnesse, with 
oIrong Inks 10 nol sedor (mainly 

Igro-proco.slng finns) 

Encourage other donor. 10 focus 

SME l.sI.once on buslne,se. with 
strong Inks 10 nol sector (mainly 

ogro-processlng finns) 

Use Non-Project Assistance (NPA) 10 encourage 

reform. wIIh a plrtlculor Impact on SME 

business elmale 

Mako groater offart 10 dlSSemlnalo oconornlc poley ros.lrch 

and encourage Ks .. llzlllon wlllin!he civil society 

BEST AVAILABLE COpy 

llustrall •• 

Actlvill. 

(See Section E) 

Eva""o CARElMlradi EMFP experience 
for po.slbIe Old_on 

Consider I_on of T echnclal Assl.lnce 

10 MSE CoonInailoni UnlI pIonned Irodor Programme Cldre 

Use Prtvolo Sedor Coordnallon CommIII .. ...,. Programme Cldro 
10 _ .... ge oHler ~ 10 0) Incble ...... inIb111y In objocIive. for IheIr 

crd ._e. (II) sellocIrloIogy 10 MSE. rather ilion giving" fNIly and 

011) 10 l.rgeI MSE I.,bloncol_lndvlduols and o"'sling MSE. I. well' 

colecllve "'...." Ind steri"'41 MSE onlropronetlS 

Attlch NPA 10 reform. In 

lobar regoaUons 

buslnesslcenses for foreign finns 

!he "ruche! Unlq.Je for Inlornallonallrade 

Alocale In Iddillonale)Cpltrloielechnclllossistonl 

IQ PASPE 10 provide I........., for completed otudlo, 

produce ~o. for wider constJ'f1)!lon and 10 wort< 
with poIenliel •• kolloldoR In !he civil society 



DRAFT USAID/NIGER Economic Reform and Mlcroenterpnse Program 

b Constramts Facmg MSEs 

USAID's approach to S02 places heavy emphasIs on the promotIOn of rrncro-enterpnses Tlus focus on MSEs 
and the mformal sector IS appropnate for several reasons 

Value Added from MSE Peanut Otl Processmg 

Input Costs (CFA/lIter) 

Peanuts 
fuel wood 
Total Inputs 

Revenues (CFA/llter) 

peanut 011 
peanut cakes 
Total Revenues 

15 
592 

575 
119 

Value Added per lIter 102 

Total 1994 estImated MSE productIon (tons) 7,250 

577 

694 

Total 1994 estImated productlon (lIters @ 922 grams/lIter) 7,863 340 

Total 1994 estImated MSE value added (mIllIon FCFA) 802 

Total 1992 GDP m Modem Agro-processmg sector (rrnlhon CFA) 11 8,700 

MSE peanut 011 value added as percentage of Agro-processmg GDP9 2 % 

11 From "programme cadre du Secteur Pnve" Report June 23, 1995 

MSEs have the potential to make slgruficant contrIbutIOns to econOmIC growth As shown m 
Sectlon D-1, estImates of the mformal sector share of GDP reach as lugh as 74 percent Although no 
fIrm figures are avaIlable wluch would permIt a breakdown of non-pnmary sector value added 
contrIbuted by mformal/MSE sector enterpnses VIs-a-VIS formal/SME sector enterpnses, some 
appreCIatIOn of the overall Importance of MSEs can be mferred from the example developed m thIS 
study of the peanut all sub-sector (shown m the box above) wluch show that, m !lus one sub-sector 
alone, MSE value added amounts to approxImately 9 2 percent of the total formal sector agro-processmg 
value added It IS Important to note that !lus estImate concerns only one MSE sub-sector Although no 
other recent estImates of value added m other sub-sectors was obtamed durmg the Team's mISSIOn data 
from 1987 DIrectIOn de la StaustIque figures reported m the NIger case study of the recent GEMINI 
Report on Rural Fmanclal InstItutIons show value added m several other MSE sub sectors that are well 
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above the 802 mIllIon FCF A value added figure for the peanut 011 sub-sector presented m the box 
below These earlIer figures show value added for MSE butchenes at 5 9 bIllIon FCF A for textIles at 
5 8 blllIon FCFA, for carpentry at 2 3 bllhon FCFA and for restaurants at an ImpreSSIve 69 bllhon 
FCF A GIven the scale of aCtIvItIes m these other MSE sectors, It IS lIkely that the contnbutIon of 
MSEs to value added m both the servIce and manufactunng sectors exceeds the contrIbutIon of formal 
sector servIce enterpnses 

Facdltatmg MSE growth will help reduce poverty m rural areas IFPRI survey results from 1991/92 
of partICIpants m publIc works programs deSIgned to offer mcome earrung opportumtIes to the rural poor 
show that, among the most actIve partIcIpants MSE aCtIVItIes m the form of trade, hostelry, craft work 
and other small busmess actIvItIes proVIded 15 3 of therr total mcome Among more occasIOnal 
partICIpants, the share of MSE-denved mcome was an even hIgher 20 percent 39 FIgures such as these 
show that MSEs play an Important role m provIdmg mcome to the rural poor Furthermore although 
rural mcomes are domrnated by the sale of agncultural products, MSE actIVItIes proVIde an Important 
source of supplemental mcome often commg durmg the off-season when households are most cash­
poor Increasmg MSE aCtIVIty levels m rural areas thus as an Important role to play m reducmg rural 
poverty 

The relative unportance of women as both entrepreneurs and workers IS much hIgher m the MSE 
sector than among SMEs Women playa very major role m Nigenen MSEs Accordmg to 1988 
census figures from the DrrectIon de la StatiStIque, women owned 29 percent of the 130000 
microenterpnses surveyed As shown m the peanut 011 case study certam areas of MSE aCtiVIty are the 
exclUSIve domam of women BeSIdes peanut 011, women are partIcularly dommant m such agro­
processmg actIVItIes as shea butter productIon, omon and tomato drymg daIry product processmg 
cotton spmnmg straw mat weavmg, and beverage processmg They are also run most restaurants m 
NIger and are actIve m artisanal pottery and furruture makrng By contrast female employment m 
formal sector SMEs IS much less frequent 

In order to harness the growth and eqUIty enhancmg potentIal of the MSE sector however the donors and the 
GON need to address several Important constramts mhlbltmg the growth of MSEs These are detalled below 

(1) Fmanclal Constramts 

The lack of fmancmg IS a very real constramt for most MSEs Although vIrtually all MSEs have schemes for 
overcommg the lack of credIt, usually through systems of delayed payments to supplIers or advances from 
customers, these mecharusms Impose hIdden costs by restrlctmg the range of market optIOns open to MSE 
entrepreneurs Freemg MSEs to expand the range of therr commercial posslbllitIeS by separatmg supply and 
marketmg declSlons from fmancmg consIderatIOns wIll help them Improve theIr management effiCIency and 
overall profitabIlIty whIle also permlttmg an expansIOn of the scale of therr actIVItIes Furthermore, the abIlIty 
to offer fmancmg to therr own customers can also be a powerful marketmg tool m a credIt constramed 
envrronment 

In general the need for fmancmg among MSEs can be separated mto two dIstmct types 

39 Cited In World Bank Food Secunty Strategy June 29 1994 
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• the need for short-tenn workIng caPital fmancmg (less than a year) WhICh would allow 

MSEs to 10crease the scale of theIr current aCtIVItleS, and 

• the need for medIUm-tenn fmancmg (one to three years) for costlIer pIeces of eqUIpment and 
new technology to allow MSEs to develop new areas of actIvIty 

Short-tenn workmg capItal credit IS a cntlcal need of many MSEs BesIdes the peanut 011 processmg example 
gIven above the returns to many areas of MSE actIvIty show returns that could support credIt at rates of mterest 
10 excess of the rates charged by most NGO and donor credIt programs ACtlVIties such as the rental of 
agncultural eqUIpment (see box below), food preparatIOn and sell1Og, metalworkmg, carpentry, tallonng 
agncultural Implement manufactur1Og, Jewelry fabncatlon, leather workIng, automobIle repaIr and weavmg all 
exhIbit varIOUS degrees of profitabIlIty that could JustIfy higher use of credIt Although levels of profitabIlIty 
vary between these aCtlVItIes, and all may not be as remuneratlve as the peanut 011 example the spurt 10 
1Ofonnal sector/MSE aCtIVIty over the past few years confrrms the baSIC VIabIlIty of many of these enterpnses 
ThIS general pIcture IS further supported by the high loan repayment rates obtamed by the CLUSA/SICR for 
MSE actIvItles such as peanut 011 process1Og, lIvestock fatterung and petty trade 

Yet despIte the eVIdence of profitable MSE projects and a scattered expenence of hIgh repayment rates from 
several NGO projects and the prolIferation of numerous rural and urban micro-credIt proJects,4ll the reach of 
donor and NGO credIt projects IS very lImIted The GEMINI study on rural financIal 1OstItutIons found that 
very few mdIviduals or MSE frrms engaged 10 agnbusmess actIVltIes had ever benefited from NGO or donor­
sponsored credIt projects SImIlarly, dunng the field work for this report, the peanut 011 producers 10 Maradl 
only knew of one woman who had benefited from a NGO credIt program ThIS reflects the very real dIfficultIes 
of sett10g up effiCIent dehvery mecharusms to analyze MSE nsk and handle credIt transactIons as well as the 
InsuffiCIent supply of loanable funds for the MSE sector relatIve to potential demand Thus, despIte the 
prohferatIon of donor-supported credIt programs targetmg MSE actIVIty there IS stIll a sigruficant need for 
10creased access to credIt among MSEs Progress IS be10g made but It IS stIll IDSufficient compared to the 
needs of N Igenen MSEs 

40 In addition to the USAID WOCCU CARElBRK and CLUSNSICR Projects other major donor initiatives offenng short term mlcro-enterpnse credit 
Include the ILOfEDF PROFORMAR project the soon to be operational Fonds Decentrahses project from the Caisse Francalse de Developpement and 
numerous rural development projects of other donors which Include credit components for Village enterpnse Initiatives Among the major initiatIVes In thiS 
area Include the mlcro-reahsatlons projects of SNV and GTZ the JOint GermanlFrench Gestlon de Terrolrs Project and FAO rural development projects In 
Kelta and N GUlgml In addition to these major donor programs many Nlgenen and foreign NGOs offer limited credit facilities that are supported through 
donor grants 
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Medlum-tenn financmg for the MSE sector IS vrrtually non-exlstent under current donor proJects, yet the 

lack of medlum-tenn fmancmg IS also an Important obstacle Only the ILO/EDF PROFORMAR project 
currently dIsburses loans on a mUltI-year baSIS to MSEs;1 although the BRK also plans to offer multI-year 
financmg The need for longer tenn financmg IS a cntIcal factor preventmg the development of MSEs utlhzmg 
costher technologIes WhICh must be amortlZed over several years As shown m the above boxed sectIon the 
development of technology-dnven rural enterpnses presents a partIcularly promIsmg potentlal avenue for MSE 

Rural Equipment Rental Enterprises Development 

In recent years a number of new rural enterprises have emerged which speCialize 
In the rental of pieces of equipment that are too costly or reqUire larger capacIties 
than IndiVidual households or even Villages can amass The PROFORMAR 
Project has recently financed three motorized grain mills ("batteuses motorlsees") 
In the Madoua region which individual entrepreneurs have mounted on donkeys to 
service various rural locations At 1 8 Million CFA per mill ($3,600), these 
represent expensive Investment Items that are currently being repaid on a three 
year schedule In addition to these three project-supported initiatives, MSE 
entrepreneurs In Niamey have also reportedly begun to purchase the same mobile 
mills, Without any project credit, to reach areas around the capital Besides these 
new mIlls, well established rural enterprises eXist to rent equipment and/or provide 
servIces such as welding for repair of farm Implements and cooking utenSils, carts 
rental to haul crops, fertilizer and water, and animal traction and motorized tractor 
plOWing 

Without access to financing for eqUipment, the development of rental enterprises IS 
limited by the capacity of IndiVidual entrepreneurs to access family funds or self­
finance their Investments, as even Informal sector sources of medium-term credIt 
are qUite rare Increasing the access of MSE entrepreneurs access to medlum­
term financing has the potential to greatly facIlitate the development of these key 
service-providing SMEs In rural areas 

development However, most of these reqUIre mvestments m expensIve pIeces of eqUIpment WhICh few can 
afford and for whIch lIttle fmancmg IS avaIlable through donor/NGO projects The reluctance of NGOs and 
donor projects to offer longer tenn fmancmg IS understandable, smce few have the capaCIty to effectIvely assess 
and manage the added nsks of longer tenn MSE loans Thus developmg sustaInable mecharusms for financmg 
medmm-term eqUIpment loans and strengtherung the capaCIty of NGOs to assess longer-tenn nsks needs to be a 
hIgh pnonty for donor mIcro-credIt programs 

41 PROFORMAR s geographic reach IS also limited to the Niamey Tillaben Tahoua and Madoua regions Important areas such as Zinder and Agadez 
are not covered 
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(2) TechnologIcal Constramts 

The potentIal gams from uulIzmg unproved technology are clear In partIcular, greater access to technology has 
the potentIal to spur MSE development m two unportant ways 

It can contribute to tugher labor productiVIty, particularly m the processmg of agricultural 
products Most MSE agncultural processmg aCtIVItIes utIlIze extremely low levels of technology and 
rely prunarily on mtenslve labor mputs Leveragmg these labor mputs through margmal unprovements 
m processmg technology to achIeve hIgher prodUCtIVIty can help raIse the returns to labor m the MSE 
sector Several examples of potentIally promIsmg technology packages were encountered durmg the 
Team's mISSIon The mobIle mIlls descnbed above appear to offer useful labor savmg servIces to rural 
women In addmon, the recent mtroductIon of a new prototype mecharucal peanut 011 press developed 
under the PROFORMAR Project that IS used by the women's cooperatIve m Dan-Issa may have the 
potential to YIeld supenor 011 YIelds and reduce the tune needed for the 011 extractIon process' 
EffICIency galllS from unprovmg on tradItIonal agro-processmg technologIes WIll also have a partIcularly 
large unpact on the earrung power of women who constItute the core of the agro-processmg MSE 
entrepreneurs and workers Although an mventory and analYSIS of the potentIal of speCIfic labor­
enhancmg technologIcal packages was beyond the scope of work of this aSSIgnment such a study IS 
needed to IdentIfy technologIcal bottlenecks and determIne credIt needs among potentIal technology 
purchasers 

It can alleVIate speCific bottlenecks m strategIc areas of MSE actIvIty Fmdmg solutIons to partIcular 
technologIcal obstacles mhIbnmg new avenues of MSE actIVIty can also help spur rapId MSE growth 
Current technologIcal "bottlenecks" mclude problems WIth solar dryers whIch are preventmg the 
WIdespread dIffuSIOn of unproved food drymg techniques and problems m the preparatIOn of rock­
phosphate based fertIlizers usmg locally avaIlable depOSIts The potential for the use of unproved solar 
dryIng techruques m Niger IS enormous Experunents WIth the productIon of dned meat ("Klhchln) 
usmg solar dryers have YIelded promIsmg results as spOIlage IS reduced and dryIng condmons can be 
more closely morutored to ensure ngorous hyglemc standards and qualIty control at levels reqUIred by 
European and North Amencan markets However, the pOSSIbIlIty for WIdespread dIffuSIOn of these 
techruques are poor at best, SInce the solar dryers used, those developed by the Office NatIonal 
d'Energie SolaIre (ONERSOL), were produced at too hIgh a cost and are too fragIle (because of theIr 
use of large glass plates) to be attractIve to most urban or rural entrepreneurs Introducmg unproved 
dryIng technology could not only help spur the exports of kIhchI, but would also help Nigenen MSEs 
develop dned frUIt and vegetable exports As for rock phosphates, pnor efforts at developmg local 
depOSIts near Tahoua have floundered as farmers have found that, because of Its lIght powdery nature, 
local phosphate fertIlIZer blows away too easIly from the fields after applIcatIOn IntrodUCIng techruques 
to granulate the phosphate, by mIxmg It WIth agglomeratmg substances such as arumal fat or by-products 
from lIvestock slaughtenng could solve thIS problem and encourage MSE Investment m phosphate 
ffillllllg and dIstrIbutIon 

However, despIte the benefits of greater use of technology, use of It among Nigenen MSEs IS very sparmg 
ExplanatIons for the low levels of technology rest on two major factors (1) ItS avaIlabIlIty, SUItabIlIty and pnce 

42 Potential problems With the press Include a reported lower quality of peanut cakes that reduces Its suitability for human consumption Although the 
women Interviewed from the Dan Issa peanut 011 cooperative reported no difference In seiling pnces between peanut cakes produced with tradilional 
methods and those produced with the mechamcal press 
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and (2) the presence of approprIate fmancmg mecharusrns Constramts on each of these levels are dIscussed 
below 

It IS Important not to overstate problems related to the avaIlabIlIty of approprIate technology m NIger, 
partIcularly for the processmg of agncultural products In fact what IS stnkrng m much of the agro-processmg 
sector IS how well certam common pIeces of eqUIpment work and how much people are prepared to mvest m 
them when the baSIC VtabilIty of the mvestment IS clear In the peanut oIl sub-sector, for mstance, there has been 
a rapId growth m the use of peanut grmdmg rmlls used to prepare peanuts for fInal 011 extractlon In Maradl 
accordmg to mtervlews the number of rmlls operatmg m the CIty mcreased from 24 m 1994 to 32 m 1995, most 
of whIch appear to have been purchased by mdIvIduals MSEs from supplIers m NigerIa The dIesel rmlls muse 
are relatively low-technology versatlle pIeces of eqUIpment that can gnnd dIfferent types of grams and run on 
fuels of varIable qualIty WIth good results More speCIalIzed rmlls WIth strmgent fuel qualIty reqUIrements 
would prove too costly to operate and lIkely be non-operatIonal for greater penods of tlme Although thIS IS but 
one example It IS transferable to many other sectors of aCtIVIty where there IS stIlI the potentIal to mcrease rural 
enterprIse aCtlvity by mcreasmg the access of rural people to such common technologIes as anImal tractIon 
plows and tractors anImal drawn carts, weldmg eqUIpment and sewmg machmes 

Encouragmg the adoptIon of these technologIes does not requITe the development or adaptIon of new 
technologIes m the case of such common pIeces of eqUIpment as tractors and anImal drawn carts the 
technology IS well known Rather the mam obstacle to the mcreased dissemmatIOn of thIs technology IS the 
lack of credIt to faCIlItate MSE purchases As such, much of the supposed lack of "technology" m NIger IS 
really a fmanctal sector Issue, not a questIOn of technologIcal engmeermg 

In cases where there are speCIfic technologIcal bottlenecks, speCIfic targeted technology development and 
adaptIon programs are reqUIred In NIger, at present the PROFORMAR project has had some success m 
developmg low cost durable technologIes by brmgmg m expatrIate engmeers and techrnclans to work SIde by 
SIde WIth NIgerIan artIsans to develop experImental prototypes for use by rural artIsans ThIs approach, where 
outSIde expertIse IS marrIed to local know-how and materIals IS lIkely to YIeld better results than more Isolated 
research and development programs At present the technology development efforts of PROFORMAR seem to 
be producmg encouragmg results 43 

(3) Techrucal Trammg 

Many studIes have Identified the lack of techrncally tramed skIlled workers as an Important constramt to the 
development of MSEs m NIger 44 Unfortunately, eXIstmg sources of techrncal trammg are eIther too slow to 
respond to a need for rapId trammg modules, or of dubIOUS relevance Partlcularly for the more techrncally 
demandmg trades such as mecharncal eqUIpment and car repaIT, taIlormg, electrical work and metalworkIng 
eXIstmg apprentIceshIp trammg methods requITe extremely long perIods of servIce before any real skIlls are 
transferred to the apprentice An apprentIce taIlor may work 3 years for a master before touchIng a sewmg 
machme SImIlarly long perIods of servIce are reqUITed m car repaIT and metal workIng MSEs On the other 
hand, techrncal trammg dIspensed by the publIc techrncal hIgh school ("lycee techruque") IS overly theoretIcal 
and trams students to use eqUIpment whIch they may never see m the prIvate sector 

43 The biggest success of the PROFORMAR technology development efforts so far has been the development of a locally produced parabolic antenna 
which have sprung up all over Niamey Since the first prototype was developed PROFORMAR Staff report that at last count there were over 40 different 
MSEs making and seiling parabolic antennas (some albert of dubiOUS quality) In Niamey The PROFORMAR developed mechanical peanut press mentioned 
above also reViewed to above that IS In use In Dan Issa also appears to offer the potential to Increase retums to labor although rt has received mixed 
reviews 

44 See for Instance A Kabore et al p 48 and Ben Fadhl P 32 
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Donor projects and NGOs have made mroads m respondmg to these needs BesIdes the prevIOusly cIted 
PROFORMAR ProJect, donor sponsored lllltiatIves currently offermg techrncal trammg mclude a Lux 
Developpement project to support the Wadata ArtIsanal vIllage (NIamey), the CARE supported Ecole Modeme 
de FormatIon PoIytechrnque In Maradl GTZ sponsored projects targetmg dIfferent categones of artIsans 45 and 
the EDF funded NIGETECH project wruch has not yet commenced operatlons, but wruch IS slated to functIon 
slffillarly to PROFORMAR, but WIth a greater emphaSIS on applIed technology In urban areas 

Unfortunately, even WIth these efforts there IS stIll a major lack of trammg lllltlatIves wruch utIlIZe the 
consIderable competencIes avaIlable among skilled MSE artISans A major reason for thls IS the peculIar 
mcentlve structure created by the Informal sector nature of most MSE actlVItIes In this type of envrronment, 
bus messes cannot add too many skilled workers engaged m productIve work WIthout attractmg unwanted 
attentIon from authOrItIes who WIll appear to ask whether the enterpnse IS current In Its patente payments or 
whether Its level should not be adjusted upward, whether It has paId ItS mandatory dues to the Chamber of 
Commerce, or whether It IS m VIolatIon of eXIstmg labor and commercIal codes These constramts senously 
lessen the mcentIves of MSE entrepreneurs to grow beyond a certam level of aCtlVIty Once they have reached 
thIS level they need only add skilled workers as replacements for normal attritlon Trammg more people at a 
faster rate only adds to the uruverse of potentlal competItors Therefore traditIOnal apprentIcesrup penods tend 
to be long and slow and combme unskilled labor contnbutIOns WIth a gradual acqulSltIOn of techrncal skills as 
the apprentlce gams the trust of hIS patron Although well SUIted to the needs of eXIstmg mdividual enterpnses 
thIS traIrung system IS not capable of producmg large numbers of skIlled workers m a short amount of time to 
mcrease the general supply of techrncians to fuel an mcreased rate of MSE start-up ventures 

(4) Management/Busmess Trrumng 

The need for baSIC management trallllng seems to eXIst mamly among people who are not practIcmg ffilCro­
entrepreneurs but who are for the most part bemg orgaruzed and tramed by NGOs to engage m start-up micro­
enterpnse aCtIVIues For thIS type of audIence, the standard courses offered by most Nlgenen NGOs, WIth therr 
heavy emphaSIS on the calculatIon of break-even pnces ("pnx de revIent") and cost calculatIons are qUIte 
appropnate smce tlus neophyte publIc usually has lIttle grasp of these concepts To fill thls need an array of 
NGOs have sprung up, many of WhICh employ qUIte competent tramers and methods 

Beyond the need for busmess fundamentals there IS lIttle doubt that a small subset of the more dynamIC MSEs 
could benefit from more advanced busmess trammg, pnmarIly focusmg on more strategIC questIOns mvolvmg 
finanCial, marketmg and productlon strategIes Another real need eXIsts m the provlSlon of export market 
development servtces crafts-onented MSEs WhICh have the potentIal to supply export markets Few leather 
workers or woodworkers understand the steps mvolved or have the knowledge of foreIgn markets to developmg 
a regular clIentele of foreIgn buyers 

Wrule there are many NGOs that can help WIth product cost calculatIons and basIC accountmg, there are fewer 
sources to whIch MSEs can tum for adVIce on these more complIcated Issues of busmess strategy Slffillarly, 
whIle there are a handful of donor proJects, such as the Lux Development Project at the Wadata Artisanal 

45 GTZ actually IS currently supporting three projects that offer technical training the PrOjet d AppUi a I Artslanat which offers technical and literacy training 
to broad categones of arttsans the Formation d Apprentls selon Ie Systeme Duel PrOject which trains automobile mechaniCS and the Projet Micro­
Realisation which offers technical training for small scale artisans 

105 



DRAFT USAID/NIGER Economic Reform and Mlcroenterpnse Program 
Vlliage WhICh help craftsmen WIth export marketmg there are no functIonmg consultmg fIrms or speclahsts m 
the export of arts and crafts who can help N Igenen craftsmen not particIpatmg m these projects to access 
foreIgn markets and IdentIfy foreIgn buyers Tills lack of advanced management traInmg capaCIty and export 
development serVIce provIders reflects the basIc shortage of skIlled busmess managers m NIger WIthOut a 
body of people to draw on who have these competencIes, It IS unlikely that these servIces wIll develop m the 
short-run even If there IS a potentIal market among the more dynamIC MSEs 

(5) Donor CoordmatlOn 

One of the most common reframs of studIes lookrng at rural and pnvate sector development m NIger IS that 
there IS a need for more donor coordmatIon WillIe all donor programs could benefIt from mcreased 
coordmatlon tills IS of partIcular unportance to USAID because Its three mIcro-enterpnse fmance projects have 
mtegrated concerns about sustamabIhty mto theIr operatIOns to a greater degree than have the projects of most 
other donors The progress made to date by these projects towards aclllevmg a degree of sustamabIhty can 
however be easIly underIDIlled by other donor projects offermg hIgher degree of credIt SubsIdies USAID 
therefore has a partIcular mterest m pursumg effectIve donor coordmatlon orussues affectmg MSEs 

BesIdes the need for donor coordmatIOn on fInancIal sector programs targetmg MSEs there IS also a need for 
greater coordmatlon of non-fInancIal micro-enterpnse development efforts--particularl) m the area of 
technology provISIon and the targetmg of fIrm-level assIstance In these areas too, there are cases of COnflICt 
between donor projects resultmg from mconsistent targetmg strategIes and/or dIfferent approaches to 
sustamabIhty In fact whereas much progress has been made m creatmg consensus among donors about the 
need for greater attentIon to sustamabIlIty m fmancial sector programs, the state of the dialogue about 
sustamablhty and mIcro-enterpnse development IS much less advanced 

Unfortunately the maJonty of donor and NGO mlcro-enterpnse development efforts result III unsustamable 
projects that often underIDIlle the market shares of eXlstmg MSEs that do not benefIt from donor SubSIdIes 
Many NGO rural enterpnse promotIon projects for mstance offer SubSIdIes to groups that they have orgaruzed 
to aId start-up MSE ventures All too often the approach taken IS to shower benefIts m terms of tra1lllng 
technologv and fInance down on a group of benefIcIanes selected by the donor m the hopes thIS group WIll 
eIther orgaruze a collectIve enterpnse or that many of the mdividuais recelvmg the aSSIstance wIll start theIr own 
MSEs An example of thIS type of approach based on the expenence of CARE ill the VIllage of Dan Issa near 
Maradl IS shown m the box below 

106 



DRAFT USAID/NIGER Economic Reform and Mlcroenterpnse Program 

A Poor Example of MSE Development The Women s Peanut 011 CooperatIve m Dan Issa 

Smce 1993 CARE has been sponsonng the development of peanut ou extracnon In the village of Dan lssa near Marach CARE has 
traIDed over 100 vulage women In peanut ou producnon orgaruzed a Cooperanve embracIng 50 of the women receIving trarnrng 
stanoned a full orne cooperanve adrnIrustrator m the vulage and supplIed a free mecharucal peanut ou press In 1994 ItS first full year 
of operanon the women s cooperanve made up of 50 CARE tramed women produced 13 600 luers of ou-roughly the same volume as 
one of the larger women producers In Maradl At the orne of the Team s VISIt to Dan Issa m August 1995 the Cooperanve was not 
producIng ou SInCe the pnce of peanuts had nsen too hIgh relanve to the pnce of ou for producnon to be profitable The Dan Issa 
women annclpated resummg producnon WIth the next peanut harvest m November 

Desplle the lmuted scale of the Dan Issa Cooperaove s operaoons and Its off and-on producnon cycle CARE has put m a proposal to 
the Afncan De\elopment Foundanon to fmance mvesnnents m equIpment and storage facIlrnes totalIng over $35 000 the scale of whIch 
dwarfs anythmg avaIlable to the non subSIdIZed peanut 011 prodUCIng women 38 kIlometers dIstant In MaradI If funded thIs would gIve 
the Cooperanve 2 peanut hullers 2 mills and 2 motOrIZed presses In addlOon to a $15 000 storage facility By conrrast, among the 
many peanut oIl prodUCIng women In Marach only one possessed a peanut mill (although there are pnvate millers who wIll mill for a 
fee as m Dan lssa) and there are no motorIZed presses operanng at alJ Nor do the women have access to any storage faculOes 

Although the econorrucs of the proposed Invesnnents In Dan Issa are hIghly quesoonable smce there IS lIttle eVIdence that the 
CooperatIve IS prepared to operate on the scale that would be necessary to YIeld posmve rates of return on the planned mvesnnents the 
Importance of thIs Illustranon IS not the speCIfics of thIs case but what It shows about the underJyrng approach of many trucro-enterpnse 
development efforts m NIger of wluch illS farrly typIcal SpeCIfically 

MSE development efforts are poorlv targeted All too often benefiCIary groups for MSE development efforts are selected 
arbmaru) b) N GOs and donors WIth SUperfiCIal analvsls of the underlvmg profitabIlItV of the proposed project or of hoy, II 
wul effect eXlsnng producers In the Dan Issa case although there IS certaInly value In trarnrng women who were not 
prevlOush fanullar WIth peanut ou producnon techruques how to extract Oll It IS hard to see whv a relanvely small 
cooperanve should be favored With large scale subSIdIZed mvestments beyond anythIng yet eXlSnng m the regIOn over other 
MSE operalors who have more solId track records (and poSSIbly more favorable underlYIng cost structures) 

Technol~ IS often prOVIded as a grll wluch does not reqUIre socllllly effiCIent tlSe by reCIpIents for It to Yleld posItIve 
pn~ate returns All too often key pIeces of technolog) are given away to Cooperanves (although much more rarel) to 
IndIVIduals) WIth little or no monetary contrlbuoon on the part of the recIpients Ttus contnbutes to the rnefficlent use of the 
eqwpment SInCe the benefic13ry has no mvestment cost to recoup and cannot make a loss on It It IS SlgIUficant that the Dan 
Issa cooperauve was gIVen the only mecharucal peanut Oll press m the Maradl area winch was gathenng cobwebs at the tune 

of the Team s VISit smce the Cooperanve had stopped producmg untJI the next harvest Even when the Cooperanve was 
producmg however the press was used far under Its capacity Since the Cooperanve members could not produce at large 
enough volumes to fully unllZe It and would not rent It to non members for fear that It would be damaged aI 

There IS a clear preference for assIStmg collectIves, rather than mWVlduaJ MSE entrepreneurs Although organIZmg 
mdl\ Iduals m rural areas to capture econonues of scale m mput purchasmg and crop markenng make good sense In the 
NIgenen context there IS lIttle reason to thmk that collecnves (whether cooperanves vulage assoclaoons or women s groups) 
are effiCIent managers of MSE operanons Yet, many NGO MSE mmanves exlublt clear preferences to working WIth 
collecnve organIZat:1ons VIS a VIS IndiVIdual MSE operators In Dan Issa for Instance although there was already a rrull 
operated as a vulage MSE and used by most women m the vulage the CARE proposal to the Afncan Development 
Foundanon calls for 2 rrulls to be gIven to the Cooperanve When asked why there was a need for more rrulls the women 
CIted complamts about the quahty of the a\ aIlable rrull wluch was reducmg their Oll YIelds Yet, rather than working WIth the 
rruller to see whether obtammg credit to purchase a new rrull nught be a low-cost and sustaJnable solunon CARE sought 
funds to grant outright to the Cooperanve two rrulls that would have to be operated on a large scale commercial baSIS by an 
organIZanon that has shown an unwulmgness to explore the commercial potenoal of a much lower capacIty peanut press 
Slgruficantly the only eXlsnng source of management competence for tins type of enterpnse m the vulage may be dnven out 
of busmess If the proposal IS funded 

aI T1us concern on the part of the Dan Issa women IS understandable Smce the press was prOVide as a one orne only gift from an 
NGO rather than through pnvate sector channels WIth the help of an NGO credit program no sustaJnable system for supplvmg 
replacements or replacement parts has been created 

The fundamental problem WIth tlns approach IS that It creates dIStOrtIOns m the CompetItIve enVIronment whIch 
often contrIbute to the reallocation of eXIstmg MSE actIvIty--mstead of spurrmg real growth m the MSE sector 
BeSIdes the problem of the peanut null alluded to above, much of the VIllage level cereals marketmg aCtIVItIes 

107 



DRAFT USAID/NIGER Economic Reform and Mlcroenterpnse Program 
financed by some donors With grants and subsidIZed loans encourage farmers to take over marketmg functIons 
(and assume greater nsks-- a pomt wluch IS often neglected) prevIOusly fulfIlled by pnvate traders without any 
donor support Although such mterventlons may contribute to enhanced market effiCiency and lugher output If 
they permtt farmers to bypass market tmperfectlons there IS lItt1e eVidence m NIger that such tmperfectIons 
eXIts In the absence of such a market-correctmg ratlonale, rather than producmg net addltIons to value added 
such mterventIons merely mfluence Its distributlon between farmers and traders Thus while subsldIZmg farmer 
cereals marketmg actlVlties may have deSIrable consequences for mcome dIstnbutlon It IS not lIkely to 
contnbute greatly to an mcrease m rural sector economtc growth rates or m MSE value added 

To foster greater coherence and effiCiency m efforts to develop the MSE sector USAID should enter mto 
dialogue With the GON and other donors to raIse a number of Issues wluch are necessary If MSE development 
efforts are to contrIbute to MSE growth that exceeds the rate of populatIOn mcrease In partIcular, two mam 
pomts need to be stressed 

Donors should be encouraged to sell technology to MSE benefiCiaries at somethmg approachmg Its 
market prIce Also, MSE trammg ImtIatlves should reqwre real cost contnbutIons from 
beneficlanes SellIng both technology transfer and trammg aSSIstance has a number of tmportant 
benefiCIal effects 

• It encourages more effiCIent use of technology and tralfllng by basmg theIr allocatIOn on 
theIr margInal utIlIty as perceIved by reCIpients rather than on the pecuhar admtrustratIve 
procedures or plulosophy of the donor/NGO responsible for dehvermg them, 

• It mcreases the motIvatIon of reCIpIents to see that the assistance received IS used 
effectively thereby mcreasmg the lIkelIhood that the aSSIstance Will Yield posltIve 
economic returns, 

• It helps reduce diStortIOns m the cOmpetItIve envIronment between donor supported MSEs 
and those not recelvmg any aSSistance, and 

• It wIll help leverage available funds to reach a larger number of benefic lanes 

Where mcome constramts prevent potentIal benefiCIarIes from makIng reqUired cOntrIbutIOns the 
necessity for the effiCient credit delIvery mecharusms referred to above IS paramount Given the variety 
of donor obJectIves, It IS unrealIstIc to expect all donors and NGOs to adopt Identical gUIdelmes on 
benefiCiary contributIOns for ffilcro-enterpnse development actIVItIes However, there IS defirutely a 
need for greater attentIOn to thIs Issue whIch USAID should be pursumg Jomtly WIth other donors 

MSE promotion efforts must focus on the needs of mdIvldual MSE entrepreneurs as well as 
collectively orgaruzed formatIons If slgruficant progress IS made towards reqUIrmg real contrlbutlons 
from benefiCIarIes of MSE aSSIstance programs, the COnflICt between promotmg mdlvldual or 
cooperatlve enterpnse becomes much less of an Issue By mtroducmg a meanmgful level of pnce 
ratlonmg, NGOs and donors can be more assured that theIr assIstance Will have a POSItIve tmpact 
regardless of whether ItS benefic lanes are mdlvlduals or mutualIst groups Yet m the current 
enVIronment, where few donors sell MSE assistance to benefiCIarIes, there IS lIttle effectIve use of pnce 
ratIorung as a prmclple for targetmg MSE development efforts Thus targetmg of assistance often 
depends more on the phIlosophy of the donor or NGO than the capacity of the benefiCIary to utIlIZe the 
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assIstance effectIvely The collectIve ethos of many NGOs leaves mdividual non-mutuahst MSEs 
outslde of therr field of VISlOn Although there are programs whIch offer assIstance to mdIVIdual MSEs 
(notably PROFORMAR) mdividual MSE entrepreneurs have relatIvely fewer OptIOns for findmg credIt, 
trammg or technologIcal aSSIstance than cooperatIves or other groups Donors and NGOs need to take 
more care to address the constramts of eXIstmg mdividually owned MSEs WhICh are often among the 
leadmg and most dynarruc operators (as shown by the women peanut oIl producers m MaradI) as well as 
those of collectIves that many of them have helped to orgaruze 

c SME CONSTRAINTS 

Although USAID I S strategy for enterpnse development under S02 focuses pnmanly on mformal sector MSEs, 
the development of SMEs must stIll be gIven some attentlOn Creatmg an envrronment that IS more favorable to 
SMEs can help MSEs m two speCIfic ways 

It can foster the development of supply and demand hnkages that create new market opportumtIes 
for MSEs One example of thIs was encountered by the Team on Its VISIt to Maradl where Sabello a 
fruIt processmg company, has expenmented WIth lIl1portmg plantmg matenal and developmg nursenes 
for producmg lIl1proved vanetIes of guava and papaya to proVIde to MSEs from the surroundmg area 
seekmg to lIl1prove therr fruIt tree stock In thIs case, the experlIl1ent met WIth only llIl1Ited success due 
to problems m producmg seedlmgs WhICh proved to be beyond the techrucal abIlItIes of Sabello 
personnel NotwIthstandmg, the potentIal for SMEs, partIcularly m the agro-processmg sector to foster 
new demand that can be supplIed by MSEs IS very real 

It can mcrease the lIkelIhood of firms "graduatmg" from MSEs to SME status In the current 
enVIronment WIth ItS consIderable array of poor polICIes that constram SME development It IS 
extremely dIfficult for the more dynamIC MSEs to expand therr aCtIVItIes so that they grow mto SMEs 
Many enterpnses prefer to operate below a certam threshold of VISIbIhty, thereby aVOldmg a whole 
array of busmess regulatlons, restnctIOns, taxatIon and exactlons WhICh they can escape by remammg at 
the rrucro-Ievel Unfortunately the benefits of InformalIty also come WIth real costs MSEs, for 
Instance, fmd It qUIte hard to grow to capture scale econorrues that would perrrut them to JUStIfy 
mvestments m more SOphIstIcated technology that rrught eventually lead to lower umt costs They are 
unable to use telephone lmes and faxes to remam m touch WIth market developments beyond theIr local 
areas They are not seen as senous candIdates for credIt from formal sector banks TheIr market 
Optlons are often lIrruted by the avaIlabIlIty of trusted (often famIly) personal relatlOns networks ThIS 
senously mhIbitS therr abIlIty to expand and penetrate new markets where they may not have the 
necessary personal links 

The sectlon below bnefly descnbes the fmancIaI and managenal constramts to SME development and goes mto 
more depth on the polIcy level constramts The reason for the bnef treatment of SME finance and management 
Issues IS not that these are not lIl1portant questlOns, but rather that they are areas where other donors and 
programs are already engaged or are planmg on makmg sigruficant mterventlOns, so that they do not seem to be 
npe areas for USAID mterventIons In addltlon, whereas USAID has consIderable expenence m mlcro­
enterpnse and fmanclal Issues m NIger, It has not been partIcularly actIve m the realm of formal sector 
enterpnse development, m wluch other donors, partIcularly the French, have a much longer expenence record 
On the other hand, USAID has played an lIl1portant role m the polIcy dIalogue on Issues affectmg the pnvate 
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sector and can stIll play an unportant role m creatmg momentum on key polIcy Issues Thus Issues related to 
the polIcy enVlfonment for SMEs are gIven more attentIon 

(1) Fmanclal Constramts 

Just as there IS a problem of access to credIt among MSEs, there IS a smnlar problem at the level of SMEs The 
conservatIve lendmg polIcIes of commercIal banks m NIger severely restrIcts the supply of credIt to SMEs-­
partIcularly for medIUm-term fmancmg and mvestment m eqUIpment The lack of a functIorung capital market 
also severely restrIcts the supply of eqUIty capItal, whIch IS almost always prOVIded through pnvate mvestors 
and famIly sources 

Given the reduced role of the commercial banks m fmancIng almost anytbmg beSIdes trade credIt, the major 
plaver m SME fInance In NIger IS the EDF supported AFELEN project whIch IS actIvely lendmg to SMEs, 
although It too has adopted a relatIvely conservatIve polIcy and tends to lend more to well establIshed SMEs 
than to more nsky start-up ventures 

Several donor projects are currently m preparatIon that should help mcrease the supply of fmancmg avallable to 
SMEs In partIcular, the World Bank IS consIdenng opemng an "APEX" lIne of credIt to Niger to support 
Investments In SMEs at hIghly conceSSIOnary terms ThIS Instrument could proVIde banks With an attractIve 
refinanCIng faCIlIty to support mcreased lendmg to SMEs In addItIOn, the EDF IS also studymg the pOSSIbIlIty 
of settIng up a new guarantee fund for AFELEN to gIve It the capaCIty to Increase the scale of Its operatIons 

(2) Management ConstraInts 

The lack of skIlled bUSIness managers IS an unportant constraInt for N Igenen SMEs Dunng many mtervIews 
WIth bankers NGO and project personnel the opmIOn that NIger lacks both a core of bUSInessmen tramed In 
modern management techruques and a supply of natIonal entrepreneurs who are ready to Invest m formal sector 
bus mess ventures 

In addItIon, although NIger has a number of management consultIng frrms to servIce the SME sector, most of 
these have a lIrruted capaCIty to prOVIde serVIces that extend beyond accountmg and finanCIal audIts The 
Chambre de Commerce, d'Agnculture, d'Industne et d'AntIsanat du NIger (CCAlAN), lIkeWIse, does not have 
the expertIse or resources to proVIde help to SMEs In need of managenal aSSIstance ThIS leaves N Igenen SMEs 
WIth few places to turn to for adVIce on OptIons for fInanCIng or new market development 

To address thIs lack of managenal expertIse, the Mlfllstere du Developpement Industnel, de Commerce de 
I ArtIsanat et du Tounsme (MDICAT), under ItS "Programme Cadre de PromotIOn du Secteur PrIve" lflltIatIve 
(hereafter referred to as the "Programme Cadre") IS plannmg for the creatIon of a SME ASSIstance Urnt whIch 
wIll be operate Independently of the Mlfllstry as a servIce proVIdIng urnt WIth expatrIate and natIonal techrucal 
aSSIstants charged WIth proVIdIng 

• support to management consultIng frrms workIng WIth SMEs, 

• dIrect management consultmg servIces to SMEs, 

• InformatIon on foreIgn markets, and 
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• help lmk SMEs wIth sources of fInance and WIth help on the preparatIon of specIfIc bUSIness 
plans 

Although no donors have yet agreed to fInance this urnt, It IS hkely the French wIll provIde fundIng as well as 
the expatnate techrucal assIstance Although It IS lughly unlIkely that this IDltiatIve alone wIll be sufficIent to 
resolve all the management expertIse constraInts faced by SMEs, should It come to fruItIon It wIll be a step In 
the rIght dIrectIon 

(3) Constramts 10 the Enablmg SME Pohcy EnVIronment 

The major barrIers to SME development he In the very constrammg polIcy enVIronment m wluch formal sector 
enterprIses operate In NIger These are brIefly outlIned below 

Labor Market RegulatIon 

The bIggest SIngle polIcy constraInt to the development of SMEs In NIger IS almost certaInly the perSIstence of 
an extremely onerous set of labor market regulatIons wluch dIscourage employment and mtroduce rIgIdItIes mto 
the labor market WhICh constram formal sector enterpnses abIlIty to ratIonally manage theIr personnel For 
example vITtUally every dIagnOStIc study lookmg at the enablIng enVIronment over the past 5 years has SIgnaled 
the need for radIcal changes In N Igenen labor market regulatIons 46 

In partIcular most observers are m agreement over a number of facets of the system of legIslatIon and 
regulatIon goverrung the N Iglenen labor market that stand m the way of SME development These are briefly 
summanzed below 

The monopoly of the Servlce de la Mam d'Oeuvre (SMO) on the recrwtment of all prIvate sector 
employees Currently, all private sector fIrms are requIred to hrre only personnel that are regIstered WIth and 
selected by the SMO All employers are reqUIred to seek pnor approval or at least notIfy the SMO of all job 
announcements Job apphcatIons receIved by prIvate fIrms are also requIred to be transferred to the SMO, who 
alone has the right to deCIde on the SUItabIlIty of mdividual candIdates for the proposed post To match people 
WIth jobs, the SMO IS supposed to attrIbute avaIlable posts to the qualIfIed candIdate who has been regIstered 
the longest WIth the Servlce--essentIally preventmg prIvate sector frrms from executmg theIr own personnel 
declSlons 

Pnvate employers report varymg levels of rIgor m the applIcatIOn of these procedures dependmg on 
geographIcal locatIOn In NIamey, some employers report that they can commurncate WIth the SMO and, as 
long as the employees they WIsh to hrre are regIstered correctly, they are usually able to hrre them In MaradI, 
however, the dIrector of one of the agro-processmg enterprIses mterviewed expressed great dIspleasure WIth the 
local SMO that was preventmg hlm from hrrmg some former mterns because they had InsuffiCIent longevIty on 
the SMO rolls Employers complam of frequent abuses and subverSIOn of the process, as the SMO has 
considerable dISCretIonary power to Impose candIdates on enterprIses Even WIthOUt any abuses of the formal 

46 A short sampling of studIes whIch have underlined the need for a reform of labor market regulattons Include the J E Austtn MAPPS Phase II Pnvate 
Sector Descnptlon June 1991 the final report from the UNDP/UNIDO sponsored 'Table Round sur Le Secteur Pnve June 1993 and Abdou DJlbo and 
Barhounl Mallkl polrtlques et mesures de promotIon du secteur pnve bllan et perspectIves UNDPIUNIDO February 1993 
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rules goverrung the process however, the abIlIty of enterprIses to make theIr own personnel selectIon chOIces IS 
senously Impeded under thIs system Efforts to promote mvestment and encourage the graduatIon of Informal 
sector enterprIses to the formal sector are unlIkely to meet WIth much success whIle thIS system eXISts 

Rules governmg the dIsnnssal of workers for econonnc reasons Employers wIShmg to reduce theIr 
workforce m order to cut personnel costs must make an applIcatIon to the InspectIOn du Travall whIch spells out 
the fmanclal SItuatIon of the enterprIse WIth balance sheets from the last three years, a lIst of all employees 
broken down mto foreIgners and NIgenens, a lIst of those employees subject to Job cuts and an opmIOn from a 
representatIve of the employees ForeIgn workers are requIred to be cut first The InspectIOn du TraVail IS 
charged to make a rulmg on the applIcatIon whIch IS then approved or dIsapproved by the MmIster of Labor 
The delays mvolved m thIs procedure Impose heavy costs on employers, as there IS no mandatory penod by 
whIch the InspectIon du TravaIl must Issue a rulmg In addItIon, the pOSSIbIlIty of refusal places enterprIses 
facmg serIOUS econOmIC downturns m perIl of bankruptcy 

Reqwrements that overtlD1e labor be approved by the Inspectzon du Travm[ To get authorIzatIon to 
schedule overtIme hours employers must request and authOrIZatIOn from the InspectIOn du Tra~'all The 
InspectIOn du TraVail IS reqUIred to consult the labor uruons actIve m the relevant labor category WhICh must 
Issue a Judgment on the request WIthm 8 days If the uruons faIl to Issue a Judgment or respond favorably the 
applIcatIon IS supposed to be approved by the InspectIOn AuthOrIZatIOns are only valId for a penod of 6 
months and cannot exceed 8 hours per week of overtIme per worker 

InvasIve workplace regulatIOns Personnel of the InspectIOn du TraVail are authorIZed to enter the workplace 
at any tIme WIthout prIor notIficatIon to check for VIOlatIOn of health, safety and labor codes All enterprIses 
must be mspected at least 3 tImes per year Although thIs IS a common feature of developed country labor 
market regulatIon, m NIger, where the IllIteracy rate IS at least 72 percent and where the texts goverrung 
workIng COndItIons are complIcated and not well publICIZed, the potentIal for corruptIon IS qUIte strong 
Furthermore health or safety code InspeCtIons are often used as excuses to look for unauthonzed employees not 
hIred through the offiCIal system Rather than fight these contmual battles, many enterpnses SImply prefer to 
remam m the mformal sector 

RestrIctIOns on ForeIgn Investors and Employees 

Busmesses whose eqUIty shares are more than 50 percent held by foreIgners are reqUIred to obtam a busmess 
lIcense (autonsatIOn d'exerclse) before they are allowed to set up operatIons ApplIcatIOns are made to the 
Mlruster of Commerce for firms operatmg m NIamey or to the RegIOnal Prefets for firms outsIde of the capItal 
The fIrst lIcense IS valId for a perIod of 5 years, after whIch another applIcatIon must be submItted After the 
first renewal, lIcenses are renewed every 10 years 

The paperwork reqUIred for these lIcenses, whIle lengthy, IS not a major problem for foreIgn busmesses Most 
of the paperwork IS deSIgned to make sure that the busmesses are current m all theIr tax payments and are m 
confOrmIty WIth NIger's SOCIal securIty system However, the very eXIstence of thIs lIcensmg system, where no 
foreIgn company can be sure whether or not It WIll be permItted to operate m five or ten years IS a powerful 
dlsmcentIve to foreIgn mvestment Although current regulatIons ensure that applIcatIons for renewal are 
automatIcally accepted If no response IS gIven by the admmIstratIon Wlthm 45 days, the pOSSIbIlIty of a refusal 
IS StIll present 
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The long delays and unclear decIsIon-makIng process mvolved m the attrIbutIon of the lflltIal hcense IS probabJ\, 
even more dIssuaSIve In the case of Sabeho and DHL obtammg the lilltIal lIcense took over a year In a world 
where competItIon between countrIes for foreIgn mvesttnent IS becommg mcreasmgly fierce there IS a clear 
need for a more transparent system wluch gIves mvestors greater assurance that they WIll not meet WIth 
adm1lllstratIve delays and that, once accepted theIr mvesttnents are secure 

In addItIOn to the busmess hcensmg requIrement, NIger's attractIveness to foreIgn mvestors IS senously 
weakened by stnct rules on the employment of foreIgn personnel To legally employ a foreIgn worker an 
employer must fIrst obtam a work VIsa Tlus requrres an applIcatIon to the SMO wluch exammes the dOSSIer 
and transfers It to the DrrectIOn du TravaIl m the Mlillstry of Labor A second consIderatIOn of the request IS 
made before fmal transmISSIOn to the M1lllster of Labor who makes the final deCISIon and sends the dOSSIer back 
to the SMO to Inform the employer Tlus whole process IS often extremely tIme consUmIng 

The SMO often eIther rejects requests for the employment of foreIgners by suggestmg a replacement candIdate 
who IS Nigenen, or stIpulatmg that the foreIgner be lured on a temporary contract to be replaced wIth a 
N Igenen after a specIfic delay GIven the general shortage of skIlled manpower m NIger partIcularly m the 
area of busmess management, the obstacle course set up m front of employers wantmg to lure foreIgners IS a 
sigruficant obstacle both to foreIgn mvestors and to domestIc SMEs 

Unsure Rural Land Tenure 

The grey area flowmg from the lack of formal land tItlmg m rural areas and from the comcidence of varIOUS 
tradltlonal and modern conceptIons pf collectIve and mdividual property and land use rIghts has long been 
recogruzed as a serIOUS obstacle to mvestment m rural areas and to a more ratIOnal use of natural resources 
The recent GON lflltIatIve to create rural Property COmrruSSlOns (CommlsslOns Foncieres) composed of local 
admirustrative authorItIes tradltlonal cluefs, and techrucal experts from the office of the Rural Code to 
adjudIcate land dIsputes and actually allocate WrItten formal tItles to mdividuals represents an ambItIOUS attempt 
to resolve thIS problem 

However It IS 1Illportant to recogruze that thIS the process bemg set m motIon at thIs moment IS unlikely to 
produce tangIble results m the near future The extremely complex and polmcally sensltIve dOSSIers that the 
Property COmrrussIOns wIll be charged WIth resolvmg WIll likely take years to resolve The IrutIaI expenences 
of the most advanced ComrrusslOns m MIITIab an~ Mame-Soroa wluch have been fmanced WIth help from the 
Darush aId agency show mIXed results The CommISSIon m Mame managed to Inscnbe very few cases on Its 
rolls, whIle the CommISSIon m Mrrnab had somewhat more success In any case the COmmISSIOns face serIOUS 
obstacles such as 

• a lack of clear legal precedents and dIrectIons to serve as gUldelmes, 

• a cOmpOSitIOn too heavIly weIghted towards admInIstratIve authorItIes WIth the attendant rIsk of 
appearmg non-legIt1Illate, 

• a serIOUS lack of tramed personnel and matenal to carry out the relatIvely complex adffilmstratIve 
tasks assocIated WIth adJudIcatmg scores of complIcated dOSSIers, and 

• the mcomplete state of rural land surveys and techrucal analyses of land-use potentIal 
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Thus wlule the wIll of the GON to resolve thIs long standmg Issue IS certamly present, there contmues to be a 
senous need for support for the process of rural land dispute resolutIOn 

Burdensome International Trade Procedures 

Although export and lffipOrt hcenses were offiCially abolIshed m 1986 the procedures set up to replace them 
stllllffipose heavy costs on enterpnses engaged m mternatIonal trade In particular the "One-Stop Wmdow" or 
GUlchet Umque set up wlthm the CCAIAN to streamlme export and lffiport procedures and centralIZe trade 
statIstiCS probably does more to discourage mternatIOnal trade or at least dnve It mto the unrecorded mformal 
sector, than It does to promote It or record It 

SpecIfically, the GUlchet requrres all frrms desrrmg to Import or export to go through a complIcated two-step 
procedure and pay fees wluch as pomted out by the MAPS Phase n survey, total more than the export hcenses 
reqmred before the abohtIOn of export taxes To be ehglble to lffipOrt or export any merchandise mcludmg raw 
agncultural products a frrm must first apply to the GUlchet office m Niamey, or to one of Its regIOnal offices 
for an IdentIficatIon number wluch serves to open Its fIle and IS vahd one year to be renewed annually Thus 
to get a number firms must present each year 

• proof that they are mscnbed on the rolls of the Regzstre de Commerce as export lffipOrt, or 
export-Import tradmg frrms 

• proof of havmg paid the patente for the current year as a registered export, lffipOrt or export­
lffipOrt tradmg frrm (mlIllI11um payment of 435 000 CFA) 

• proof that they have paid therr current year dues to the CCAIAN (IDlIllI11um payment of 75,000 
CFA), and 

• proof that they have paid the reqmred annual fees to the Consell N Igenen des Utlhsateurs des 
Transports (CNUT) (IDllllffium payment 30,000 CF A) 

Once all these papers have been presented, the firm IS Issued an IdentIfIcatlon number To actually lffipOrt and 
export merchandise, It then embarks on a second round of adrmrustratlve procedures by applymg to the GUlchet 
for a statlstlcal registratIon forms (fiche d'enreglstrement statzstzque) on whIch ItS actual exports and lffipOrtS 
Will be recorded Fees associated With these operatIOns mclude 2000 CFA for purchasmg the forms, one of 
which IS requrred per product traded, and fiscal stamps totalmg 6,000 CFA for trade operatIons wIthIn the 
Franc Zone and 9,000 CFA for operatIons With countries outside the Zone Thus total costs at thiS stage 
amount to 8 000 to 11,000 per product traded The statistIcal registratIOn forms are valId for 6 months If the 
operatIons they sanctIon requrre foreign exchange transactIOns at a bank (they must be presented to the Bank for 
to receive payment or send funds to the suppher) and for 3 months of the transactIOns are settled m cash Three 
month extensIOns are granted for 1,000 CFA Once the statIstical registratIOn forms have been Issued, the frrm 
presents them at the customs posts when the goods cross the border and quantitIes and product types are 
venfIed 

The costs of these operatIOns, both monetary and m tIme and effort are considerable The IDllllffium total cost 
for legal tradmg m only one type of product, once the oblIgatory patente, CCAIAN and CNUT fees are added 
m IS 548,000 CFA and even thIs would not be suffiCient for a whole year and would requrre multiple tripS to 
the GUlchet to apply for extensIOns and new statistIcal forms WhIle techrucally, all firms are requrred to pay 
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the patente and CCAIAN fees anyway, many enterpnses manage to aVOId these fees or pay the patente m 
categones WIth a lower nurumum rate than the 435,000 mmnnum for export-tffiport tradIng fInns Thus m 
realIty the margmal cost of complYIng WIth these regulatIOns IS qUIte lugh for most fInns--particularly smaller 
ones or occasIOnal exporters or nnporters As of June 1995 a total of only 166 fInns were regIstered WIth the 
GUlchet as legal exporters or nnporters 

Of course only a fractIon of NIger's mternatIOnal trade passes through the GUlchet Umque system GIven the 
adffillllstratIve complexIty of these procedures and the costs assocIated WIth them, tlus IS hardly surpnsmg The 
only pOSSIble reason for the GUlchet's eXIstence IS to collect statistiCS on trade, although It IS also supposed to 
promote exports, and Indeed It does pubhsh a quarterly bulletm of trade StatiStICS However the value of these 
StatIStICS, wluch fall to capture any mformal cross border trade, IS extremely dubIOUS and duplIcate statIStICS 
collected by the Customs ServIce (DIrectIOn Generale des Douanes) Thus there IS lIttle JuStIfIcatIOn for the 
GUlchet as a pomt for the collectIOn of trade data 

Busmess TaxatIon 

Although there are many Op1Illons about what IS wrong WIth NIger's tax system sparked by the current severe 
fIscal cnSIS, most observers agree that the country suffers from a too narrow tax base concentrated In a 
depressed formal sector As a result of thIS narrow tax base, many belIeve that the tax burden falls too heavIly 
on formal sector enterpnses WIth a stIflIng effect on therr growth prospects Busmesses also complam about 
the prolIferatIon of dIfferent taxes WhICh must be calculated separately and nnpose extra costs and occupy 
management attentIon 

Although fIgures on tax payments from the mformal sector are, by def1Illtion hard to come by there IS general 
agreement that the way to WIden the tax base IS to Increase collectIOns from the mformal sector ThIS VIew 
amounts to an nnphcIt recogrntIon that the number of MSE enterpnses paymg the major mformal sector tax--the 
patente-- IS smaller than what It should be Indeed there IS some eVIdence to support tlus VIew A recent 
survey of IndIVIdually owned non-Incorporated busmesses completed by the CCAIAN WIth the aSSIstance of the 
USAID ProJet d'Analyse et de SUlvie de la PolItIque Econoffilque (PASPE), shows that only 582 out of the 955 
busmess who agreed to proVIde mformatIon on theIr patente payments reported that they actually paId the 
patente StIll before fIrm Judgments can be made about the scope for mcreasmg taxatIOn on mformal sector 
busmesses there IS a senous need for better data on the mCIdence of taxatIOn on vanous categones of 
busmesses--wIthm both the formal and mformal sectors 

6 VALIDATION OF MISSION STRATEGY 

Two nnportant assumptIOns are nnphclt If the approach that USAID has taken m S02 IS to lead to sigruficant 
growth In the rural sector 

• acceleratmg growth In both prnnary sector agncultural productIOn and the MSE sector when 
taken together, wIll lead to an overall rural sector growth rate supenor to the three percent rate 
of populatIon growth 

• MSE sector growth can be accelerated most effectIvely by expandmg access to finanCIal servIces 
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Each of these assumptIons can be questIoned The followmg sectIon exammes each assumptIon on the baSIS of 
eVIdence already presented QuestIon 1 focuses on role of the MSE sector m the first assumptIon (as the 
questIon of the potentIal for growth from agncultural productIon has already been dealt WIth m Part B of thIS 
report ) QuestIon 2 exammes the second assumptIon 

QuestIon 1 Do MSEs really have the potentIal to make a slgmficant contnbutlOD to economic growth? 

On the surface there IS no unmedIate reason to suspect the MSE sector has an lITlportant role to play m overall 
economIC growth As has been noted above, polIcy barrIers stand m the way of the graduatIon of MSEs mto 
larger-scale enterpnses Many MSE aCtIVItIes are done on a part-tlITle baSIS when other demands on labor 
(mamly crop productIon) are low--suggestmg that MSEs are a resIdual aCtIvIty to be engaged 111 when no 
alternatIves are avaIlable 

However despIte the lack of opportunltIes for the graduatIOn of MSEs and the part -tlITle nature of many rural 
MSEs strong eVIdence eXIsts to show that MSEs do mdeed play an extremely Important role m contrlbutmg to 
manufacturmg and servIce sector GDP As shown m sectIon D-5, the 802 mIllIon FCFA value added from the 
peanut od sub-sector alone amounts to almost 10 percent of total formal sector agro-processmg value added and 
other sub-sectors of MSE actIVIty make much larger contrIbutIons to GDP Once all these other sub-sectors of 
MSE aCtIVIty are factored m It becomes clear that the maJonty of manufacturmg and serVIce actIVItIes 111 NIger 
are carned out by MSEs Thus the MISSIOIi s stra~.9LJQ.Sl!.sII!~~01l...nucJ:Q-leyel.enteIPn~s as a key 
leveragmg pomt for mfluencmg econc~mIc grQwth ls-~thorougbl)!'JatlOnal Tills _~_ where the villue-Jidded and 
ente~--=---~~ 

... mvm 

One 1111portant caveat IS needed here To leverage MSEs to produce sIgruficant econoffilc growth It IS crucial 
that mterventIons to remove MSE constramts reach a large number of MSEs Because the contnbutIon of 
any mdIvIdual or even small group of MSEs IS qUIte smalf,~ sIgruficant qgrowth can only be achIeved If there are 
lITlprovements 111 the ..Q~J:Q.tm~nvlfonment for a large number of MSEs ThIS has lITlportant ImphcatIons for 
the design of finanCIal sector mt~ention'S~uooer St1L'-""Efforts such as those depIcted below m SectIon E, that 
seek to realIZe a sIgruficant mcrease m the outreach of fmanclal serVIces to MSEs through the mtroductIon of 
self-financmg finanCIal InstItutIOns that can mobIlIZe savmgs, can make a very real contrIbutIon to econOffilC 
growth preCIsely because they have the potentIal to reach a large number of MSEs In contrast, ~l 
mcreases m fundm,g Jor~nQn-S:I,l~Jnable lma!l~IaI InstItutIOns that only reCIrculate what they are gIven by the 
doiiOrSare~uiiIlkefy ..JiLspark..slgmfkant Im~..ep1ents m these InstItutIOns I abIlIty to reach large numbers of 
MSEs Therefore, It IS equally unlIkely that mcreased fundmg for such InstItutIOns WIll help spur sIgruficant 
econoffilc growth 

Another concern to bear m mmd IS that, although the S02 focus IS squarely on MSEs, the constramts operatmg 
on S~s mu~t= a~~ be addr~~sed In fact, the potentIal for gro~ m suc!Lareas~ Rr£Cessed agncultural 
expo(tS (.whICh are vrrtually non-eXlstent at present) wIIl!?J~I?-g.:..2~~~e19RI1}el1t Qf fQI111~Lse_ilirr §MEs that 
are capable of governmg the productIon process and negotIatmg the lOgIStICS of mternatIonal marketmg 

Of the three SME constramts mentIOned m SectIon 4, USAID's ~~oW~-!I"eJ?£.~b..--spe1lLC.QIlCentratmg on the 
polIcy c~1!:~!!1ts as opposed_to the frrm-level finanCIal and management constramts There are for two reasons 
for thIS 

• as mentIoned above, other donors are planrung or studymg mterventIons wluch should make 
sigruficant contrIbutIOns to ~g flrm-Ievel constramts for SMEs 
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• although USAID has amassed consIderable expenise m the area of finn-level MSE promotIOn It 

has httle correspondmg expenence m NIger dealmg WIth finn level development among fonnal 
sector SMEs m contrast USAID h~ sIgm.f!f@L£~:p~!I~n~ ~~~ s!!ength m the analysIs of 
polIcIes af:fectm~tb.e..prlvate sector 

GIven these two factors, a key part of the results-package that USAID, therefore, should be bulldmg around 
S02 must mclude actIOns to address some of the polIcy constramts IdentIfied m the sectIOn D-5 

ConclUSIOn The foCJJ.S...Of..t;l0-MlSSIo.n....oD..JlllO-en~.lR[Is_~ ~c!~Y~!9R~~nt as a key component 
of S02 IS Justlfied Accelerated growth m the MSE sector can make a sigruficant contributlon 
to econoffilc g~~wth gIven the weIght of MSE productIOn m manufacturmg and serVIce sector 
GD"P~ Mt~On actlvltles targeted at larger SMEs should concentrate mamly on unprovmg the 
enablmg proll.cX envIromn~nt, as major finn-level mterventIOns m thIs sector are planned by ---other donors 

QuestIon 2 IS the MISSIOn S02 Strateg) focused too narrowly on the fmancIaI sector, whIle neglectmg 
other areas of constramts on rural sector MSE growth? 

WhIle finanCial constramts are not the only ones facmg MSEs they almos! ~~e)1:amly pose the most unmedIately 
i",~ ;-r~~~ ~ 

bmdmg set of constramts facmg most MSEs Many- MSEs~bave the capaCIty to expand therr operatlons If they 
couldlrriQreliaDle"'~ii'd conveiy~Jlt~o.w:ces of credit In the 1990 MIchIgan State srudy of the mfonnal sector, 
surveyea MSEs lIsted' the h~ck of fmance as therr second most severe problem after the general lack of demand 
they were witnessmg m the market at the tIme of the study--well ahead of problems related to technology and 
the polIcy envrronment 

ThIS IS not to say that addressmg other problems could not also 1Illprove the growth prospects of MSEs As 
dIscussed m the prevIOUS sectIOn, there IS gr~at scope for mcreasmg the effiCIency of MSEs through facIlnatmg 
theIr acc~~_ to technology Funhennore, there IS ro<!.m for the creatlon of new MSEs specIahzmg m the 
proVIsiOn of such technology through rental agreements However, m a context where much of the technology 
that could be put to use IS well known (mIlls, tractors anunal drawn-cans, water pumps), the mam_obstacle to 
Its diSSeffilnatlOn IS the lack~lWLOp(late finanCial mecharusms for delIvenng credIt The need for medmm-
~ -... ~--O_ 

tenn credIt, to allow mUltI-year tenn loans to accommodate more expensIve and durable pIeces of eqUIpment IS 
panicularly great 

The non-fmanclal constramts on unprovmg access to technology are largely a questIon of QromoJ!ng new 
tec~ development efforts--whIch are be!! .. d0,PS!p .. 1p~~!!X..l>y brmgmg together local and foreIgn 
speCIalIsts to develop affordable prototypes WIth local matenals ThIs sort of "technology mcubator" already 
eXIsts m NIger and IS supplIed by the PROFORMARINIGETECH projects There IS hnl.ug~.ll iO,LUSAJD to 
duplIcate ,these efforts 

."...,..---

In addItIon to fmance and technology, the Issue of MSE entrepreneur/worker trallling to address m panlcular 
the lack of techrucal skills IS a ~~nous Issue Although many NGOsprOvIoe-15asiC busmess skills trammg, there 
are fewer optIOns avaIlable to mdivlctU;!s who want to rapIdly acqurre techrucal competency m such common 
MSE productIve areas as tallormg, woodworkmg, metalworkmg, or eqUIpment reparr ThIS IS a problem mainly 
m the mcentive structure facmg eXIstmg skilled anisans, who have lIttle mcenuve to tram large numbers of 
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people who would then compete WIth them m the market To facIlItate the growth of MSEs, therefore there IS 
a need for devlSlng new ways of leveragmg the techrucal competence that already eXISts m the MSE sector to 
tram greater numbers of people As a complement to Its fmancIaI sector focus, therefore USAID needs to 
mvesugate and possibly fund new fonns ciCtechillc~1 ~tr;mmg w1uch~ wIll help to develop- sustamable trammg 
moduleSfhat wIll alter the mcentIve strilcture -facmg traditIonal artIsans to encourage them to tram greater 
nu~b~';~~ of people 

ConclusIOn The prImary focus gIven to the fmanCIal sector under S02 IS JustIfied Although 
~n" "'''''01'£ Co j .... _.u.-~~~~-.",.- r:;...1.J,.. .r~ __ .... 

there IS also a need to facIlItate MSE access to technology, constramts on the avaIlabilIty of 
technology to MSEs are, themselves, largely fmanclal The development and adaptation of 
technology for Nlgenen MSEs IS bemg adequately handled by other donors One Important 
non-f~&.9J!S!.r~!!!! that should be addressed by USAID, however, IS !E,e la~k of techrucal 
trammg models capable of rapidly respondmg to a growth m the demand for skilled technical 

-.= H= ... 

labor m the MSE sector 

7 RECOMMENDATIONS 

The followmg sectIon presents an array of recommendatIons to USAID to support the MISsIOns S02 objectIves 
m the area of enterpnse development As With the constramt analYSIS above, It IS divided mto two sectIons--one 
for MSEs and for SMEs Where called for recommendatIOns which call for m-depth USAID aCtIVItIes are 
descnbed as "IllustratIve actIvItles" and are hIghlIghted m boxes RecommendatIons are presented accordmg to 
the constramt they address as shown m Figure 4-1 

a Recommendations for Promotmg MSE Development 

(1) Fmance 

Sup~easures winch _'!'ll~ ~I"!!!I! ~ r~'pI.~ _e~p~IOI!~~! ~~t....!2~!ru:g!_ ~~bers of MSEs SpeCific 
recommendations and IllustratIve actIVIties to expand the supply of credIt avaIlable to MSEs are speCIfied m 
detaIl m Section E of thIs report Here we only reiterate that Its IS cruCial that USAID' s strategy for provIdmg 
fmancIaI serVIces mc1udes aCtiVItIes to slgruficantly mcrease the abilIty of fmanclal lllStItutIOns to reach large 
num~~" o,f ~~Es Wltho~_~t.!e;mlo_n to thlsresu1t~iCiSiiii1iKefy~fh~atSo2~11l cOniri6U!e~!.¥ruficant MSE 
sector g~ As shown m sectIOn E, the most pronusmg way of domg thIs IS lIkely to be developmg a 
~ 

worka~!~ cmocl~l ~of _a.......self:-fmancmg finanCIal )nstltutIon, whIch IS able to tap savmgs m rural areas and 
recIrculate It m the fonn of MSE credIt Unsustainable credit programs, whIch neglect the savmgs element and 
merely recIrculate donor proVIded funds, are unlikely to prOVIde the quantum mcrease m loanable funds that 
would be necessary to make a sigruficant dent m the total credIt needs of Nlgenen MSEs 

Incre~t1!e~~E~9=!f NGOs to prOVIde medIwn term credIt Although MSEs reqUIre both short- and 
medlUm-tenn fmancmg, the VIrtual absence of medium tenn loans makes thIs a Rartlcularly pressmg problem 
MedlUm-tenn fmancmg IS requIredto~mcrease-the-a6il1tYnorMSEsto ~t m_exp~(y~~~ eqUIpment that 
cannot be financed on a short-tenn baSIS To strengthen NGOs capacItIes to delIver medlUm-teniI"""credIt, NGO 
personnel wIll need to receIve tralI1!:gg m the assessment of medlUm-tenn credIt nsk and m the management of - ---- ~ 
loan portfolIos WIth average duratIons of over a year 
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UtIlIze NGO and donor-supported financial mstltutlOns to momtor MSE actiVItIes There IS a ~at need 
for bener-mformation on MSE-actIvltles- - Suilple regularly- coHectel data- on the number, amounts~and 
repayment'rates of1oans~fuaaeby NGO credIt programs to MSEs by sub-sector could provide a very useful data 
base for assessmg the evolutIon of MSE actIvity Unfortunately, most NGOs either lack the capacIty to proVIde 
such mformatIon or they must go through a tIme-consummg exammatlOn of therr records each tIme they want to 
come up With the mformatIon Theref~SAID should .consider w.a..~Quragm,g_NGO~ to keep such 
statlStlCS ThiS almost certamly would mvolve some .tr.ruDlOg for NGO staff m slffiple statIstlcal and data base ............... 
operatIons along With the provIsion of adequate software In additIOn, after supplymg the necessary loglstlcal 
(and pOSSibly fmancIal) help US1!!?,.,J!!,ay~~lso requrre t:£z.!!!ar data reports from the NGOs credIt programs It 

supports m order to compile ItS own data-base on MSE activity 

(2) Access to hnproved Technology 

Leave the development of technolog) packages to other donors Current donor efforts m Niger to develop 
~>..-1..-...,.r.... \ ..... v-... ..... 

appropnate technology fo{MSEs:mamly the PROFORNrAR and NIGETECH projects, are makIng sigruficant 
contnbutlons Given the expenence of the ILO and EDF m supportmg these lrutlatlves, and the relauve 
mexpenence of USAID m technology development, thIs IS not a particularly illgh pnonty area for USAID 
aSSIstance 

Increase the abIlIty of ~GOs to prOVIde medIUm term credIt As noted above there IS sIgruficant scope for 
speedmg the dissemmatIon of technology to MSEs by mcreasmg therr access to medIUm-term credIt ThiS WIll 
faCIlItate MSE purchase of expensive technology packages that reqUIre longer payback penods 

(3) Techmcal TramIng 

Promote the development of techmcal trrumng schemes winch seek to mobIlIZe capacIties of MSE artiSans 
In a sustrunable faslnon The need for a more rapId an fleXible system for techrucal trallling can best be met 
by explormg new ways of leveragmg the techrucal competencies that already eXIsts m the MSE sector WhIle 
thIS IS ea'Stly'1loneD)FpaYlng-""M~~~artlsgns With donor-supph~d funds to gIve tec~cal tralrung courses as some 

~ -a>---" _ ..... _~". h...,- ...!.Q"" ~ ~ .... ~ .... 

donors are currently domg, such ~J2Qs?fe rarely sustamable Tills IS because they rely on donor fmancmg and 
do not attempt to hnk student tuItIon or tralrung-fees to the remuneratIon of the MSE techrucal tramers ThiS 
makes the entrre effort dependent on tb~<>c..Qn!muatIon of donor support One promIsmg model WhICh places 
more emphaSIS on sustamabifi~ most donortechlllciH trammg programs, has been developed by Ecole 
Modeme de FonnatIon Polytechruque (E~~!:'J~) "~I!:h,, tp.~1'.P2rtv2f .."C~ ~ Maradl Tills expenence warrants 
a closer mvestIgatIOn to see whether It can be rephcated m other areas The box below prOVides a bnef 
descnptIon of the EMFP expenence and suggests some pOSSible actIVItIeS for USAID 
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TIlustratIve ACtiVIty Evaluation and PossIble ExtensIOn of the CAREIEMFP 
TraImng Model 

The Ecole ~~~rp.~ ~de FonnatlOp_~ol'y'!ecl!!J!gp~ !EMFP), set up by~ m_ Maradl 
offers what appears to be a workable model for accelerated techrucal trammg that IS 
notable for two reasons 

• It shows more potentIal for sustamabIlIty than most donor techrucal 
trammg efforts, 

• It mobIlIZes practIcmg MSE artIsans to provld~ }nore_ con~~ntrated and 
accelerateaiiiSt'iUCTIOii than Is""'avaliitble m traditIona( MSE apprentIceshIp 

It '- _ ~ _ or _...... <r 

arran~en:ents 

In the EMFP model, whIch has evolved over the past several years, artISans from the 
MSE sector are recruIted as tramers by the school, whIch then supplIes them WIth the 
techrucal eqUIpment, facIlItIes and pedagogIcal matenals to gIve techrucal trauung 
modules lastmg from three to eIght months Although other donor programs recruIt MSE 
artIsans for trammg purposes, the mnovatIve feature of the EMFP system IS that the 
remune~hJ:b~~_artlsans.ls~basecl not on d~nor fundmg, but C?I! fees collected from the 
stu<lt . .n1s,,~hlch are splIt With 60% gomg to the artisan/teacher and 40% to the school to 
support Its overhead expendItures Fees are also set at relatIvely hIgh levels For the 
1995/96 school year for InStance, the rilaX'uI;"umfee I;;v~Th~~~en mcreased to 70,000 
FCF A In general, courses have been nearly fully subscnbed Accordmg to EMFP 
management the fees received m the 1994/95 school year covered about 50% of the 
school's costs 

The partIcular advantage of thIs model IS that It offers mcentIves to MSE artIsans to 
de~le~ sJ~ficant.tnneJo ttammg, outsIde of therr owit pnvate ousinessinterestS, WIthout 
relymg dIrectly on donor SubSIdIes Although the operatmg expenses and matenals of the 
school are stIll SUbSIdIZed and the school IS far from capable of sustammg Itself based 
only on ItS own revenues, Its abIlIty to weld the expertIse of MSE aI1]sans With NGO 
man~1p.eJ].t and~peda~oglc~ expertIse, whIle maKing headway towards sustamablhty 
mdlcate that It IS a model worth a closer look that may warrant duplIcation 

SpeCIfic actIons whIch US AID should consIder mclude 

• 

• 

~.;o: •• 't~ _ ........-..::" 

an evaluation of the EMFP to assess Its potentIal for achIevmg fmancial 
sustamability,16Ilo"W-up on the aCtIVitIes of Its former students, and assess 
Its unpact on the MSE sector m the Maradl regIOn, and 

pendmg the results.".Qf~.§ ~lu~tIOn.Jhe.-.e2Cle~!Qn S?f ~S-.EMFP model to 
oth~r ~area&..lIl NIger In partIcular, Zmder and Agadez may be promIsmg 
candIdates, smce both regIOns do not benefit from the techrucal trammg 
modules avaIlable through the PROFORMAR project 
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(4) Management TraInIng 

ContInue to encourage the delIvery of basic busIn§s management trammg to borrowers m NGO credIt 
~ ___ ~.:u.-;;........c::;..u""", ......... --'" -...,.. ~ O£o. 't''''',.,.,.". ..... ~ ... .,-_ 

programs engaged mMSE start-up activIties For credit programs that are designed to encourage start-up 
MSEs It iSessentlaI mat c1Y~ ac~compamed_ by ~om~ form of busmess slalls trammg focusmg on baSIC 
product cost accountmg and sales strategIes The proVISIon of tlus supplemental trammg IS already a common 
practIce m most donor credIt programs and a WIde varIety of NIgenen NGOs have come mto eXIstence to 
proVIde such serVIces In desIgmng Its future credIt progrmis US@,~Ii~tTI(aIso requiFe th~t borrowers make - ........... sigruficant cash contrIbutions to the cost of such trammg programs ThIs would enhance both the sustamabllIty 

~¢'~~~~~ __ ~ ~~~~ .:J"N' '>- ..,. 

of such programs and encourage better targetmg by malang sure that recIpIents have a real mterest m the 
trammg If necessary, the IDltIal contrIbutIOn could be mcluded m the NGO loan package These tralIllng 
efforts should place speCIal emphaSIS on offermg busmess slalls trammg (pOSSIbly combmed WIth baSIC lIteracy 
courses) to women, as 10W-ll(eracy~ancr ruchinentary edUcatIonal levels among women are Important IImItmg 
factors on theJ.f'1ilnhty to operate successful MSEs 

Encourage the development of fee-chargmg firms offermg management consultmg and other services to 
MSEs The need amon1fmore -advanced and successful MSEs for ~management adVice gomg beyond the baSIC 
busmess slalls tralrung offered by most NGOs could best be met by the development of speCialIzed consultmg 
firms Currently few or no such firms eXIst to serVIce the MSE sector USAID could contnbute to the 
development of such firms by 

• conduct..~, ~~~.t.,feas.tbtlJty study to estImate the demand and wdlmgness to pay of potentIal 
MSE customers for such services as export market IdentlficatIOn and brokermg aSSIstance m the 
development of loan applIcatIons, payments and collections servIces mvestment and feaSibIlIty 
analyses, and market analyses 

• SubsldlZmg trammg for potentlal MSE consultants m areas that show partIcular promIse Such 
_p.;......,..........,.,~""it' 

opporturutles may prove to be VIable alternatIves for laId-off cIvll servants 

• Eventually sugsIdlZmg or mvestmg m start-up consuItmg firms targetmg MSEs It IS Irornc that 
whIle donors do not heSitate to offer SubSIdIZed credit; wh'iclf"-"'many MSEs could pay back at 
unsubsIdlZed rates, they show httle mterest m SubsIdlZmg potentIal MSE serVIce provldmg firms 
to encourage them to enter tlus unportant market 

(5) Donor CoordInatIOn 

PartICIpate m the GON "Programme Cadre de PromotIOn du Secteur Pnve" (Programme Cadre) 
InItiative, should thIs develop' mto an effective forum for

r 
donor coordmatIOn on ISSu~ affectmg ~MSEs 

~---;<"'!f:1'" 1'" .... 

The MDICAT, WIth the help of the UNDP, IS m the process of elaboratmg the Programme Cadre to promote 
pnvate sector development and Improve the coordInatIon between varIOUS projects active m pnvate sector 
development Two facets of the Programme Cadre are of partIcular relevance to USAID These are 

• the component of the Programme Cadre WhICh addresses the coordmatIon of varIOUS MSE 
aCtIVItIes ThIs component calls for the creatIon of a ~SE CoordmatIon Urut ("Cellule de 
Concertatlon pour la ValonsatIOn des AIdes pour Ie Iieverappement des MICro et Petltes 
Entrepnses") whIch would morutor MSE projects and sponsor dISCUSSIOns and research on Issues 
affectmg the promotIon of MSEs POSSIble USAID fundmg of thIS urut and the locatIon of 
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USAID-fmanced techrucal assIstance m It would gIve USAID a broad entree mto the defmltIon of 
MSE polIcIes on a natIOnal level, as well as fostermg cOOrdInatIon between USAID and other 
donors WhICh wIll create opponumtIes for USAID to emphaslZe Its pomt of VIew on such Issues 
as the sustaInabilIty of MSE mterventIons 

• the Programme Cadre I s call for the creatIon of a Pnvate Sector CoordInatIon Comnuttee 
("Conute de CoordInatIOn") regroupmg the major donors, GON officIals and prIvate sector 
representatives, thIs body has at least the potential to be a useful forum for promotmg 
coordmatIon among donors on Issues affectmg MSEs USAID partIcIpatIOn m thIs forum could 
also gIve It mcreased leverage m dISCUSSIOns WIth the GON and other donors over lffipOrtant 
MSE polIcy Issues 

It should also be emphaslZed that, at present, the Programme Cadre eXISts only on paper Other donors 
partIcularly the French, have expressed mterest m participatmg, but It has yet to be seen whether or not the two 
lllitIatIves descnbed above much less the rest of the Programme Cadre, WIll actually matenallZe as envISIoned 
USAID support at thIs early stage of development, could prOVIde a useful lffipetus that would encourage other 
donors to Jom and mcrease the likelihood that the mterventlOns planned would actually evolve mto useful 
aCtIVItIes ThIS may of course not happen due to mnumerable polItIcal and bureaucratIc obstacles Should thIS 
be the case then USAID should look to other means to foster mcreased donor coordInation on MSE sector 
Issues 

122 



lUustrdLlve ActIvItIeS Under the Programme Ladre 

The MSE CoordInatIOn Urut 

USAID should consIder placmg tecbD1caL.aSSl~tance wIthIn the MSE CoordmatIOn Urnt --- -~---...... 
planned under the Programme Cadre for whIch the GON IS currently seekIng fundmg 
As currently envlSloned, thIs urnt would fulfill a number of functIOns SpecIfically It 

would 

• coordmate and morntor the MSE actIVitIes of dIfferent donors, NGOs and 
the GON, 

• mtervene wIth mdividual prOjects and donors to mobIlIZe resources to 
support MSE development, 

• conduct research on varIOUS approaches to nucro-enterpnse development 
m NIger, and 

• orgaruze conferences and workshops on Issues of relevance to MSE 
promotIOn 

As presented m the Programme Cadre, the MSE CoordmatIon Urnt IS envlSloned as an 
mde~l1~~pl __ ~q!,1,or-financed prOje~t With ~~e, K1iHc~f'~as~-~~~rpart agency 
Current plans call for the urnt to be headed by an expatnate techrucal aSSistant WIth three 
natIonal experts The total estImated budget for the urnt IS estImated to be 393 nulhon 
FCFA, WIth 70 mIllIon to be proVIded by the MDICAT and 321 from donors 

The advantage of placmg techrucal asSIstance thIs urnt IS that Its mandate IS broader than 
~~~ -
ty~d.9no]; project ThIs WIll gIve the techrucal aSSIstants the freedom to enter mto 
dIalogue WIth theIr counterparts mother MSE projects all over NIger In thIS way, they 
and USAID wIll be better able to keep track of broad trends m the MSE sector whIle 

~~_ ...... _~_.....,.,~ _~ .... -::,.-.::fJ..::;.4.. <14 

remammg abreast of all donor actIVItIes 1:n addItIon as the prImary morutormg and 
........ -,~~ 

researctbody for MSE.,polIcy Issues m NIger, thIS urn~ill..,2L~¥ a ,ke~ role m defmmg 
approprIate MSE poliCIes and m pubhclZmg specIfic Issues WIth prIvate sector 
partIclpams--dob6rs and the GON By fmancmg- a l;'g;~part of such a urnt, USAID 
would also be "buymg Itself a place at the table" as a major donor m the MSE sector and 
even, perhaps, as the mtellectualleader m the sector gIven the CoordmatIon Urnt's role 
as the lead MSE research body m NIger 

The PrIvate Sector CoordmatIOn CommIttee 

Partlcularly If USAID deCIdes to fund the MSE Coordmatlon. Urnt, 11 would be an 
mfluentIaI play~mepropbsM Coordillati'on Comttee -Thiscf~rurn would present an 
Ideal forum m whIch USAID, also buddmg on the research results of the CoordInatlon 
COITIIUlttee could press other donors on such Issues as 

• 
• 
• 

the sustamabIlIty of credIt actIVIties, 
the necesSity of sellmg technology rather than glvmg 11 away, and 
the adVIsabIlIty of targetmg MS!;' f!s>sJ,Stan,c~J~~r~" ~~lvldually owned 
MSEs m addltIon to ~~ ventures and towards eXIstmg MSEs as well 
as start-up ventures 

gram 
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PossIble fonnulas for VSAID partICIpatIon m both the MSE Support Vrut and the PrIvate Sector CoordmatIon 
COmmIttee are descnbed m more detaIl In the IllustratIve actIvity box below 
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b RecommendatIons for Promotmg SME Development 

1 Fmancmg and Management Trammg 

Encourage other doIJQ!:!jP""fRt..qs....,S.M}:~q~flIt Jg2Y!~,.Qn_~~~gement trammg on busmesses WIth 
strong ~ural sector To support Its efforts to encourage rural sector growth USAID should 
encourage =OtIier a6nots=attiVe m promotmg SMEs through credIt and management trammg and support projects 
to focus a sigruficant share of theIr resources on MSEs m such areas as agro-processmg 

2 PolIcy enVIronment for SME development 

USAID possesses two strong tools for mfluencmg the polIcy enVIronment for SME development 

• Non-PrOject ASSIstance (NPA) With WhIch It can prOVide budgetary support to the GON to 
encourage speCIfic pohcy""C1'ianges m favor of SMEs, and 

• econom!£..ru?t~SY.J~§,eJlr,f.!tEM?aclty, pnmanly prOVIded by the P ASPE project, whIch can be used 
to furrush analYSIS and dissemmate relevant research fmdmgs to create a greater awareness of the 
costs of polIcy constramts on SMEs 

Both of these tools shqJ;,tl<!_h~W£WJl.Jzed to promote polIcy reforms whIch address the polIcy constramts 
highlIghted atr~sPe'cific suggestIons for promotmg better pohcles are gIven m the IllustratIve aCtIVIty boxes 
below 

125 



DRAFT USAID/NIGER Economic Reform and Mlcroenterpnse Program 

Illustrative ActiVIty to Promote an Improved SME Pohcy EnVIronment Non-Project 
AsSistance 

Not all the polIcy Issues hIghlIghted m the sectIOn on SME polIcy constramts are 
appropnate candIdates for NPA condItIOnalIty Issues such as tax and land tenure refonn 
mvolve complIcated trade-offs between competmg objectIves Furthennore, much of the 
mfonnatIOn needed to select an appropnate polIcy course IS lackmg For these Issues, It 
IS dIfficult to IdentIfy clear and realIstIC polIcy actIOns that can be agreed upon by a wIde 
sectIOn of GON pollcymakers and stakeholders Thus they are unlIkely candIdates for 
NP A COndItIOnalIty 

Among the lIst of constramts to be addressed three Issues stand out as appropnate 
-~ -

candIdates for NP A condItIOnalIty These are 
'"ee?'1T ri"b'~-"'~~~~~ 

Reform of labor market regulations There IS lIttle reason to mamtam the monopoly of '- ~-~"-~~_1~"" ..... .,.... ~~ ......... it '" .... -,-"-"",,_ 

the ~Itment The repeal of the regulatIOns upholdmg the SMO's monopoly 
nghts IS a slffiple task whIch could be accomparued by Its transfonnatIon Into a slffiple 

.....,~ 

recruItment cleanng house where vacanCIes can be posted and job -applIcants can regIster 
~~t:t~'\. 

m an attempt to lffiprove the flow of rnfonnatIOn m the labor market It IS cruCIal, 
however, that there be no reqUIrement that eIther employers or Job applIcants regIster 
WIth the SMO as thIS serVIce should be entrrely voluntary BeSIdes the monopoly of the 
SMO, there IS a clear need to lIberalIze the rules govermng the dISmISsal of employees 

~~a I_t.o.~~ 

for econorrnc r.easons It IS crucIal that employerS'"have ilie-alJIlrry"to adjust therr labor 
costs in relatIon to bUSIness prospects by laYIng-off personnel WIthOUt applymg for 
authOrIZatIOn from a pubbc bureaucracy SIgruficant reforms In these two areas has the 
potential to greatly mcrease the attractIveness of mvestment In SMEs Slffillarly, there IS 
lIttle JustIfication for the requrrement of authonzatlons for the use of overtlffie labor-­
whIch should be left to the dIscretIOn of IndIVIdual empioyees and empbye"rs 

Ellmmate the bus~~~~e~..!t~l~~d_~f forelgn~wned firms There IS httle reason 
to reqUIre foreIgn mvestors to run a bureaucratIc obstacle course to obtam an 
authOrIZatIOn to set-up therr busmess If there are specIfic sectors the GON does not want 
foreigners to operate m, It should establIsh speCIal restnctIOn for these and completely 
lIberalIze mvestment m all other sectors The delays encountered by some firms and the 
condItIonal nature of the busmess lIcense, In whIch an mvestor IS not sure of hIs future 
nghts to operate m the country, serve to dIscourage 2.0tentIaI Investors ReVISIng eXIstmg 
regulatIOns to do away WIth bus mess hcensest'O'rT~e;g;riITi1S IS a slffiple polIcy measure 
to enact whIch entaIls no complIcated lffiplementauon Issues and IS therefore a good 
candIdate for NP A condItIonalIty 

Abohsh the GUlchet Umque for~ mternatIQnal trade There IS lIttle reason for the 
contmued existence of the Giuchet Umque-& In effect, It IS a dIsguIsed verSIOn of the 
export lIcenses and taxes that USAID has already fought successf'ii1:I)r4rd~ lIttle to 
promo'le-mterrnrtional trade and Its utIlIty as a trade data collectIOn pomt IS vrrtually ml 

""- ..,....- 't 

because of small portIOn of mternatIonal trade that passes'" through Its system and the 
replIcatIOn of responsIbilIty WIth the customs servIce 

l~ 
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In NIger, where slgmficant progress has been made toward developmg an open pohtlcal 
system m WhICh polIcy Issues are mcreasmgly resolved m a democratIc fashIOn and m 
whIch varIOUS groups, mcludmg labor uruons, civIl nghts NGOs, women's' groups and 
busmess aSSrer-atIUnS, are becommg mcreasmgly mvolved m polIcy dISCUSSIOns, 
promotmg polIcies favorable to'SKtEsbY woriaiigwithsiakehold~"i-s m the emergmg CIVIl 
socleryshould ~rtaiitp,lrt"".2f tLS..A!!?~ strategy In particular, there IS 
slgruficant potentIal to promote refonns by llI!!gng ~e ~~~~",,"r!!.~..sh=~d policy 
analysIs CapaCItIeS~ that ~e ~ltlg develop~d und~r the P ASPE project Wl~~..!.~Iety 
stakeholders who could use such analyses to develop advocacy strategies and lobby for , 
polIcy refonns that are favorable to SMEs 

Unfortunately, although PA~E _ has brought m some pnvate sector stakeholders to 
reVIew research studies and has orgaruzed a bmlted number of conferences to dIsserrunate 
research fmdmgs, 11 has made httle progress m followmg-up polIcy research efforts WIth 
eIther CIVIl SOCIety grouPS Or the -G()N~to draw conc1uslbns-and generate real lITIpetus for 
pohc~fonrr The"mam reason 'fort1us, whIch was noted "ill the-'PASPE mId-tenn 
evaluation, appears to be that the reSIdent adVIsor and the rest of the P ASPE staff are too 
burdened WIth admIDlstratIon and all the tasks aSSOCiated WIth ensurmg that suffiCIent 
progress IS made on the P ASPE Research Agenda ThIs leaves them lIttle tlITIe to devote 
to research follow-up WhICh could and should be orIented towards developmg polIcy 
refonn proposals from the longer research studIes and seekmg to mvolve varIOUS pubhc 
and prIvate groups m polIcy debates and lobbymg aCtIVItIes 

RealistIcally for tASPE to deve,lgll..-\t~c.apac~~~~l~-onented follow­
U~!!S polIcy research actIVItIeS, there IS a ne£.f!..JQr~.an...addJ.tlonal~~patnalfE.. t~chrucal 
aSSIstant The person would help the GON, prIvate sector aSSOCIatIOns and NGOs 
~~ .-

develop concrete pohcy refonn proposals as well as strategIes for nnplementmg them 
SpeCIfic dutIes would mclude such tasks as 

• wrItmg pohcy dIScussIon papers on speCIfic topICS drawn from the PASPE 
Research Agenda and ill response to requests from pubhc and prIvate 
sector stakeholders, 

• usmg PASPE research to Jomtly develop policy POSItIOns and advocacy 
matenals WIth pnvate sector stakeholders who are potentIal advocates of 
MSE-favorable policy refonns, 

• workIng WIth pnvate sector lobby groups to mcrease therr capacIty to use 
econOmIC analYSIS as a lobbymg tool, thereby mcreasmg therr ablhty to 
mfluence both government policy-makers and other pnvate sector groups, 

• orgaruze publIc polIcy dIscussIOn fora to promote a WIder dlsserrunatIon of 
PASPE research results, and 

• followmg-up PASPE research studIes WIth GON offiCIals to determme 
needs for subsequent analYSIS 
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E Agricultural and Rural Enterprise Credit -

1 Overview of the Financial Services Sector In Niger 

The financial sector In Niger IS composed of very few formal Institutions, commercial banks, finance 
companies and Insurance companies, a larger and more diverse group of semi-formal financial 
Institutions, largely NGO funded and managed, and many dynamic Informal financial services 

The formal financial Sector Niger has fewer operating commercial banks (4) and more bank 
failures (12) than any other country In the Sahel These banks, are stili shell shocked by the plethora 
of financial mstltutlon failures In the mid 1980's The remaining surviVing banks have evolved Into 
~ ....... -~ ..... ~ - -~- ~ ""' .... 

extre~£Q!lservatI~(en 1!:!~tltu!lonS depending largely on access to the international money market 
window prOVided by the BCEAO, for their Income These banks also lend a smaller amount of funds 
to finance trade and public works projects These loans are collateralized at over 1 00% Th~ formal 
financial sector cont~m:~~!~a.UJ:I'la-R aIJQJ.!1du~tr!al~ectors over the rural mlcro- and small 
scaleenterprlse sectors 

With this backdrop, It IS understandable that commercial banks range from cautious to unwilling to 
lend ~~n:! S,S,~~Qd.1lctlon~~~!§J~Q'"n actiVIties-Commercial banks In 
Niger are unprepared to playa significant role In the financing ofphvate sector mlcro-small- and 
medium scale enterpnses They lack the skills to assess, manage and recover on a rural mlcro- and 
small scale enterprise portfolio There are legal regulatory and policy constraints, that make It difficult 
for new businesses to start up, and for banks to seize their assets If they fall Lacking knowledge of 
how to lend In new markets, and facing a hostile environment In which to lend, banks are unprepared 
to expand their financing actIVIties Because they are not lending, they are not In a POSition to 
mobilize savings either 

These are ch.sJlg,rog..JJm~s however Banks are no longer allowed to Invest unlimited funds In the 
central bank money market Window In October of 1993 the BCEAO Implemented a policy limiting 
the amount of funds member banks could Invest In the money market Window This policy was 
Implemented In order to encourage commercial banks to lend funds for private sector actiVities In the 
countnes In which they operate For the commercial banks, their major Income source was shut 
down to a tnckle, while no new alternatives seemed available 

Banks have notJ~a~c;lJttstedlo t~..D~w'IJJles As a result, the commercial banking sector In Niger 
suffers from excess 119-YJ,Q.Lty LiqUidity In excess of required reserves IS estimated at 30 billion F CFA 
This amount IS greater than all donor funded pnvate sector credit activities combined IntUitively 
banks have two options They can downsize, limiting their Investment portfOlios to the small set of 
fully collateralized loans to large traders and public works contractors The second strategy IS to a 
grow To this bankSJAtIU-Rse.d.1QJe.aC(Lhgw jo_ta~~_a9Y~~~ ~~!.h.lg~~gL~~h potential actiVities, 
expand and diversify their loan portfolios, and attract more savings to finance the expanded lending 
portfolio 
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All three banks have adopted the short term n~~2!~9L of d~~lzlng Two of them offer 
lower rates for long term savings than for short term accounts The minimum balance required to 
maintain a commercial account In Niger IS 50 times higher than among Malian banks Banks' 
management IS aware however, that they are at a crossroads If they cannot grow, they will not 
survive In the long term 

ThiS awareness creates an opportunity for the commercial banking sector to playa more Important 
role In the finanCing of private sector enterpnses than they ever have before If donors want to see 
significant expansion In the financial sector, now IS the time to Intervene With the commercial banks 
The cOJ:!l!!lerclal P~~..Q15§.. h~_c.apJW!!y perhaps only surpassed by the Inf~rl1)?! se,£tC?r to finance a 
growing agriCUltural and MS.E.entetpnae $ector7 ~'''''-~ - ~ - ~ 

~l!II\oo1n ........ ~~-"'<'........,."" \"'-~ 

All legally recogmzed orgamzatlons provldmg financial services but not regulated by the 
banks constifU'felfie_~m!.:t9rmal sector With-a feW-Interesting excepbons.the semi-formal 
financi8f'secfor""inf,figer IS 1 ~ l~l?J:>~hli1~d the frontiers established In the field of rural mlcro- and 
small- enterpnse finance 

The semi-formal financial sector IS hlgbJl.~n2~j:,£n d52.!19r funds Most of the structures are not 
concerned With operational self-sufficiency, and are based on the mistaken belief that Sahel Ian 
people have not and cannot mobilize savings until they receive a donor funded loan Interest rates 
and operating costs are highly subSidized for most of them A number of them defend their approach 
by calling theirs a modified Grameen Bank strategy48 

The USALP_{Yn9~d fina!l91al ~elllLces.proJects~and the FED fundeq AFELEN RroJect are exceptions 
While none of them-have yet achieved operational self-sufficiency, fhethreeAlb funded projects and 
AFELEN are stnvlng towards that goal At thiS pOint on~_VY9.QCU IS _ coml]llt,!e.d tq achieVing full 
financial self-sufficiency CARE/BRK and CLUSAISICR are looking for subSidized loan funds which 
they In turnwllton'lend to their chents 

~~').J - '!.., _ .... .r-,f'\"-

USAID funded financial service projects USAID IS currently funding three rural and mlcro­
enterprise financial service projects Each of them has taken a different approach to offering financial 
services, and despite some major problems, eaq.,h~~VIl has tIle p"osslbillty of becol1]lng operationally 
self-sLJfficlent In the next few years The three projects are WOCCU/CPEC,~uslng th~DCCU credit 
u nlo.!lapp roach , CLh!§~SICR operates as a rur€lJJq§ln _brQk_e(~ge service, and CARElBRK operates 
much like a finance company 

~-'""""'" 

USAID Is_nojJh~gest9onor In the fieldo of enterpns_e finance but It IS the r~..9.,n~~ct!~ctqer In 
promoting S!!..§.tru!JaI21gjjnanctaLlOstltutlons It IS recommended that AID/Niger tal$? a..m0r~~ .. st.!Ye role 

m the mfonnal sector IS higher than than m the fonnal sector but the structure of the mfonnal sector makes It meffectlve at fmancmg productIOn an 
actiVities 

een Bank IS more misunderstood than maligned It has achelved operational self-sufficiency It IS not Interested In achelvlng financial 
refernng rather to borrow funds from private sources at concessionary rates ThiS strategy IS only as sustainable as the commlttment 
rovlde large sums at subSidized Interest rates For the Grameen Bank benefiCiary of the charismatic leadership of Muhammed YUniS 
e most popular pooerst of the poor countnes In the world thiS IS a defenSible strategy The Sahel on the other hand has benefitted n 
matlc financial sector leader nor from such devoted donor support Thus achelvlng full self-sufficiency including the costs of capital I 

egy for Sahellan institutions than modelling themselves after the Grameen Bank 
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In dlssEE!!.!!2.cllJ!J9 J~chJJ~g~~~ .. ltrl~E!,~:lples from successful mlcroenterpnse institutions elsewhere In 
the world USAID/Nlger should pay particular attention to ensure that the CLUSAISICR and the 
CARE/BRK projects have access to the technologies and technical assistance needed become 
operationally self-sufficient and ultimately sustainable 

The credit unions In WOCCU model IS that they rea~h financial self-sufficiency before operational 
self-su'ffiae-ncy~bec'ause"they o""nlY lend members dePOSits thusthey~afe~p'ayrffg fo(ffi"e full costs of 
fundslent at "real market" rates WOCCU has developed an approach which It uses worldwide 
providing the advantage of a known model, an established mOnltonng and Information system 
WOCCU has exceeded Its end of project Indicators already In terms of number of new credit unions 
organized-The-WOGC0 approacn l1as-hi9.~:~p..!r:.O!:1t traU1Jng an)! mOnlt;;r~~ ~sts which=al"e highly 
subSidized This subslqY....G..ontmues until the a suffiCient lTJass of credit union are organized to support 
the"cO'Sts of maintaining a central lending facIlity, ~nd a central federatlonthat can assume the 
mOnitonngancfeValuation costsofCredlt union regulation 
Since 1..985 CLUSA has been bro!~ .. Lq~.!l~between one or more commercial banks and rural 
cooperative organizations The cooperative groups who borrow from the bank function as financial 
service retailers, the banks as wholesalers CLUSAISICR has had a repay~~QiQy~o at 
90 days past due for three years, making It one of the best perio,.Ll]llng financial service projects In 
NI~!.. Due In large part to an uncooperative banking sector cLus7VsreRls~ conSl![~nng, reorg~nlzlng 
as a ~1!tl,c~ company 

The CA~L~I3!$_p~PJ~c! ,lsJhe [T+ostpLoblematlc Lacking an MIS system, adequate accounting 
Internal controls and an adequately trained staff, CARE/BRK IS IIL<e!YJo JQse~2QQ m.!!h.~F CFA In 
b~tymte-offs Fortunately for the proJect, audits indicated that the institution was In cnsls 
before funds were exhausted Further, CARE/BRK~wo,,(ks~wJth donQr al1d not Investor funds USAID 
IS histOrically much more forgiVing about poor management of their funds than ~ private Investors are 
There IS enoug'l£~~~t< .. ~T~I!l1J;l9jg'§iiL'i.a9..~J.he project It IS currently under new direction The new 
technical advisor comes from the Canadian credit union movement Des jardms, and appears up to 
the task of putting the project back on tracks CARE/BRK does not know exactly how much It has lent 
out, nor how much It has recovered A recent audit suggested that half of their outstanding loans are 
unrecoverable Current management estimates that thiS number could be as low as one-third 

AFf;:LEN IS a project of the Eu!;£B.~o. DeveJopmenLFund AFELEN's nJ(~tt~~m~I~J19J:redlum 
ent~cpn~es, IS filled by commercial banks In most other countnes In the region and the world 
AFELEN'S average loan size IS 30 million F CFA It IS clearly not a small- or mlcro- enterpnse lender 
As of the end of 1994, It had made 526 loans totaling 1 9 billion FCFA AFELEN does not require 
guaranties of 100% and only requires 10% co-finanCing While ItS loan evaluation process IS 

~~ff'Ig-"""'i"~ 

sl~sh and probably III-SUIted to some of ItS applications, AFELEN IS respondmg tQ ~gJ.~¥ ct~rn§lnd 
for a sector unable to find sources of finanCing In Niger 

The Informal financial sector 

The Informal financlaj..,sector In Niger has been descnbed In earlier studies, [Graham 1990, Creevey 
et al 1995], and therefore Will not be addressed In full detail here It Is~!!~,r!'lL~ve, and 
sus~able Because Informal financial transactions are highly dependent on eersonal .. ~~~nshlps 
generally_~o~edJo trade, they are less effective at mobiliZing excess liqUidity for~nor 
transformation actiVities The 1995 study of rural financial Institutions In Niger found money-keepers 
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offenng both short and long term savIngs programs for theIr savers Some savers partIcIpated In a 
Mecca savings club by deposltmg funds on a regular basIs for several years as a way to save 
enough money to go to Mecca When the saver had accumulated enough funds the money-keeper 
would make all travel arrangements, buy tIckets and send the saver to Mecca ThIs capItal was 
reInvested by the commercent at no Interest for several years Most Informal credIt finances trade 
actIvItIes 

Cash savmgs are In the Informal sector are eIther mobIlized by tontmes, and money keepers or held 
u........",___ '\>,., -......J. ~--'f ~.o.\U;Q~ .... 

In cash or Invested m livestock or other assets Rural households tend to keep savIngs In cash for 
antIcIpated needs and emergencies In the short term Savmgs maIntaIned for over three months 
tend to be placed m livestock These mvestments generally YIeld a posItive rate of return, hIgher than 
passbook savmgs accounts, but theIr IS also downside nsk of drought Durmg penods of draught the 
returns to livestock productIon fall, and households shift their savmgs out of animals and Into cash or 
other more stable assets 

G.!:§..dJ1. m the Informal sector IS generall:t !J.nk~Ht!f>,.2~~2nsactlons Credit IS rarely granted In the 
form cash, except when It IS given m the form of advances to agents to purchase commodIties as In 
the case of the skinS and hIdes subsector Because allocation of Informal credit IS unable to depend 
on more formal financial and character analysIs, It IS hlgb!~!..-<!.~p~ng~llt2!!.Jh~ ~t:.s£!l.al relationshIp 
between borrower and lender WhIle these personal relatIonships effectIvely reduce default rrsk, they 
make It dIfficult to mobilize surplus from one area to another, without passing through a long vertIcal 
chain of trader-lenders 

a Viability and Potential of the Fmanclal Resource Base 

The(~~£ugh exce~J.9~t!.9J.tYl~L!he financ!~1 ~ect~I'!~~Jg~er to J~_~~fy ~f2.d!I'g_aJl.pl~!ects that 
capl!a~z~lQajjs:rurms:wlth donor contrrbutIQns~wlth9Jd19ddresslng the factors that constrain the 
mO~~lqlJ,,9f lfldtg.eOQus Itq~!dlty While projects that provide lOan' funds-ire an Important stop-gap 
solution, the constraints to mobiliZing Indigenous liqUidity must be addresses Estimated IIS~lIdlty m 
the m.!9lI))~~I",,~e_ctor ranges from 1 ~? "'t~~UIQ,n dollars 1Thls cornbmeclwltb the surpiUS In the fo-rmal 
sector, IS suffiCient to finance a level of economiC growth that can st~ well ~heaclotpopulatlon 

.... ~'J..~~-.-_.... ~ 'VL....--",,-" ~~'t"" .... 'i't. ~\I"f'"',I"t';F--_"t'~-

groyvth Yet ~2!~b.!~)I~;1l.!!9!UJS lml}1~-RtI~, hid-den In households, Invested In livestock or other 
assets due largely to a lack of available Institutions m which to depOSit their funds, and a lack of 
confidence In those that do eXIst 

Most Nlgenens have IItlle_ or llQ access to financial ~ervlces Less than five percent of the population 
~1l"~~~_.........,~~ 

of NIger has access to formal or semI-formal financial services and less than two percent to loans 
through those mstltutlons Only the Informal sector reaches a Significant percentage of the Nlgerren 
populatIon 

Real and sustal~able econ0'!ll~ growth Will ~~~ §I f"!)aJQr~~p~ll!!$m."C?!J?2th the level and 
the o..YiLeaG~.ctalservlces If the semi-formal and formal financial sector are to have a 
Significant Impact on accelerating economic growth, they are gOing to have to begm to reach the 
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number of people now bemg served by the Informal sector9 In order to the financial sector to be 
able to finance real per capita economic growth, significant expansion of semi-formal and formal 
sector f~£..~s jVlll..b.ave to occur This expa"riSiOFlwln requrre--atenfO'rc:f1tfcrease m donor 
funds for rural and MSE lendmg actlvltles50

, or a significant mobilization of formal and mformal sector 
liqUidity for productive It IS unlikely that the former Will occur, so regardless of the obstacles, the 
latter IS the only Viable choice 

The nature of the task should not be underestimated The constramts to efficient mobilization of 
surplus for productive Inv~stm~fltsJJ.J Niger are many The fom:rar~sector-na~;''''~ho~n~nelther the 

""'--- ...... '" ="9!:!~J.!I-g;., ""- ~j..~ ....... --- ~;r"':T.,.:t.l- ,.... 

mclinatlon nor the abJllt)ctQ,.Jl1qQC!g~ a~rT!Lcro-, small- and Iural enterpnseJen.dlng program All financial 
~lo-~""~ 

Institutions interviewed lack the skills or commitment to realize significant growth 

Without growth In demand for loans these institutions Will have no mcentlve to mobilize savings 
Beca"Useoanft's-areafready sufferrng from too'much liquidity, they have no mterest In mobilizing local 
surplus Finally, while potential to grow and become sustainable eXists among a few NGOs there IS 
no assurance that any of the MSE and rural financial service programs Will ever be fully operationally 
self-sufficient, let alone sustainable In the long term AchieVing thiS, at least among the USAID 
programs Will require more gUidance and direction particularly for the BRK and the SICR than In the 
past 

For tb~ moment all !~L~e ,Qf.!tte_~ommerclal banks contacted In Niger seem operationally self­
sufficlent51 Their long term ViabilitY ~iS Efrbuglif'lntEi question by poliCies that advocate downsIzing 
rather than learnm~~The-lii~centlvefor ... trSAID to work With them IS that they are faced 
With a do or die situation regardmg the expanslon"ana aiVeFSi'ficatrOl'r'Otthelr lending portfolio, and 
that they ~~=more surplu~ liqUidity QI} d~posl.h tha!: ~2f ~.s!onor:,!l!nded credit projects 
combmed 

The liqUidity In the economy necessary to finance continued and accelerated economic growth IS m 
place In 1994 offiCial estimates of growth In the agrrcultural sector were arouncL,8 to 8 5% While 

~~bl. ~ .y _",,'" - ~ -- tI~~'-<"':t.... ~ __ ~~I.\.""J.t>fl, ~"""'~~ 6'tu;."*,,.q "" ---=-r..q 

much of thiS was due to a high rainfall year, and probably undercounted, their IS no reason to believe 
that as households shift more-of tl'feii' 'fesources Into higher return actiVities that thiS level of growth 
cannot be maintained and even Increased given high rainfall varrabillty It IS well accepted that If 
high growth rates can be mal!lli!loe<ioveLs~yeJal y~~r$JIJ~t~S9n_2my _IS ,.,'d!lJ~ly to fall back 

~~".. 

b PrincIpal Constraints to Improved Delivery of FinancIal ServIces In NIger 

from the total of USAID Cooperation Franc;alse Fonds Europeen du Development GTZ and SNV credit project clients multlphed by 
umes that these donors account for at least 80% of all borroweers, Including those to the formal sector 

Increase chnts of formal and semi-formal finanCial Institutions IS an arbltrarhly selected figure A tenfold Increase would mean that 50% 
ould have access to savings services and 20% of the population access to credit Assuming that the majority of thiS Increase would ta 
uctlve regions of the country thiS expansion should be suffiCient to sustain growth 

ank the BCN banque Commercial du Niger which IS JOint Nlgenen and Libyan owned was not contacted dUring thiS study They are th 
s and largely finance lIbyo-Nlgenen trade 
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Development of ~2l19Jal services reqUlre~~tltutlo~ns" capap-!~ .9J gffermg.a b!p~S!..er set of financial 
services for aOroader set of activities than the Informal sector provides but to a population as large 
as that served by the Informal sector Informal financial services are not particularly adapted to 
moving funds from surplus households to deficit ones for a broad set of activities 

If the financial sector In Niger IS to playa serious role In the finanCing of real economic growth, It will 
need !Q.JJJ..9JlllJz~ th§_..£QDsld,~rmJe lLqUldlty that eXists both In the Informal and semi-formal sectors for 
Investment In a broad set of production and transformation activities Given the presence of a formal 
financial sector and numerous semi-formal donor funded enterprise development Initiatives, what are 
the constraints In Niger that keep thiS from happening on a broader scale? 

Significant growth In the financial sector In Niger IS Impeded by institutional constraints and a hostile 
to enabling environment These constraints seriously limit both the supply of and demand for 
finanCial services In Niger 

Institutional Constraints The prinCipal institutional factor constraining both the supply of finanCial 
services and real demand for those services IS a lack of training Lack of training of commercial bank 
and N@_Q pessonnel S~V~E?Jy_col)§tralns the abllLty'oTitieselostltutlons toexpanoJnelrservlces or 
even offer any servlc§,s to_ rU[ql small and mlcroenterprlses The lack of trained personnel In banks 
anaf\(GDs ~ raises -the costs of assessing borrower risk, and the activity to be financed Much of the 
CARE/BRK dl'fficultles dUring their rapid expansion phase has been due to an Inadequately trained 
credit staff Inadequately trained CLUSAISICR agents inhibit expansion of services to non-collective 
entities The Bank of Africa, and SONIBANK both cite a lack of trained personnel as a reason why 
they are adverse to developing or expanding a rural and MSE lending portfolio 

On the demand stde of the portfolio an Inadequately trained urban and rural population limits real 
t"-- J....... ~ ... - ......,. 

demand Jar f[l ..... cUIC)al services Serious expansion of finanCial services Will require borrowers or .., 
borrowers representatives to be literate and numerate In at least a local language so that they can 
communicate In a way that IS meaningful to commercial bank and NGO credit officers 

Enabhng environment constraints In spite of Important progress made towards liberalization and 
priVatization constraints to enterprise creation and enforcement of finagcJ,al service contracts 
remains the most Significant constraints to both the .supply and dem.9rJ9,Jqr~financlal services On 
the supply'slde the compflcated, time consuming and costly procedures for enforCing collateral 
contracts seriously raise the cost of extending credit and the risk ofdelaulfUn The d..emand Side 
lawS: f~guJa!l~ms aod abuA-es_b-y_goY~!n.l]lent offiCials of licenSing rules, raise the costs of starting up 
and operating a bUSiness In the formal sector2 ThiS constraint continues to keep most enterprises 
both small and Informal Despite numerous strengths of Informal enterprises particularly their 
dynamism, constraints to formality are also constraints to growth 

The high cost of enforCing collateral contracts encourages certain borrowers to default knOWing that 
the lender IS adverse to Initiating contract enforcement procedures Often the liqUidation of collateral 

and Mall have both recently reVised section 47 of their Labor Codes restnctrng the power of the Service de Marn d oeuvre and the Ins 
a dogs tall Niger eventually get up and follow the beast to which It IS attached The follow the dog strategy IS less prudent than pollc 

estors begrn to finance enterpnse creation rn the region they Will place their plants In countrres With the most favorable enabling envlr 
makers are unable to be proactive In the region Niger Will be passed up for Investments by other countrres In the region 
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will not even pay for the costs of the collateral contract enforcement after paying court costs The 
SIAO SONISank and CLUSAISICR have Incurred high costs seizing and liquidating assets from 
defaulted borrowers There seem to be several factors contributing to this problem 

• BCEAO and GON rules assume USUriOUS lenders and victimized borrowers The current 
laws concerning Interest rates, credit contracts and procedures required to enforce those contracts 
severely constrain the lender and by consequence the supply of credit funds Ke~ constraints are 

1_'-""\f~~ ~ 

Interest rate ceilings, all repo~§.!=.§SIDns..mustbe evaluated and authorized by a very slow 199al 
syste"iTl':"m"collateral may be seized If It IS critical to the livelihood of the borrower (I e land, machines 
and eqUipment If they are used as the principal means of earning Income may not legally be used as 
collateral) 

• borrowers with considerable political clout In regions are able to slow court 
pro,Saedmgs..and prevent C~....£.1Itlve bjctglf!g '?!1 ~~9U1,~~e~LassefS~~Stafratone of the 
commercial banks reported that the time It takes to seize and liquidate and asset of a notable was 
two to five times as long as for a borrower with no political clout When CLUSA tried to seize assets 
particularly vehicles from the director of the USRC 53 In Zinder the local magistrate notified the 
director 120 days In advance of CLUSA's Intent to repossess Not surprisingly the vehicle 
disappeared before It could be seized 

• government regulations severely' limit assets that can legally be used as collateral 
which tends tOdisfavor the rural and m~cro~enterpriSEt6orrowerWhllesome excluded Items 
make good sense, others are questionable and restrict the supply of credit Among assets that 
Nigerian courts have refused to seize are one cow, two sheep, two goats, land used to farm cash 
crops because farming IS the principal Income source of the borrower, and four sewing machines 
because the borrower made his living sewlng 54 Following this logic It would be inadvisable for 
anyone to lend or lease to a borrower for equipment or machinery If the borrower could demonstrate 
that said equipment contributed to thler major Income source 

• delay tmn\,.lnttJabon of co!I!l~~ral c:ontract enforcement to liquidation of assets takes 
over 270 days Of the commercial banks only me <Bf.A;O nas"'Deen-~ii"ound long enough to have 
accumulated an experience In recovering bad loans The chief credit officer their said that loan 
recovery takes at least mne months from the day the bank Imtlates recovery procedures against the 
defaulted borrower to the time the asset IS liquidated The SIAO holds numerous accounts with 
selzable assets that have already taken over a year without any result 

2 Constraint Summary 

us Regional de Cooperatives 

I DJlbnl 1995 Les RelatIOns Contractuelles en matIere de credIt accorde par les structures financleres seml-formelles MIssion Franca 
et d action culturelle Niamey 
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The liquidity In the Nlgerren economy IS far greater than the amounts that will be granted by donors 
Most of thl~ lJ-qUldlty: IS not mobilized In the formal or semi-formal sectors of the economy Constraints 

~- ""' .)......... ->;- -. ""'.l! .... - ,..... ..... ~ - ~ 

to the mobilization of these resources are - --~ 

• a mls~~!...!?X . .,a,~~s",,-<::f_bo!~o~ers, and by s~v~r,s.3!. ~a~~~due to almost a decade of finanCial 
institution failure, and high borrower default rates, 
• a lack of adeguately trained finanCial institution staff In the analYSIS of economic activities, and 

~ i ." .... c,.n,.......,. .... ...... v...""l~ .. ~~~~_~~ 

the expansion of finanCial services to rural and mlcroenterprrses and, 
• a hostile enabling environment favors defaulted borrowers over lending Institutions, and 
creates obst~estoerlTerp~~s~creatlon and operation 

Real peL caplt~~~~9!!l!~Jtr~~ ~EI reqUlr~ tha! !he ~~~nclal ,~~;:!0}~!~£h~~112re than 2% of the 
R~pul,~!19n Today .!L~therJhe commercial banks nor fti~ NGOS are pOised to meet thiS challenge 
Commercial banks faCing a hostile enabling envlronmentli""'ave deciCed ~to";abwrlslze rather than find 
Investment opportunities for their excess liqUidity The NGOs stuck In the belief that raising Interest 
rates are both usurrous and a constraint to expansion of demand do not know how to grow Both the 
commercial banks and the NGOs lack trained staff capable of managing Significant growth Without 
taking on too much risk 

The glass IS also half full The commercial banks know that downSIZing IS not a sustainable long term 
strategy Since they have excess liqUidity they might be more amenable than ever before to 
participate In dialogue on changing the policy enVironment, allow for greater leverage on guarantee 
funds, and receptive to haVing USAID finance bank staff training so that banks will be better able to 
assess rural and MSE loan rrsk 

AID has little influence over other donors NGO projects, though ItS role as a leader In rural and MSE 
_~_ ... ........ ..h. ~ 

flnancEt£,gQrdtnatlon_shouldJ:l2tbE?_~~p~ayed AID/NI~~aD-~~~~~~lt~ own projects, particularly 
CARE/BRK and CLUSAISICR, In accessing information on cutting edge MSE technologies, 
Identification of constraints to growth ancfasslstanCEfln~tnea1levlatlorrdfthose constraints 

In the enabling environment field AIDI Niger can continue to as~st th~~ G9~ 1n,,;91akl~g the policy and 
enabling environment changes necessary for growth 

--~- -

3 Supply and Demand for for Financial Services 

Despite conSiderable research on the finanCial sector In Niger, some fundamental questions about 
the market for financial services have yet to be addressed The airfoocomlntfn"tlohor solution of 
capltaliZfngrurarand micro ... enterprrse finance programs, IS only Justified where there IS no excess 
liqUidity In the economy or where the Institutional obstacles to mobiliZing that liqUidity are so great as 
to not warrant efforts to mobilize It Without a clearer understanding of the eXistence and nature of 
supply and demand for savings and credit Including their relative elastiCities, It IS difficult to 
determine what types of interventions Will allow for Significant expansion of finanCial services What 
IS clear IS that Significant expansion of financial services IS the only susta!DC!ble way for Niger to 
realize the level of econorrncgrowt'h needed to remain ahead of population growth ~ 

'""---- ---,.- - -.............- ......... ...,....,.,c. ...J;? ....... .".,l"InJ-l) 
...., ~ - ,.. 
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This section will argue that 

• Demand for loan funds IsJ~~~§en.s!tly:eJo ... mtereJ;t~rates than commonly thought, 
~-&.<;::.~....s"",~_~a;..... _ ..;,- - -. -dlJ.c.-..:::......~ ... lz:£-..... -'t 

• savings IS (elatlvel}! insensitive to Interest rates paid on deposits, 
~:;"'''''''~~"'<"_~~.J'i??~~l\l.~~ 

• sufficient liquidity eXIsts In both the Informal and formal sectors and that no 
~~ ~ .... '-'--...... .;:..~ - ... --..+ ....... ~~ 

capitalization of credit funds IS necessary, 

• Instltu~!!!9::-~n~~g~!1'!!!0Qment con~tl;&~~~_t~: PJrlnclpal constraints to 
expanding both supply and demand for finanCial services, 

• hftlPJL I~~e!!~~.r~te ceilings will bay,e~a negbg.tbJ,~~Jl!lpact on the supply of loan funds 

At current Interest rates the demand for loans exceeds lenders willingness to lend The SIAD and 
AFELEN have a loan approval rate of 1 6 and 1 7 respectively At the same time lenders complain of 
a lack of bankable activities What this suggests IS that at cl!rX~[1!2!2~~t12j~yJltenafor a bankable 
10a.IL~[~ falrIYJ~¥>tnQt~ve Cetens panbus this would ar~e for a rela,xln,g o!.~nt~~~st rates The Impact 
of a relaxation of Interest rates will certainly be to Increa~antTty offurfds that banks will be 
willing to lend It will likely also decrease the amount of funds that demanded by borrowers The 
quantity of additional available funds, and the reduction of funds demanded IS a function of their 
relative elasticities, or sensitivity to pnce 

Changing pnce however IS not the only way to Increase the level of finanCial services Another way IS 
to a~~cttejhe-sup.ply.,aod .demanG.Gonstralnts to the effective mobilization of Niger's surplus liqUidity 
Which strategy IS appropnate---change Interest rates or alleviate constraints? 
The answer depends on the relative elasticities of supply and demand for finanCial services and the 
degree to which both supply and demand are constrained 

A final way to Increase the level of finanCial services IS to Incr~SI§e the supply of loan funds by 
bnngln1J,l~,e~Jrric~CsQ~e:~2fcaPlfai lithese funds are made-available at su-bsla1zed rates they 
should have an even greater Impact on quantity of funds demanded than If they were pnced at a 
level that covered the costs of offenng those funds Given that current donor loan funds do not reach 
two percent of the population of Niger, It would tW~9..J;je(gulean Increase In donor funds to have a 

~~ ~~J!" __ '"'<-~-i.lt.~~~~ 

slgnIfl~'!f1t ~mllaQ,tQn th~~conomlc growth 
If the ~~e_~o~La ... r:.~ I~ ~nanSI~9_ re~J economic gro~ It Will have to reach a 
slgnIflc..~n.L.e.~centa~ge 01. NI.ger'~Eopulation Since donor funds are cle8iiy insuffiCient to thiS task, 
the questions to answer are ~ 

• IS there adequate liqUidity In the economy to finance economic growth and, 
• what IS the appropnate strategy to mobilize that liqUidity, Interest rates, constraint alleViation, 
or both? 

Interest rates and the demand for finanCial services 
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A number of interviewees contacted dUring this study suggested that keeping credit costs down was 
essential to expansion of loan demand Under this supply led belief, marginal Increases In Interest 
rates Will create a significant constraint on the quantity of funds demanded Proponents of this belief 
argue that demand for loan funds IS very elastic, small changes In the cost of funds Will have a large 
Impact on the amount of funds demanded Thus to stimulate demand the appropriate response IS to 
holds down the costs of funds 

This argument IS counter Intuitive In the operation of an enterprise, Interest rates make up part of the 
operators cost of capital The other part IS the economic operators opportunity cost of hiS or her own 
funds Invested In the enterprise If we assume that the economic operator uses none of hiS or her 
own funds ( a situation only found where Interest rates are highly subSidized, and lender discipline 
lacking), then a 10% Increase In Interest rates Will result In a 10% Increase In financial costs, a 25% 
Interest rate Increase Will result In a 25% Increase In financial costs, etc If we assume that borrowers 
only have one activity In which they Will Invest, It IS logical to assume that borrowers Will continue to 
borrow as much as they can until the marginal returns from an additional Unit of loan funds IS less 
than the cost of those funds Thus demand for loan funds IS insensitive to Interest rates up to the 
pOint where the returns from the activity fall to cover the Interest rate costs 

In reality economic operators have multiple Investment, and debt and equity mix choices This 
suggests that when Interest rates rise above marginal returns from an additional Unit of loan funds 
Invested, the borrower can either Invest In a more profitable activity, or Increase decrease the overall 
financial costs of an activity by Increasing the level of equity finanCing 

As borrowers shift their resources, including debt, to more profitable actiVities, they should again be 
relatively indifferent to the cost of funds until the returns from new Investments fall below the cost of 
funds This phenomena has been observed by the CLUSAISICR program As Interest rates and 
service charges rose, their was a dramatic shift away from a relatively less profitable activity of 
cereals storage to more profitable activities of cask crop production and livestock raising Loan 
demand did not fall, rather It Increased 

At the extreme, case where operators have no more profitable activities to Invest In, they can reduce 
the financial costs of an activity by replaCing debt capital With equity capital The higher the value that 
the Investor places on her or hiS own funds the fewer Units of equity capital Will be used to replace a 
decrease In debt capital Under this assumption an one Unit Increase In Interest rates Will be offset by 
something less than a Unit decrease In debt replaced by a Unit of equity capital 

This suggests that the dJWl..Q.n~DJ!.I_I]'p~1§.,s~oJJlewhat~sensltUla.tQ,!P~Et~~~e:~ The ability of 
Investors to shift to more profitable activities as Interest rates rise, and Invest their own funds when 
the opportunity cost of their own funds IS less than the Interest rate makes demand for loans 
relatively insensitive to price Dema.o.d!orJQao.iuIldsJs..reI.a.1ut.eJ.y InelastiC This observation IS born 
out both In developing and developed countries [Yotopolous] 

Interest rates and the supply of financial services 

Defenders of the elastic supply of funds argument argue for the lifting of Interest rate ceilings would 
enable banks to charger more for loans enabling them to pay savers more for their funds, thereby 
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P2---~ 

P1 ----/-4. 

-------
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attracting a greater supply of savings, which could be 
S2 re-Ient If you want to Increase the supply of loan 

funds you must pay savers more for their money 

Are savings rates sensitive to Interest rates on 
...... _~....,.,,_ ....... ~_ J ....... ...l ...... .?~~"l:&oJ.~ 

~ . .§!~Hl-9§Z Jhere _seE?~ms c9nslderabl~~~vldence to the 
contrary Numerous studies on savings patterns In 
creve-roping countries suggest that people save cash 
place a high value on accessibility and access and 
that they are relatively Indifferent to Interest rates In 
fact In many contexts, the saver accepts a negative 
rate of return for a secure and accessible place In 
which to save [Magill, Kula, Creevey et al] This 
indicates that up to some level savers are completely 

Indifferent to Interest rates, so long as their money IS secure and accessible 

How do ~~§.9£l!!!lJ.lLC!t~ ~aj(lngs m a spclety wbere so few Instltutlpns offer both security and 
acces~lJ:llfuy ~of junds EVidence from Niger suggests that mosl?ld!R!u~".'~!e~te?~D, ~I~estock For 
most savers It IS too risky to accumulate large sums of cash, so that as tile cast1tflat they accumulate 
exceeds their short term needs they begin to buy livestock Livestock as a form of savings IS held 
until the returns from livestock production fall below those available those from cash savings This 
hypothesIs was well noted In Burkina Faso by Des jardms durmg the drought 
years of '84-'85 As the price of livestock fell due to feed shortage and the need for households to 
liqUidate their stocks to feed their families, the level of cash savings In Village credit unions rose 
throughout the drought penod At the end of the drought savings were Withdrawn and reinvested In 
livestock as the returns to livestock production rose 

So long as the risk adjusted returns to livestock production are greater than those available for cash 
savings hoUs'ehoJds ten{i 19 !nv~st the bulk of their surplus In livestock [Hopkins: 1993, 1995, 
Hopkins, Reardon 1993] ThiS suggests that savers are highly inSensitive to Interest rates They save 
In cash what they plan on needing lii'1fl"9shortterm arYtrput the rest In hvestocr<"as long as the 
returns to livestock are higher than those from cash savings 

What then IS the Impact of Interest rates on the level of financial service proVided? 

Figure E 3a Illustrates the relative Impact of changes In Interest rates and outward shrfts In both the 
supply and demand for financial services In Niger P1 
IS the status quo, an Interest rate With a ceiling, P2 IS what the Interest rate would be In the absence 
of a ceiling ceteris paribus, P3 IS the Interest rate given an outward shift In both supply and demand 
for financial services from 01, 51 to 02,52 

Qe1 IS the quantity of loan funds supplied at P1, Qd1 IS the quantity of loan funds demanded at P1, 
Qe2 IS the quantity funds available at the eqUIlibrium price P2 Q3 IS the quantity funds available 
under the supply 52 and demand 02 

As the figure Illustrates, when sUPRI~nd demaruLaLe~@lill!':@JY..l~stlc, shifts In price have a 
relatl~)LSJ1l..~III1JP.El.fiQJ:I the quantity sCipplled or demanded Under thecurreii'fpoIl'cy of an Interest 
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rate ceiling, there IS a shortfall of supply because banks are only willing to lend Qs1, while at that 
Interest rate there IS a demand for Qd1 This IS the situation In Niger today, where banks complain of 
a lack of bankable activities ( given the Interest rate ceiling), and borrowers complain of a lack of loan 
funds 

If the Interest rate ceilings were lifted but the enabling environment remained unchanged, the Interest 
rate would rise to P2, and while the quantity of loans demanded would fall, the quantity of loans 
made would rise to the eqUilibrium Qe2 But, because both supply and demand are relatively 
Inelastic, the relative change In quantity supplied or demanded With a change Interest rates IS 
relatively small Thus lifting Interest rate ceilings given the current enabling environment will have 
only a marginal POSitive Increase on the supply of credit This hypotheSIS IS supported by 
representatives of the BIAO and the BOA who have stated that It IS not the Interest rate that prevents 
them from lending but the risks and high costs of loan recovery [Kula 1993, 1995] 

Returning to Figure E3a , a much greater Impact on the level of finanCing would occur If both the 
supply and the demand for financial services could be shifted outward to 52, D2 With an out ward 
shift In the supply and demand curve for financial services total loan output could s~6stanrlaTry 
IncreaSew'fliTelnrerest rateS""farr Ihls·pherlonlema -can be observed~ bY ~mparlng Niger With Mall 
Both ~ouiimes are In the CFA zone Both are Sahellan Mall has~~~~§1 ~.=?G.,9iOioerCia(banks while 
Niger only has three But the maJ9~~~~~nce between the two coun!nes IS that th.§r~"arp,JD~tJluflpns, 
and stwctures..tQ~LcI.§:~te a _much more favorable ~n~lronme~n~t for lending 111 Mall, than eXists In 
NlgerS In MallJb..e level of bank le~dlng I,s over 12 times as high, the Intere~tc.ates.1:..~r~J9Y.tel and no 
guarantees are required' - ..""... ~, 

__ jJ"'e:7!iXti""'-~ 

Potential Supply and Demand for Financial Services 

While It IS clear that shifting supply and demand out ward Will have a greater Impact on overall loan 
volume than a change In Interest rates, It remains to be determined how far the supply and demand 
curves can be shifted outwards By aJl~vlatrng the principal cQnstralnts to Increased financial 
services, loan demand wdl Increase and banks Will responq by creating Incentives to transfer savings 

......-~.." - ~ ---- .0..- .rt<::-.J.. .... ~ ..... 

from livestock to term depOSit accounts 
~";#SII-.G<>1g--..,,, ........ .,. ,c.~-r-"" ]--"-

ThiS study did not attempt to estimate the demand for loans under a scenano where the constraints 
to enterprise creation are lifted and borrowers are better able to communicate With bankers In a 
manner that Increases trust 

Ignonng the Impact of subSidized loan funds on bUilding sustainable financial institutions, the only 
way to do thiS for an institution who's goal IS to reach operational self-sufficiency, IS to borrow funds 
at subsldlz~d....t:ates If a financial institution has access to Increasing supplies of funds at subSidized 
rates In order to meet the growing demand for funds thiS IS not particularly problematiC In the short 
and mld- term The fickle affections of donors and the limited depths of their pockets makes thiS a 
rlslsy lon[.!erm growth strategy 

very effective v\cotton marketing board which greatly lowered default nsk to lenders The level of organization and literacy of at least 
the ASSOCIatIons Vlllagoises In Mall IS much higher than among their counterparts the Groupements Mutualtstes In Niger While extrem 
erclsed In companng across countnes With many uncontrolled vanables It should be noted that commercial banks In Mall lend over 12 
sand MSEs In Mall Without any external guarantees compared to less than 1 billion In Niger, With an almost 100% guarantee 
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The "c~aQ,_cLe£lrtJjn~ea..deo:.lsnd" argu'1lent IS both counter-intUitive and refuted by experience In 
Nlg~r and,~.!.§§Xllhere The argument assum"esttia(demancffotcreoffisreIativelyeIEtstlc and that a 
rlse~1n Interest rates will decrease Significantly the demand for loans First All economic agents who 
have access to capital make rational chOIces about the ratio of debt and eqUity capital to Invest In 
each of their activities based on the factor costs of each As Interest rates rise relative to the 
opportunity costs of the entrepreneurs equity capital she will reduce the debt/eqUity ratio of the 
activity financed before reducing the level of financing for the activity The Private sector banks and 
semi-formal lenders must borrow funds, or attract Investors If they are to grow Banks generally pay a 
higher rate of return on eqUity capital than on debt capital so are forced to lend from debt capital as 
much as possible The ability of entrepreneurs to mix equity and debt capital makes the demand for 
credit more inelastic than the supply of credit 

a Estimated Supply of Savmgs m The Nlgerlen Economy 

The supply of savings can be expressed Simply as surplus In the economy multiplied by the savings '2 
mobilization rate The savings mobilization rate should not be confused with the marginal propensity -
to save which IS the percentage of Income that IS saved Thus If the per 

This study pOSitS that marglnall?ropenslty to save IS and must be relatively high In the Sahel 
Contrary t()aonor bias WhlCh~poslts that peoplEfln the S'aheTare foo poor to save, It IS pOSited that 
Sahellans do ~m_d_musl §aye 10 order toJ:?,§ ~prepJ~J.f3q for future and ineVitable droughts Substantial 
anecdotal eVidence eXists to corroborate the hypothesIs tna'fSa hell ans ~save Hopkins et al [1993] 
estimate that Nlgerlen households save on average 6% of their annual Income Given that most 
Sahelran households expect a one to two year drought every ten years households would need to 
save closer to 25% of their annual Income This larger figure has been anecdotally corroborated by 
CLUSA agents [Kula 1995] 

The supply of savings In any gIven time should be the marginal propensity to save multiplied by 
Income raised to the exponent of the number of years since households have been accumulating 
savings In the case of this study 1988 IS estimated as the first year at which at which savIngs 
accumulation recommenced after the drought years of the '80s Two means are used to estImate 
excess IJqUldlty In economy 1) estimated savings rate, and 2) observed marginal propensity to save 

EstImated Savmgs Rate USing the conservatIve savings rate figure proposed by Reardon [ call for 
citation 1995] of 6% of annual Income, and assuming zero debt at the end of the last major drought 
(87 -88), savings IS estimated as population x average mcome per capIta x (1 06) 7, the savings 
accumulated at 6% of annual Income over seven years Average household Income IS estimated at 
$386 ($290 GNP/per capita) Under this approach IJquldlty IS estimated at 3 5 billion dollars This 
approach IS likely conservatIve because It assumes that there officIal statistics count all wealth and 
that there IS no value added generated by the unaccounted Informal sector 

Observed Margmal PropensIty to Save ThIs estimate IS based on the WOCCU observed average 
annual savings surplus per household of $30 per credit union member The observed savings rate 
multiplier IS calculated as follows average surplus per mcome earner ($30) x populatIon m Niger 
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(9 million) x ratio of active to inactive household members (1 3 1) x 7 (number of years since 
1988 Household figures are drawn from Hopkins and Reardon [1993] Estimated accumulated 
liquidity since 1987 IS 1 1 billion dollars 

Formal sector surplus In September 1993 the commercial banks surplus was estimated at 44,4 
billion FCFA ( $88 million US) Prudent financial practices and banking regulations prevent the 
majority of these funds from being mobilized for loans Even If 25% of banks deposits were kept In 
reserves (this IS unlikely because banks are no longer able to depOSit these reserves In the central 
bank lending window), this would leave 66 million dollars available for loans without mobiliZing any 
Informal sector surplus This $66 million IS both far greater than the sum of all donor financed loan 
funds, and at the same time a small percentage of the estimated surplus In the economy 

Regardless of how surplus savings In the economy IS estimated, or whether one wishes to Ignore 
either the formal or Informal sector surplus, th~~yeJ~fJ~l!!9.'!y 1!L~19~~!L~-9F!J£rp~.[I,,-~es the sum 
total of donor contributions to finance rural, micro and SfilfE actlvltles look like a droR, In the bucket 

~~~:}..~"" .... __ ~ ~ ~ _ -' rr 

Stra~Pbjectlve 2 (S02) wltfi ItS emphaSIS on economic growth, canngt 9.9Jltlnue to focus on 
drops In tt1e'ouc'KeTaCtlvltles - -

~~~~ 

The problem to resolve IS how to alleViate the constraints to-thJS surplus-being, mobilized for 
productive Investment~, ~iiovnodEmverrt th~~l:!g.b -sustamaQle_financlaI-mstltutlons 
~_~ ...... _ ..... '1- -

a Estimated Costs of Providing Credit 

Not a Single financial service project vIsited In Niger priced their loans a function of the costs of 
proViding those loans A number of semi-formal institutions In Niger claim to be charging market rates 
of Interest Generally these rates range around 14%- 24% Some are calculated on the declining 
balance, others on principal borrowed There are two weaknesses With pricing loans at the "market 
price" The first IS that there IS no market for rural financial services 98% of the population has no 
access to loans, the handful of NGOs who proVide credit, do so at Significant Subsldles56 The 
second reason that market price IS Irrelevant IS that the market price of proViding loans has bearing 
on the actual cost of proViding those loans On the cClJJ1rBJ¥-.::ltT~ls,j;be.actuaLco,st -9fJ~!~ldlng rural 
ancL.M..$~lpans thalwdl aventually determine the market~prlce -~ 

None of the financial service projects VISited has a sense of how they_rleed t.o price their services In 
orde:r:t;j;eco7p~9perabonally s~lf-sufflclent and=uit!iifately..:susta;nable While several reqUire that 
their chents provlde~ bUSiness plans not a -Single Institution VISited has their own, All three of the AID 
funded projects were aware of thiS problem and had expressed an need for assistance In determining 
their actual costs 

The costs of prOViding loans are cost of capital, operating costs, Including cost of ensuring prudent 
practices, cost of bad debt losses 

AppendiX xx IS a detailed draft model to calculate the costs of proViding loans 

edit projects VISited are dependent upon Significant subSidies either In the form of subSidized sources of loan funds or operating cost s 
credit unions are operationally self suffiCient but continue to depend on training mOnitoring and external control SubSidies 
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E3b AnalysIs of Demand for Fmanclal Services 

It IS difficult to estimate future demand for loans within the scope of this assignment It IS recognized 
that there are numerous production and transformation activities at the farm and mlcroenterprlse 
level that proVide returns well above the cost of borrowed funds 

It can also be assumed that as the number of households that have access to credit Increase, the 
number of loans, financing any given activity will also Increase 

[to be developed] 

4 Institutional Capacity to Provide Savings and Credit Services 

The institutional capacity to provide financial services In Niger IS very weak Niger has fewer 
commerclariSanRS(4rthaYfany ot.befco_l!n1ry~ln:th~ $atrel Th~l~n~ess for enterprise-creation than 
anx-~Ofnerp~U1Ks-I~:tfreLJMEOA region Most!!9Q~p!.ovld_e loans servlc~s!!!..~cas1i or In-kmd to 
their clients Most of thes~~J~ not ~ustalnable, hlg!llyJn~.!ffcIeiit1rna undermme_th~c;!ev~IQpment of 
serious rural and MSE financial service Institutions The Informal financial sector takes up the 

~ ~~Th,... _.1..-, ~~ :'<&-....I'~ _ L.:..,~ ~-..-"'_-.J'o. _..JL~~~~""'-u.. 

resldualnot met by form81 and semi-formal institutions It IS the major proVider of financial services In 
Niger The ~lnf0l1;;8i-sector IS dynamic, offers many savings and loan services, operates With low 
transaction costs and IS sustainable It IS not however an effiCient form for moving surplus liqUidity for 
production and transformation activities 

Popular conJi.@n9~ ~~ fl!1~!l.E.c:I.!~~!ltutions IS very low Since the end of 1992 savers have lost 28 2 
billion F CFA In deposits from four failed banks ThiS explainS part of the considerable surplus 
savings In the economy while bank deposit rates are low The other part of the explanation IS that 
commercial banks are unable to Invest deposits where they can provide a return on those funds 
Much of the rapid growth of the credit unions (CPEC) may be attributed to pent up demand for 
savings due to lack of confidence In the banking system 

a Formal Fmanelallnstltutlons 

Formal fioC!J1claJ-JDst!!utlons have and continue to be urban and industrially based, proViding few 
servlc;; to rural and smaller scale clients Some like the"BTA'O,havefUriCtiOried until recently as 
Investment clubs for their major shareholders At the end of 1993, twenty BIAO clients held over 
51 % of all deposits Bank loans to the private sector are largely for trade and public work projects 
Banks generally reqUire loan guarantees of 100% The major source of Income for commercial banks 
In Niger has been their deposits at the central bank, the BCAEO 

ThiS IS now changing The BCEAO to encourage bank lending Into the economy severely limits 
banks' capacity to Invest funds In the International money market Window 
The commercial banks In Niger have not yet developed lending techniques adapted to the changing 
policy and economic environment Because of thiS, Nlgerlen commercial banks have a serious 
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excess IIqUldltyS7 problem The short term bank strategy IS to downsize by discouraging savings The 
banks know that they cannot contmue on this path and survive 

Commercial bank resources have been shrlnkmg at a rate of about 10 billion FCFA per year since 
1992 Most of this decrease was due to the closing of Bahnex (6 5 billion cfa), Credit du Niger (5 2 
billion cfa) and a panic earlier this year at the BIAO (14 bllhon cfa) 
The remaining banks In Niger are very conservative and Will be slow to change Out of 18 banks and 
finance companies organized or In operation since 1978 only four banks and two finance companies 
stili eXist The enabling environment for new busmess creation constrains demand for finanCial 
services PoliCies and regulations concerning repossession and liqUIdation of borrower assets 
Increase lending risk and therefore decreases banks' Willingness to lend 

b Semi-formal fmanelallnstltutlons 

The seml:fqrmal finanCial Institutions In Niger are those institutions With a legally recognized status 
that the formaLpanklng authom~s donoJ.reguJate In Niger, donors fin~rotthtr'seml-formal 
institutions None of tllimJ IS sustainable, none of them can cover all of their costs through fees or 
Interest generated Of all clthelnstltutlons eOCounferecr only' AFELEN, the BRK, the SICR, and the 
~-y ~~ ........................ ,... 

CPE~9~t uDJons have any chanc~~_of becomtD.g-£LIstalnable AFELEN IS an-EEC funded small and 
medium enterprise lending proJect, the r'?J11C!!.~der lS USAID~ funded While definition of what IS 
sustainable vary, there IS enough In common among the above four projects to diSCUSS them In 
detail 

If the seml-forrnal--lnstitutLQflS aJ"~_ to become serious players In economic development m Niger, there 
must be ",~~shJtt towacd cos(recovery: expanslon~and efficiency amoog these institutions They 
must further either link to eXisting formal sJ;cJ;or Ills~tutlons to access the capital needed for growth, 

~.....-~ -~ -
or develop strong systems to mobilize savings as With WOCCU Most of them Will clearly not be 
players In any economic growth In the future because they are not committed to the prinCiples that 
Will enable them to achieve Significant outreach 

Yet the ~ml-formal institutions have advantages upon which can be capitalized The better of the 
..,q-z:!">";:;:1... ~~~~~ _ -- -....,- ..... 

largely donor funded-seml-formal finanCial mstltutlons have several advantages over banks m offering 
services to the geographically dispersed MSE and rural sectors Many of them have learned 
techniques to_ ensure high loan recovery rates A few have cost structures much lower than the banks 

~"'<id""'" ~ ""'"''''~ .... 

With relatively highly trained credit personnel These iFfSlitnt16'i1sl1aqe-acl)fflp~a1'afive advantage over 
the commercial banks In generating and managing a rural and MSE loan portfolio WOCCU IS highly 
effective at mobiliZing small savings If ItS current growth rate contmues, WOCC~l!I.!?,~£p~petmg 
With th8"eemmer0lal"banks for depOSits 

.. ,M ''''#''Y;!.o:w.".~~ --'I:P'~~"" - ..... =~~~ 

Women are the prinCipal victims of highly subSidized non-su§talnable financlaJ services There IS a 
f*l' -'.cr~ ",-,.f'ol'\-~ ...... '41'01~.... "='-- ~- <" ....."..,. .... .,.-4" ;r 

growmg body oT eVidence In Niger and elsewnere that proves that women's economic actiVities are 
profitable, and that they are able to pay the full costs of obtaining flnancra1"-sEfrv-Ices- -Women are 

~~"-fI 

more likely to have access to funds priced at full cost than where Significant subSidies are Involved 

Just underwent a panrc In which 14 billion F CFA were Withdrawn They no longer have an excessllqUldlty problem AS they rebUild d 
lem Will arise again unless they can develop means to expand their loan portfoliO 
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[Kula 1995, Rhyne Otero 1993, Weidemann 1992] Rather than working to 11ft whatever barriers to 
entry or constraints that may be gender based, many donors continue to compensate for rather than 
alleviated these constraints 

One way this IS done In Nlg~r IS..1O 9.ff~0~en_s~9~9, cr~QJ! fQ[.Ytprlslng.l[u~xternally Imposed 
cooperative or_colLectlye groups --Neither the groups nor the credit IS p,ld~talnable The women who 
are unfortunate enough to participate tend to be marginalized rather than Integrated Into the nascent 
services that are trying a to become sustamable Because they have short term access to cheap 
credit, 58 members of these groups often turn away the opportumty to access credit from financial 
service projects that charge higher rates and have a better chance of becoming sustainable 

From 1989 to 1991, CLUSA spent considerable energy trying to convince Village leaders, (male) that 
the women In their Villages should be Include In loans to members The success rate at these efforts 
was close to zero [Silcox and Kao 1993] When the Interest rates were raised from 11 % to an 
effective 16 6%- 17 5% and loans were clearly not grfts the problem of marketing to women ceased 
to eXist Men only controlled access to credit when It was subSidized, rationed and a pnvllege When 
the costs went up, the co-finanCing Increased, and senous collateral required women were no longer 
obstructed from applYing for loans In 1995, women's groups represented 38% of CLUSAISICR 

~~ .......... ,...-~ .... d':Lof_~~_ ....... ,",, __ ~ 

cllent~~4~o<i"pf~cu~~nt loans 

(a) Maradl Mlcroenterprlse Development Project 

The Maradl Mlcroenterpnse Development Project currently operating as the Bankln Raya Karkera 
@~~ ;n-rv1aradl:-Nlger beganlnf~e}tas part of USAID's Sm!!!§nt~rpnse Act!vlt~es Development 
Project The second authonzatlon IS entenng ItS last year Committed to the creatl~s through 
small_enterpnse employment, CARE agents have founart]}9re'dlfflcuLt to JJ1ikLQ.~~s iC!! enterpnse 
crea.!l,.in: 9TWOJklng capital than for commerce 

CARE/BRK charges an Inter~.§t rate of 1§% of lent pnnclpal, on loans BRK sporadically collateral 
but IS not Uniform In the collectlo~n: apprals}il, or secunng of that collateral According to the current 
expatnate aavlsor, 80%" of loans made by the BRK were for commerce Detailed analYSIS of the 
CARE/BRK project can be found In audits conducted In the last year [Horus 1994, Tan 1995] 

The good news about the CARE/BRK project IS that It IS salvageable The bad news IS that despite 
Impressive favorable attention, the CARE/BRK project IS In a shambles [cite IMCC paper With 
McCalne, Rhyne and Chnstenson] Indepenaanta-Ucllfs ~ggest that almost half CARE/BRK's 
outstanding debt of 661 2 million F CFA IS unrecoverable [Tan 1995] CARE/BRK's current director 
IS much more optimistic and expects to be able to recover two-thirds of their outstandmg loans 

According to the most recent audit, these losses are attnbutable to 
• no system of Internal control to track loans, 
• no management information system (MIS), 
• no system for wntlng off bad loans, 

of subsldlzedcredlt needs further research If borrowers receive subSidized credit In kind for Input purchases and are therefore unable 
where they are cheapest the non Interest costs of these transactions may be enourmous An example was cited of a GTZ project that 
Itlon of charettes which GTZ commissioned and provided While loan rates were cheap the charettes cost two times the market price 
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• no central management of individual loan portfolios, 
• Inadequate training of loan officers, 
• lack of supervision of individual agents, 
• lack of uniform application of sanctions and controls, 
• opportunities for loss and embezzlement due to an Inadequate mOnitoring system 

To thiS It IS Important to add that until now the BRK never had adequately trained directors 
All thiS IS changing BRK IS now under the capable management committed to revIving the BRK 
program CARE/BRK has OfieblTfiOri F CFA In assefs, (includlllg-questionable ones), and almost 200 
million F CFA In capital CARE has developed an Internal document, based on earlier audits, which 
outlines a program for change If, the proposed r~forms are followed, CARE can probably put the 
BRK back on track with sounc! MIS systei11S,mternalarnT"ex'temalControls, aJidbetter trained more 
prmessionarSt'aff""= - L ~ 

CARE has some difficulty with the Service de Main d'Oeuvre, who have sued CARE for attempting to 
fire staff CARE has been ordered to pay a SIX million F CFA judgments Former abuses of the BRK 
by Inadequately supervised staff reqUires that CARE use a stick as well as a carrot USAID may 
need to Intervene so that the same policy and regulatory constraints that hinder enterprise creation 
do not also hinder NGO operation 

If an .N.0~O finSlDclalJnstltutlon IS notjree to hire whom It wants, and fire whom It needs to while 
backed by the GON, LJsA1b, a~9 an international NGO, It Will have serious difficulties accomplishing 
thiS most bas!c and essential task when they are Independant of the donors The BRK IS a project 
own~gy,,1b~ GON, Impr~mgl}1ed by CARE and fin~~y"""~D A case could ~nd should be 
made that any judgments against the BRK are the responSibility of the GON If the GON were held 
co-responsible, for Judgments against an Implementing NGO, there are two pOSSible outcomes The 
first IS that these ridiculously large Judgments would stop, the second IS that the GON would be more 
supportive of sanctioning the Service de main d' Oeuvre, and the cIvil courts59 USAID, the GON and 
CARE, not BRK management, need to ensure that the BRK and other NGOs can fire Incompetent 
staff as needed (See Tom's section on the Inspection de Travail and the Service de main d'Oeuvre) 

T0c:Lay t!:te~BE.!S.£.C!..nt1.pLbe~consldered a vlabl~_sel}1l-formal financial service_provider If held to ItS 
plan for change, supported In ItS need for training, external controls, and occasional donor strong­
arming, It has a strong chance of recovering CARE/BRK IS conSidering becoming a mutual savings 
and credit institution under the proposed reVised banking lawo 

(b) CLUSA/SICR 

Senegal have already passed laws limiting the powers of the Service de Main d Oeuvre making It much easier for employers to hire a 

agment has VISited ACEP In Senegal and IS advocating adopting a similar approach Unfortunately the reformed banking law IS muc 
rights and responSibilities of mutual (cooeratlve savings and credit societies) than for non-cooperative ones The Impact of thiS amblg 
oCletles can be observed In Senegal where dozens of Institutions regardless of their prior mandate are reorganizing as mutual saving 
too early determine what the consequences are of trying to fit square pegs Into round holes are for financial institutions but It IS clear 

ng rendered by making much easier to organize as a cooperative society than as a private slnanclal service provider 
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The CLUSAISICR (ServIce D'mtermedlatlon En CredIt Rural) project ~tes as a broker between 
commercIal banks m NIger and ru[al coopeLatlv~~ prgaglzatlons Th'; banksf~cilon as whofesalers 
of 10ai1s~ The cooperatIve groups ~ac(as-retallers of loans to theIr IndIvIdual members ThIs 
arrangement enables members of the cooperatIve group to access much smaller loans that the 
banks could make dIrectly It enables the banks to make loans for rural and MSE actIvItIes at a lower 
cost than they could alone61 The cooperatIve groups have a legally recognrzed status as a personne 
morale and can therefore be held liable for any debts It Incurs on 15e'IiaTfO'firsmembers In a Nlgenen 
court -~--~-"~ ~ 

CLUSAISICR charges a servlce~.!be amount of the actIvIty financed Smce cooperatIve 
groups are reqUIred to co-finance 25% of all loans, the actual servIce fee ranges from 2 7% to 3 5% 

The major strengths of the CLUSAISICR program are ItS hIgh recovery rate and transparent 
management From 1991 to 1994 the recovery rate on bank loans-managed byCLUSA exceeded 
94%atnrnety days [BIAD 1995] In 1992 and 1993 thIs rate surpassed 95% In 1993, loan recovery 
at 90 days was 97 3% As to loans both generated and recovered, CLUSA IS the leader of the three 
AID funded rural financIal servIce projects 

Encouraged by hIgh recovery rates, SICR made several very large loans (4 totaling 80 mIllIon F CFA) 
t.c.,.,..>..l ~.::t.,. .... ...- ~ '- - .....;:.. 

to groups In the same area These four loans defaultea62 Because they represented almost 25% of 
CLUSA's total portfolio, they have haaadls"'astrous Impact on the oveI~lll!:.~v~!y rate for 1994 
(81JL%)63 ...... ~- -- '-' 

The SICRl'a~ ~q management InformatIon system that IS both a strength and a weakness In place 
smce 1991, CLUSA's MIS has enabled consIstent loan trackmg sInce the mceptlon of the SICR ThIs 
system, combmed WIth management commItted to transparency have, enabled the SICR to earn a 
solid J:,eputatlQ..l:b WIth the commercIal banks as an InstItutIon capable both managrng and reportIng on 
a rural and MSE loan portfolIO Unfortunately the hlstorrc_ dlsrnte[~?t of the bankmg sector m rural, or 
smalL-clIents has made,JLdlfficult forthe SleR to-eap.~tafize:oiLtt~gQQQJ:epLttGltlon64 

a lower operating cost structure than the banks They have a staff trained In assembling and mOnltorrng a rural and MSE loan portfoll 
tter sense of the economic activities being financed and of means to collateralize rural loans that would not be acceptable to commerc 
etalled diSCUSSion of how the SICR IS able to assemble manage and recover a rural and MSE loan portfolio for less cost than the com 
ula 1995] 

differences of opInion as to why these loans defaulted CLUSNSICR s former national director who approved the loan attrrbutes the 
p The current director correctly recognizes that any Single loan representing 25% of the total loan portfOlio presents a serrous rrsk to t 
0110 In diSCUSSing the situation With SICR agents It seems ciear that both are rrght 

n comes from CLUSA Internal MIS documents fournlshed on request 

eas Niger and ItS Institutions should not be held to they way things have been Unique opportunities eXist for the strengthening and ex 
clal Institutions to support real economic growth Devaluation liberalization and BCEAO reform all support greater opportunities for 1m 
Ices 
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CLU~s.~lIIanagement information system has become obsolete and ne~d,§.,.t9Jlvevlsed or 
rep~ With several loan tracking software packages on the market, CLUSAISICR-sfiouid 
consider replacing their system and getting the necessary technical assistance to tailor a new system 
to their needs At the time of this study the BRK was Installing FAD's micro banker as ItS MIS system 

While the SICR has clear strengths, It has failed to set up policies needed to Increase revenues, to 
lesse~~~_on th~~capltal endo~menrttiey-use to-cove'foperafing costs and to 
guar.antee loans Depending on growth proJections, CLUSAISICR needs to_be chargmg a 6 5-7 5% 

....... __ ~ j_~~ ...t. .... .- , ... _ --\., 

loan management fee before It can begin to cover ItS operating costs let alone, bUild capital (see 
annex E) 

CLUSAISICR has a policy of compensating ItS agents based on loan recovery at a flat rate that falls 
to take Into consideration, timeliness of repayment, risk exposure of individual loans and the size 
distribution of those loans SICR has high delinquencies from zero t9 ninety days Agents have been 
qUick to expand their portfolios [0 make larger loans that mcrease risk to the overall portfolio They 
have no fmanclallncentlve to recover unpaid loans once they achieve the minimum repayment rate 
to receive their commission A multi-tiered system to motivate excellence In performance has been 
proposed but not adopted 

CLUSAlSI~'s MIS system enables It to mOnitor loans, but 1.§J,~~ffectJve at tracklQg costs ThiS 
makes it Impossible for SICR management to Increase effiCiency In controlling costs, or mOnitoring 
costs agamst revenues CLUSA management does not have accessible information to calculate 
what percentage of their operating costs, administrative costs and total costs are covered by their 
fees There are no periodic balance sheets and Income statements, and subsequently the 
management value of these documents IS UnexplOlted 

SICR management and staff need m~lre.9JMzpj ~.9mLong.o.l[1g training ThiS IS also J~e f9r the BRK 
Expansion of these programs cannot be realized With a staff that IS not kept abreast of leadmg 
technologies m the field SICR agents need ongoing training and follow-up In risk analYSIS, marketing 
of their services, cost containment, loan follow-up and recovery 

Finally, there are several oper~!~onal ,?onfllcts of In~r.es! Ill. th~ 0Rer~tlon o~ t~e. SICR The first IS a 
conflict about who SICR' clients are CLUSAlNlger has always been committed to helping 
cooperative organizations, not banks Historical frustration With bank unwillingness to lend to 
cooperatives has reinforced the Idea With SICR management that the banks are the "bad guys" Yet 
all three of the commercial banks In Niger that the US can work wlth6s have suggested that they need 
an Intermediary mstltutlon to lend to rural and MSE borrowers The best way to serve rural and 
cooperative groups IS to make It eaSier, safer and more reliable for financial institutions to lend to 
these groups Most SICR credit agents are Indifferent whether a loan IS paid off on time or three 
months late SICR's policy of setting fees IS based the mistaken perception that the cooperative 
groups cannot afford to pay more Their fee structure must be based on their actual operating costs 

The second conflict of Interest IS Internal SICR IS operated by a collective, Kokan, which IS supposed 
to take over management~of-the Service at tlie eoa_b~AID~funcfrn§-~ROkarl Is-effective at 

ank the Banque Commerclale du NIger IS Libyan owned 
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managing their loan portfolio and protecting their Interests They have no management expertise 
Recently Kokarl members suggested that the SICR drop Its performancec0riim7ssionancfreturn to 
paying straight salaries without the commiSSion While there IS no mdlcatlon that the current 
technical director would consider such a move, the proposition IS mdlcatlve of the types of 
management-labor-client conflicts tYPical of organizations These conflicts are why there must be a -separat~on ~e!Ween_ ma..oagement-and staff CLUSAISICR contmues to speak as If KOKARI Will soon 
take ove"nlie management functions of the project This Will be a mistake 

The ma.JQLgld'{antage QUhJLSICR as a credit matchmaker IS that It can exploit ItS comparative 
""<:'-.. ..... _ .... ~ ~~~~~ J4u ...J:;.._ -- ,.... ~J:d..n ...... _ 

advantage of assembling, mOnitoring and collecting_on loans without undertaking the risks and costs 
of safeguardmg funds~ A major Criticism leveled at credit matcnmaKers-in the NGO context IS the 

~~_ ~ tI~ __ 

conflicts of Interest about whom the organization should serve66 This Criticism holds for the SICR 

CLUSAISICR IS currently researching the POSSibility of either abandoning the matchmaker Idea to 
become~anetab!Jssement fmaOOerslmllar to a finance eom p allY o(co nib n1 1I1g-:;"'malch maker functions 
wlthm tl1e fmance company ThiS decIsion IS largely motivated by frustration atcommerclal bank 

~.J.-""Wi""""'~ -$ 

reticence to lend for rural and/or MSE activity ThiS frustration IS Jtrstrfiecf=-tt'fS~llut"at"'all clear that 
the Commercial banks Will ever be committed to a serious expansion of financial services outside the 
urban and Industrial sectors67 Considerable enabling environment constramts continue to limit 
banks' Willingness to lend for rural and MSE activities 

If bauks are,not~gomg to lend to the rural and MSE sectors, then the SICR and other semi-formal 
>d' .t:-...u- 01."-

financial service activities must either become savings and loan Institutions or finance companies 
The downside of movmg from a loan broker to a finance company IS Illustrafe-doy BRK 

While the BRK has many weaknesses, their biggest problem was an absence of a system to 
safeguard their money that Will result m an estimated loss of at least 100 million F CFA The costs of 
establishing all of the mternal and external controls necessary to reduce and msure agamst the risk of 
loss of funds to disaster, poor loans, poor follow-up on good loans, loss of funds m tranSit, theft and 
embezzlement, are much higher than SICR management realizes Christenson (1993) estimated 
that the costs to an NGO of safeguarding capital can be as high as 50% of the cost of funds lent 

If the~..B. ~ecldes to become an etabiJssement fmancler It Will nee~~~§!~12E~n deslgnmg, costing 
and puttmg mto place essential safeguards ThiS assistance requires both local a"nd""'expatrlate 
experience An Ideal consultmg team would consist of three mdlvlduals 

• an expatriate fmanclal controller With experience In small enterprise and rural bankmg 
services, -~"?~~-" 

• a local msuranc~ repreJ?~ntatlve who could assist the SICR m establlshmg structures under 
which a localcom~)any would be Willing to msure the new etab/Jssement fmancler, and, 
• a loc~~ leg~l~expert 

f Interest as a problem In NGO credit matchmakers has been cited by Elisabeth Rhyne USAID Global Bureau and Matt Gamser dlr 
ct 

e excess liquidity and reduced opportUnity to Invest In international money markets 
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The above technical assistance should be part of an overall assistance strategy to CLUSA to 

~~ t& Wtl.c.: en .:t.-...... ~ "'" "-'- .... ~ """ .c "u,:;:;r,_~ 

• Identlfy",.,:ijogmclaLqQjectlves that can be measured In terms of outreach, returns to eqUIty and 
capital, loan volume and IRR, 
• set a~,~ or Interest rate structure that will enable CLUSA to realize the above objectives, 

~-""....,.t. __ 'b.> ........... -"'I~~ 

• deSign and Implememf a structure and a management Information system (MIS) appropriate to 
the institution and ItS objectives, and, -
• train ~ement and staff so that they can grow and respond to market demand 

~"i'l17'~J.f::W-.t 

USAI~cLbe __ cautJous In-sanctlomng the ll1oblllza110D~of coop'eratl::~""members' funds for the 
creation of a finance company, before the above has been achieved, or while AID IS stili an active 
partner AID lends credibility to ItS Implementing organizations, and therefore serves as an Incentive 
for borrowers and Investors to put their funds In an institution that may not have the controls In place 
to ensure the safety of those funds 

(c) WOCCU 

USAID supports the development of a credit union movement In Niger through the Niger Credit Union 
Development Project II carned out by WOCCU The first phase of the project been operating In Niger 
In 1989 One of three rural and MSE financial service projects financed by USAID, WOCCU has 
grown at mo!~e than 1 00% R-~~~~ ~~!lc~~ '!.~§O 

~ ...... 

The current project has four objectives 
• Provld~yall:llng to ~rec!lt ':!.!:llons philosophy and operating prinCiples, 
• Insure safety an.d soundness of member depOSits through operating management practices, 

....-. - -- -- ~ 

• help bUIld a Critical mass of credit um~ms essential for the development of a central financial 
clearing faCIlity for credit ~unlons and a national service organization and, 
• obtain an appropriate legal and regulatory framework for credit unions In Niger 

The blgge.sl ~tLclsm'oUhe wnccu approach IS the lar~Jd£:!~2Dl1DLY~~Dl~~ necessary to 
accomplish the first three of the above objectives While the up front Investments In training and 
human capital development are high, the results In Niger lo~ok promising 

Credit unions charge 2% per month on a declining balance for outstanding loans They do not yet 
receive Interest In their depOSits Most credit unions are reqUired to be In eXistence for one year 
before they can make any loans First time borrowers can only borrow an amount guaranteed by their 
own funds or those of a cosigner As members establish a credit hiStOry, they are slowly able to 
borrow amounts greater than those secured by funds 

Total member assets of 50 credit unions In Niger as of June 1995 IS more than 210 million F CFA 
~~"",3,'-

Member depOSits totaled 157 million F CFA, outstanding loans to credit union m-embers are 73 
million F CFA The average member (excess liqUidity - number of credit union members IS 15,000 F 
CFA per member Excess liqUIdity stands at 110 million FCFA 

Wggk,U has already_surpas.s.eJ1~t 9,!~ en_~L2~pr.£j~£L!D£I!f9.,t.2!.~J£E.Eroj::t success Number of 
credit unions organized, number of credit union members, total assets, ana~member depOSits are all 
well above project targets [WOCCU Progress Report June 1995] Outstanding loans - depOSits are 
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only at 60% of targeted levels but this IS largely due to the large number of new credit unions that 
have not yet begun to make loans 

Return on assets, and number of trainings and number of people tramed are not associated are only 
one-third of end of project mdlcators Return on capital IS low m part because of credit union liqUidity 
that earns no return A CriSIS of confidence m the bankmg sector has resulted In a 67% Increase In 
funds kept wlthm credit unions safes68 As credit unions move more of these funds mto both loans 
and savings m one or more of the commercial banks ROK Will Improve 
Failing to meet trammg objectives IS not a serious problem m the short term However, WOCCU 
should be careful that the movement does not grow faster than Its directors can be adequately 
tramed and ItS members sensitized to the hows and whys of sound credit union management 

USAID has financed several studies to learn how appropriate credit unions are as a tool to finance 
the deVeloprrlrmt ;ur~1 ioCi]V1SEeQoQgl1J!Q~acbViiY-Mostcre'drtunlonmovements do very little to track 
mem6ersrecon~omIc activity that IS clearly more of a donor concern that It IS for credit union 
managers Credit unions lend to members based on their character Credit unions spend very little 
time or money evaluating the capacity of a member's actiVity to generate funds needed to pay back a 
loan The credit union motto concernmg lending IS," A good loan IS one paid back" 

Credit unions could proVide a valuable service to their members and valuable Information to the 
donor by helpmg members' determine the profitability of activities financed before granting loans As 
loan size grows and competition m various production and transformation activIties Increases, 
capacity to repay Will become as Important as the character of the borrower 

DUring thiS study members of the research team vIsited the credit union of Sae Saboua to Interview 
members about their economic actiVities The Village of Sae Saboua also participates m the 
CLUSAISICR program The credit union had a 40% growth m membership In the last year and 
almost a 400% mcrease m deposits An Interestmg evolution IS occurring Several credit union 
members are also members of the cooperative group that uses CLUSAISICR to access bank loans 
The SICR reqUires a mmlmum of a 25% down-payment by each member of the cooperative group 
seekmg financing before the group can access a loan The cooperative group In Sae Saboua 
requires a 40% co-financmg from ItS members that IS much more conservative than the CLUSA 
reqUirement Several credit union members Interviewed use the credit union to bUild up savmgs to 
co-finance their loan request, and a number use their credit Union account to collateralize their loans 
ThiS represents an mterestmg evolution between two very different fmanclal services models 

The big question for the future of the credit union movemelli,m Niger concerns the establishment of a 
,........... ~'i:"~"..,,_~~ ..... 

ce~lJenc[ii'9!~icllTty amra ~~tlonc;ll tr~lnlng ~,n~.T.2_nltC?!I_ng servlc~e~~lty Member confidence In 
their mdlvldual creolfunlons IS high It IS not clear whether theywrrrFiave the same level of confidence 
m a central faCIlity, particularly after the departure of donor support So far WOCCU staff has been 
successful at combatmg the rent seekmg mentality that IS the demise of many decentralized financial 
service projects ThiS challenge IS far from over 

cnsls Within the SIAO system In Afnca due to a bank failure In Zimbabwe sent shockwaves throughout the Merldlan/SIAO system The 
that the SIAO In Niger was In difficulty ThiS cnsls of confidence was worsened when the preSident of Niger encouraged the populatlo 

Ir funds from the SIAO The preSident of Niger happens to be a Significant shareholder In the competing SONISank The SIAO IS unde 
t and the temporary CriSIS appears to be resolved 
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The growth In the credit union movement, the growing success of credit Unions being able to mobilize 
surplus savlngs69

, all suggests that the credit union IS an Important tool In financing growth In the 
rural and MSE sectors USAID should continue to support the credit union movement at least 
through the Initial phases of the central finance facIlity, and national service center 

4c Other donor funded Semi-formal Fmanclal mstltutlons 

There are abo~o dozen donor-fun~d t,!l1.,~.r.3.-Q.r_B.1I~Lfi~a~~c:l ~~ry~ce: act~vltles managed by half 
as man~onors None.Qf tnem~taflcr out as mnovatlve In their techniques or committed sustainable 
delivery of services 

Donors have budgeted a remarkable sum of funds for semi-formal financial Institution development 
Jean Thompson (1994) estimates potential supply of funds at 35 billion F CFA This study 
overestimates the level of avallabl~ fred It funds In the semi-fOrmal' sectOrOecause It counts total 
budgets and not available funds or outstanding loans Interviews with AFELEN the Caisse Francalse 
du Development, PNUD, GTZ and USAID the major donors In the sector put the capital potentially 
available for small- medlum- and mlcro- enterprise actiVities at closer to 15 million dollars or 7 billion 
500 million FCFA 

There IS not a set of oReratlng principals that unite most of the, semi-formal financial institutions, 
though ~ sound fi'iianclal management practices IS a umfylng characteristic ~ 
Many do not plan to become sustainable Of those that do, most are not realistic All operate with 
slgnlflca[ltsubsldles The best subsidize capital but not operating costs .~~ 

-""'~ 

One of the more promising initiatives among the semi-formal financial institutions IS AFELEN (Agence 
de FmancemenT-et d'Encouragement de la Llbre Entrepnse au Niger) Its clle;o.ts".~e:J!lJ.aJ!llY small and 
medium sized enterprises It offers loans at rates that could cover ItS su.b..sJ.d1zed~cost,otcapltal and 

~~-r-"];...l«.J> ~...-....-.>.-"- ~ ___ _ ~ ..... ,... __ ~ '--

operational expenses If loan volumes were expanded Their transaction's costs are high Their 
dossier rejection rate IS almoSt 90% In their first year of operation, AFELEN financed 60 loans for a 
total of 1 9 billion CFA 

Many NGO projects link financial services to other transactions or desired behaviors Projects 
finance the sale of motor pumps, carts, and wells In kind Others give loans for limited actiVities If the 
participant agrees to plant trees or undertake some NRM activity These systems have high hidden 
costs and are not sustainable In all cases reviewed the In-kind credit cost the borrower more than If 
she or he were free to purchase It on the open market [GTZ, Projet Tarka, FED] 

Several of the semi-formal financial institutions VISited, operate under the condescending assumption 
that people In the Sahel have nothing and therefore no knowledge of how to manage anything 
Based on these assumptions, assistance must be based first on giving people something (cheap 
credit) and then either managing It for them, or teaching them how to manage It The form these 
activities takes IS to grant low Interest loans, generally with no collateral or co-financing required, and 

ars given current growth credit unions deposits Will exceed the total amount lent by both the SICR and the BRK In 1993 
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then to reqUire that a portion of the payback constitute a forced savings account The practice of 
forced savings should be abandoned because eVidence from thiS study suggest that the average 
Nlgenen saves a higher percentage of her or his Income than their EUI:~m~]!1 or AITlei'iCa""n..... -. 
counterpart The practice ofnoL!:§gulnn~!!y Jn~e~tm~nt by the Qperator IS justbad huslness 

Semi-formal financial services that lack a commitment to cost recovery and eventual sustalnablhty 
are beginning to undermine those that do Both In the Rural Financial Institutions study [Creevey et 
al 1995], and In thiS study, Instances were observed where participants In one credit project 
declined to JOin a credit union or borrow from CLUSA of CARE because they had access to 
subSidized loans with another project 70 

Most of the...semt.fo rrnaLfmancla I SelJJlC~ I2XgJ~cts have no Idea what It costs them to deliver loans 
Many claim to charge market Interest rates In reallt~';lnere is>ne~markEif~Jf!l~~~~!Ie~rvlces for 
most rural micro-and small scale ~nterpnses In the absence of a market the term market Interest 
rate becomes Irrelevant In order to bUild sustainable institutions out of the array of semi-formal 
institutions, loans Will have to be pnced at what It costs the institutions to deliver them The ineffiCient 
Will eventually drop out and those that remain Will determine what the market pnce of a rural or an 
MSE loan IS ThiS Will obViously take time 

US,AID,has two roles In working with other donors' credit projets The first IS as a recognized leader In 

the fi~~ of 1?JUI!~ID.9 d!lJ?ble~fiJ1~oclal serylc~ institutions USAID can contnbLiliLS~fi~!~teral5ry"lcj"the 
debate on-how to strengthen the finanCial services sector by bnng the lessons gained from 
suecesses worldwide to the table In Niger While a number of donors are not yet conVinced that 
sustainable Institutional development IS Important, many If not most are Interested In how they can 
more effectively mange their resources 

The second role for USAID~JQ",,~ns_ure......w!.th, Q£l]qre th,at,~cr~l1J>rOj~~t~ ~ose objectives are In 
confll~mlne each other USAID In collaboration with the CEE, GTZ and the French need 
to agree to let the~servlces focused on sustainable delivery of services operate In the most 
economically viable regions relegating the high subSidy programs to those areas where an argument 
can legitimately be made that people are so destitute that It does not pay to try to bUild sustainable 
institutions there 

d SemI-formal fmanclal instItutions PrognosIs 

U5@Q~n~~~= to take a amor,:_actlve role In the momtorlng a~n~ e~aluatlon of Its finanCial 
seryl~~J~!:2!ects There are Important lessons In what happened to tKe CARE/BRK system 
USAID/Nlger has given each of the three finanCial service projects free rein In managing themselves 
New emphasIs on economic growth necessitates sustainable institutions to deliver services to rural 
mlcro- and small scale enterpnses The development of sustainable finanCial institutions out of NGO 
projects should not leave anything to chance If the USAID funded finanCial service projects 

pie cited IS of members of a CARE/women's tontln project declining Interest In the BRK 
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particularly BRK and CLUSA are to achieve significant out reach, efficiency and sustalnabhllty, they 
will need more gUidance and direction 

~-.~ 

CLUSAISICR has been operating for two years with little Idea as to how much they need to charge to 
meef1helr financial targets While an earlier report was heralding the SRI< as-a likely success, the 
Institution itself ~as foundering WOCCU has fared better because an established methodology and 
MIS have enabled WOCCU to more effectively self-monitor than either CLUSA or CARE 

S02 targets call for measurable real economic growth If USAID IS gOing to Invest In financial service 
projects-ln-orEl-er-to-achleve S02, It must act as the principal Investor that It IS ' --
CLUSAISICR IS consldenng becoming a member owned etabllssement fmancler BRK IS headed to 
the creation of a mutual savings and lending institution under the upcoming reVised banking law 
When they achieve thiS step, and USAID no longer subSidizing a major portion of their costs, AID Will 
no longer have a say In how the successor Institutions manage themselves Until then AID can do 
much to maximize the potential success of these_ and other JinanclaU~.ervlce projeCfSlrYlnslstlng on 
and assisting In the follOWing 

• annual financial audits (semi-annual for the BRK), 
I 

• establlshll]g a fee struct1J(? Qf 1D1erest [ate that enables the project to achieve ItS financial 
goals taking Into consideration actual performance and expected growth (CLUSA, CARE), 
• developm~!Jt of ade:quate mpIutonng and evaluation and management information systems 
(CLUSA, CARE), 
• estabhstJ..ment of clear operating procedures, particular with regards to employee performance, 
compensation and deofrecovery 

In addition USAID/Nlger can do much to Improve the enabling environment for the operation of 
financial service projects by working to limit reform the laws concerning collateral contracts, and 
limiting the powers of the Inspection de Travail If USAID IS committed to strengthening the financial 
sector as a means to support accelerated economic growth It needs to be more dynamic In ItS role 
as ~Q~~lls.§tn Investor 

6 ConclUSions {Babu rlba, babu bashe (No profit, no credit, Hausa)} 

(No profit no credit Hausa) 

Babu rlba, babu bashe 
(No profit no credit Hausa) 

A reasonable case can be made that real P~I capttaLecoJ:lon:ue-gr::o.wth.!rLNlger IS achievable It IS 
difficult tQ...Lr:naglne, however, real ecOiiOmlc growth Without substC!o1Lall~ II11Q[§veaaccess to capital 
for largsLnumbers of Nlger!en ruraT small- and -micro.:snterpnse ogerators Todayfhetotal of pnvate 
sector finanCing IS difficult to calculate exadiYT>uraoes nofeXceed 32 billion F CFA Per capita, thiS 
amounts less than 4,000 FCFA or $8 OOUS per capita If one counts only loans for mlcro- small- and 
medium scale enterpnses, total loans are1nfefiOrto 6 billion F CFA by liberal estimates ThiS 
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amounts to less than $2 US per capita Today less than 2% of the population of Niger receives 
financial services from formal or semi-formal Institutions 

At the same time that msufficlent funds are available to finance economic growth, there IS an 
~~"""'~f'< -"'--'-........,.~ 

extre~J~rge _sljrplus qf savl~§fs Ir:!_the _e",-co~omy Most of~avmgs IS m the mf,?rmal sector 
largely Invested m IIvestock~6ut clOse to 200 mllllo"n~ 9.2!19r~_US_ls ... kept m cash 

'- .... -:::.._............,., .... '-'-- >oj 

It IS unlikely that a major Increase In donor funds for rural mlcro- and SME development would occur 
even If It 'were JUStified- YetwlthoufamaJ-or mcrease linfcce~s§ to financlafservlces It IS difficult to 
see hWC9Are:~EIlc?'n:tlc_g~o~~.!"I!I,...~~finance(f Tlieappro'p~t~Qngr ~t[~ne~y should be to 
alleViate the constraints to the mobilization of this m9lgenQu~JlqUldlty for productive use 

---", ......... """ ... 

An analysIs of the fmanclal sector m Niger suggest that opportunities eXist for growth In the financial 
sector and subsequent capitalization of economic activities' that wfrrdrlve reargroWtnAt the same 
time there are many ob_stacle§ to oV..§LcQJlle before the financial sector can.,play any role In 

accelerating economiC growth In Niger The la~1inancra(se~~e.s I~J~ _~C?~ ~£nstramt to 
enterprise ~rowth and development Today the~~9JJ~ ..... nOJnstLtutlql1~ prepared to fill this gap In a 
mannetthat Will have an Impact on economic growth In the short term I(ffle fll1anclal sector IS to 
playa role m facilitatmg this economic growth of Niger, the major donorS_in collaboration with each 
other can do I"Dldch to 9.ccelerate this process ..... -- ~- - ~-~~~ -~- ~~~--

~~ ............. - .-

The followmg section summarizes principal observations of the status of the financial sector In Niger 
m as of September 1995 

The commercial bankmg sector Will not playa Significant role In economic development m the 
short-and~ --~---~~= -~ 

The commercial banking sector does not playa Significant role nor does It envIsion Itself playmg one 
m the overall economic development of Niger Large scale commerce (mamly Imports), mining and a 
very small number of large mdustrlal firms (beverage, petroleum, and energy) plus government 
construction contracts made up 77% of all bank lendmg m 1993 All of these loans tend to be fully 
collateralized or externally guaranteed The banks are currently unable to assess or manage the risk 
associated With a mlcro-small- and medium enterprise portfolio What IS more Important, they would 
rather not learn 

Today the banking sector IS III-SUIted and not motivated to reach .ouldlr~ctly to larger numbers of 
relatweJ¥--SJD.alLspale Clients Their~cost structure an dthere-a~tlcal tooi~ are-not SUited to lendmg to 
the rural and mlcroenterprlse sector Because of relatively free access to the BCEAO money market 
wmdow until 1993, commercial banks never had to learn how to manage the risk of diversified credit 
portfolio 

The commercial bankmg sector finds Itself In a Situation of e!2..~.§.l!q.Yld!ty-.but thiS may be a 
temporary phenomena It remams to be seen whether formal sector finanCial institutions Will attempt 
to expand their lending portfolio and grow, or downSize their liabilities to bring them m line With their 
current lending portfolios EVidence suggests that m the short to mid-term, banks Will adopt the more 
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conservative strategy of downsIzing rather than the riskier one of learning how to lend without full 
guaranties The major clients of the banking sector are the BCEAO, the mining sector, large scale 
commerce, and large mainly European private sector firms holding public sector construction 
contracts 

That said, things are changing Banks can no longer deposit 10- 15 million CFA each week In the 
BCEAO were It IS Invested In the relatively risk free International money market Projects with full 
guarantees come few and far between In the short term the banks strategy IS to down size there 
liabilities, mostly deposits, to a level that can be served by the small portfolio of risk free Investments 
that the banks make In the mid-and long term this IS an untenable strategy and the banks know It 
Slowly banks will either have to learn to manage a relative diverse portfolio of assets, or hire agents 
or brokers to do It for them It IS not clear whether eXisting donor guarantees can be effectively 
leveraged to Increase loan outreach In this adverse environment 

If one or more of the commercial banks decides In the future to lend to small and rural enterprises, 
they will need to work through an institutional intermediary better sUited to evaluate the credit 
worthiness of proposed loan projects The only way the formal banking sector can be expected to 
finance diversified economic growth In the short term, IS by working through such profit making 
Intermed larles 71 

Most of the donor funded fmanclaLser:vlce proJe..c~tsJack_any vIsion to achieve operational self 
sufflc.lency,~~~~ ultirmitely, profltabll.liy-andgtowth 

Most of the donor projects providing financial services to the private sector, are based.Jm..gJptlgued 
mod@Ldependeoce.on subsidized donor funds The better of them have adopted procedures that 
ensure strong recovery rates, and/or charge fees that cover most of the activities operating costs 

Many of them eltb~r hc!y~ major reco\lery, problems, poor record keeping, fees insufficient to cover 
costs, subSidize loans, Inadequate training of credit agents, and no viable plan to expand services or 
outreach, Independent of donor Subsidies 

Of the USAID funded projects financial service projects only WOCCU stands out a? baYing a clear 
vlslo.D_of-the fufare,~hlgh recovery rates, strong tralnmg,_pp~lfive Clllct£llmost exponential growth At 
the same time, WOCGU d~endence on member savings borrowed at 0% Interest IS a limiting factor 

~>«:'~ .... ~ ....... ~-._....- ....... >::;..~-=-..... ... -_ "'-t.-w- .>.~.'''-~ ~~~--J. _____ .....,l.o """" ..... Jo::aj 

to thagcowth of credit union savings WOCCU also requires substantially higher training subSidies 
than ~~7 of the other AI D funded projects TneCL1-fS8!Sl~~ nas- most ~u6~ ~Ie!:ll~nt~ of a strong 
credllltcogr,am with greatly reduced risk of mismanaged funds because they manage loans for the 
commerCial banks rather then lend themselves CLUSAlSI913 IS currently dev§lopmg a plan for future 
growth but It appears as driven by Ideals as by financial prl~clpTes The C.A,EE/E!RK project IS 
currently In ...!!:l.§.~o[sLshape oUhe three and In the~_absence of donor support and mOnitoring, could 
not~!llU:lUe-

tatlves of the BOA BIAO and the SONIBank all articulated thiS pOInt 
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On the other hand CARE/BRK's current technical advisor IS aware of the problems, and has 
developed a program to address them If both CLUSAISICR and CARE/BRK commit to Implementing 
sound-credlt~mar:tagmrl...§.nt principles, both have a 9"00dctianceofbecomi!l9~9P-~r~110nally self­
suffic,ent In the-next two years ~ CLUSAlSICRcould reach o-perational ~self-sufficlency In the next 
year 

Of all the semi-formal financial service activities In Niger only the WOCCU credit unions are close to 
achieving operational self-suffiCiency72 AFELEN has cohsIder-able potentlql to serve the SME sector 

~.... ..J""--....,.,.::t~-.... --- .... .,. ...... ,.....""',)' ~..... _ J;..,.,. 

but IS slow to grow to ItS capacity and loans are subsidized The best of the remaining semi-formal 
> ~ 

financial Institutions In Niger have not yet reached operational self sufficiency, though CLUSAISICR 
has potential to achieve operation self-sufficiency CLlJSAlSrCR has deCided to change ItS status to 
become a licensed finance company (etabllssement finanCier au Niger) and Intends to operate as a 
profit making institution for ItS member owners 

If the donor funded semi-formal financial actIVIties are to have any Impact on overall economic growth 
In Niger, It IS absol~ely_ essential that thID'~bec9,!,e,_f!I~0p'eratlon§!lIy self-sufficient, and then 
InstltutJ,QDaLI¥_lndepe_ndent of limited donor resources The only proven way of achieving thiS IS for 
these Institutions to begin earning returns sufficient to attract savings and or Investment capital 

PotentIal eXists In the semi-formal financial sector, to Improve operations and achieve 
outreach 

The only ,,!~y to realize AID/Niger targets by 200~ IS f~u«Cl)J BRK a.nd~StCR to 1) cover all 
operating costs out of Invested capital and equity, 2) set fees high e~nQ_ugh to attract savings or 

~ ..... """'" r \,('!I~"'.L.> 

Investment capital sufficient to displace donor contributions, and 3) by d'?!!la..so".~~Q..,al!.2!ng services to 
reach 1 0% of tb~ NlgeneD PQPulatlon In the next decade 

~~"'-

Excess liqUidity IS also found In the Informal sector 

The Info([l;t~1 sector also has apJ;!arent excess liqUidity Several observations support thiS 
...... ........, ~_ ...... "'-'-"""- ___ = ........ ~~ .... u......z<.o.Jwo.--'"'" 1= ... ~ 

observation ConSiderable savings IS occurring at negative rates of Interest Indicating a positive 
demand for savings services (see figure E 3 1 Estimated supply for savings) Almost all households 
save, liqUid savings ar~ either kept at home for emergencies or With gardes-ruoiinel~~J1dlontlnes 
N'One of thesetorms offer any returns to the saver other than the services of accessibility and 
security The willingness to accept a negative return on short term savings IS Indicative of a surplus 
An argument can be made that the conSiderable savings that are held In theJorm of livestock and 
bUildings could proVide higher economic returns Invested 111 light production and transformation 
actIVIties Currently there are no Institutions In which rural Nlgerlens can Inv.est In which offers them 

~~- - ... ~,.... - ....... ..... 

returns equal to or greaterl:l1an what they courd earn from livestock production Estimates of cash 
savings In iiw-economYlfi1ne~tn-formal sector are between 90-180 million dollars US WOCCU 
reports that the demand for a reliable institution In which to save IS very high In rural areas The 
WOCCU project In Niger has SIX times as many savers as borrowers With an surplus savings of 
15,00~B~ni,liy,larg;roiTil!J~rcants~whose-gross Income IS In the billions of 
FCFA annually report large Investments made elsewhere In Africa and In for~l9,..n..b~nks because 
they are unWilling to Invest ttrerr~sufpfus liqUidity In theNlgenen private secto7 at thiS time 

dual credit unions are operationally self-sufficient large subSidies remain for training and IB 
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The Informal sector will continue to be the major source of rural and agricultural finance 

This IS both good and bad for the development of the economy A reasonable estimate of the 
Informal sector IS that It produces 200% of Niger's GOP Most of the financial flows from this sector 

____ ~ _ -" ""'" ~ .... ,........... .tJ ~~-' ..... -.... ..0; ....... "" 

are afso froJ11lnfQrI:nal sources (there IS a small amount of capital flows from commercial banks to the 
Info rmaTsecto r) There also appears to be short term liqUidity surpluses m the Informal sector 
Without Informal savmgs and credit mstruments, Informal sector growth would not be possible At the 
same time, the highly personal nature of Informal financial services makes It Impossible to allocate 
these resources based on the potential returns of a proposed activity Most of tl)~J!lf~rmal_sector 
fmanclal services are linked to commerce and trade and little capital IS available for transformation 
and prodUCtion -=="~~ ~,~ - -","-

The role of the Informal financial sector Will shrink as the semi-formal institutions In Niger 
become viable 

Comp~!arlty eXists between the lf1,formal and ttle s,e'!l~-: and forn]aLsE?ctor Institutions The 
Informal sector finances the reSidual set of activities thought of as too risky for the,.,formal sector In 
Niger thiS IS mQ.s(econoITuc. activity As the semi-formaT inStitutionS grow both In outreach and profits 
In Niger, It IS likely th~ e~en th~ba[1~IsJ.!Jg.J)e~flroegffiT6gefmorelnvolved As seml- and formal 
sector mstltutlons mobilize Investments and savings oufof the Informal systems to finance 
transformation and production, the surplus In the Informal sector Will diminish Until that time the 
Informal sector Will continue to take upriiOSt of'tl1eSlaclC ~~~-

The most slgnJ~c~nLconstralnts to ln~ed_J_nyestment In small- and medlum- enterprises 
IS the laEKof viable ~conomlc activities to finance Much of the lack of bankable activIties IS 
due public sector obstacles to the creation and operation of formal sector enterprises 

Almost every financial service project contacted, remarked on the "manque d'esprlt Initiative", In the 
context of explaining the lack of bankable dOSSiers to finance At the same time the courageous few 
who have attempted to operate small to medium Sized enterprises complain of a hostile regulatory 
environment that requires authOrizations and ceding of control of function normally conSidered the 
domain of bUSiness management The most outrageous of these offenders IS the Inspection de 
Travail, and the CIVil courts that back them Today the abuses of the Inspection de Travail make It 
Virtually Impossible for a firm to recrUit and fire based on competence or lack thereof ReqUired 
authOrizations from SNE and NIGELEC for the mstallatlon of private water sources and electriC 
generating capacity also serve to discourage the creation of private firms 

The major constraints to Increased Investment In mlcroenterprlses are theJaclLof ~!te.nslve 
outreach of financlal service proJects, and a formal finanCial sector diSinterest In rural, mlcro­
and Informal sector enterprises A complete dismterest on the part of commercial banks In rural 
and MSE finanCial services IS only minimally tempered by a Situation of excess liqUidity necessltatmg 
that banks either lend or down size Among the semi-formal institution§. Vf?ry few have shown the Will 
to earn suffiCient profit from loans to offer savers and Investors a respectable return on their 
Investment 
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Assuming surplus savings In the economy, the challenge for financial institutional development IS to 
mobilize the surplus capital on one hand, and to flri9.~6~'lkc~J2,I~ riLC?!§Js l£finance on the other After 
thesesFiofnermquestlons are addressed the remaining question IS how to make these institutions 
profitable enough to continue mobilizing capital so that the institutions can grow to serve enough of 
the population to have an Impact on the overall economy 

Subsld~ed credit has been and continues to undermine the estabhshment of sustainable 
_0::. -=... ~_.... _ '<j;'-'Lr' -.l'.!Ilo~ 

financlaLmJitltUJ:I~JI ~evelopm~nt In Niger --

Subsidized donor credit activities undermine both the supply and demand side of the financial 
services challenge Subsidized Interest rates encourage th~J2Qo[ tQ~maln In activities that 
would n£!"be profitable mJhe absence otsuch st1l5SidleS,Such~~g~rea~~m,C!rk~JLnJh rather than 
moving mto_more profitable actIVIties that enable them to earn rents that can be used to offset the 
adverse consequences of future droughts 

The ubiqUitous claim that there IS a lack of profitable activities to Invest In IS In part exacerbated by 
the provIsion of subsidized credit On the same side of the balance sheet a number of mlcro­
entrepreneurs were Identified who were not Interested In borrOWing from either a bank or donor 
project charging real rates of Interest, because they could get subsidized credit from projects that 
have not intention of bUilding sustainable financial service Institutions Since 1992 CLUSAISICR has 
not been able to operate In arguably profitable regions In the arrondissement of Agule because of a 
FED funded project providing cheaper credit In the same area There appears no indication that the 
FED program has any objectives of becoming sustainable 

Subsl~!l~d s;redlt projects also serve to hln",der the mobilization of surplus savings for productive 
Inv~.1roent If the current set of formal and seml::'formal InstitUtions providing financial services IS to 
grow to reach large numbers of Niger's rural poor, they must be able to offer rates of return to their 
savers and Investors high enough to shift this Into these Institutions PaYing positive real rates of 
Interest to savers and POSitive real returns to Investors necessitates charging positive real rates to 
borrowers Institutions moving from operational self-sufficiency to institutional Independence cannot 
compete With subsidized credit programs Subsidized credit programs serve rather to slow the growth 
of sustainable institutions 

The lack...oJ coordination among donors and lack of access to information about principles of 
successful institutions learned elsewhere In the world, are slgnrflcant constraints to 
consensusJ~)U!ldlng about the Importance of sustainable institutions and how to go about 
developing them 

The development of Nlgerlen financial service institutions, both formal and semi-formal, suffers from 
a lack of information regarding the lessons of small and mlcroenterprlse financial service successes 
worldwide Banks, and NGOs dedicated to sustainable financial Institutional development need to be 
aware of what can work elsewhere Too many seml- formal institutions contacted cited the 
observation that what works elsewhere IS not Important because Niger IS different While Indigenous 
and environment and constraints should neither be Ignored or underestimated, they should never be 
used as an excuse to Ignore established prrnclples The lessons learned from the emerging 
successes In mlcro- small- and medium enterprise lending which have become the accepted 
principles are analogous to the wheel If you want to move something In an efficient manner one 
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needs a wheel Now It may be more appropriate to put those wheels on a charette, on a bush-taxI, or 
on a 4x4 The most appropriate vehicle to take Niger towards sustainable financial Institution 
development must take Into conSideration the enabling environment Regardless of the vehicle 
chosen If the wheel IS not round It will not go anywhere 

Worldwide, USAID has emerged as the leader In the development of sustainable micro and small 
enterp~~ fjlla!!cial~lJsflrulion Jiev:elopment USAJ D should J§.ke ~efs!1!p-.lQI.e..JD-C.Oordlnatlng with 
the other principal donors In the field and the GON to share experience, develop a consensus on 
basIc operating principles for the development of sustainable Institutional development, and establish 
ground rules for operating that facIlitate cooperation and minimize competition particularly from non­
sustainable approaches Efforts should be made to establish a consensus among major donors to 
conduct annual financial audits as a diagnostic tool .A:greements on an'nual audits will also 
encourage greater financial discipline among service prOViders While some of the smaller donors will 
not be expected to follow Immediately, much will be achieved by getting the larger donors In this field 
to agree on the Importance of operational self-sufficiency, capitalization from local sources and 
Increasing Independence from donor funds An additional area which Will benefit from donor 
collaboration IS the establishment otst~nd.§lrds_ for guaralJ~ so that banks do not get donors 
to c0l!lp~te against each other to offer banks higher and higher levelSOf guarantees Eventually the 
smaller donors can be coerced to adhere to the same principles 

With ItS eXisting projects the goal over the next two years should be for all USAID activities to 
become fully operationally self suffiCient wn-Ile Iny~~lijlejillfl some of the an<?llIary assets of these 
programs like training and study tours can be supported by AID, there IS no eVidence that additional 
capital contributions Will help these projects achieve operational self-sufficiency and profitability any 
qUicker USAID needs to audit each of ItS financial services projects on an annual basIs, and use 
these audits as a basIs for determining the optimal path for each project to achieve Independence 

Assuming commercial bank Willingness to work with the rural sector through profit making 
Intermediaries, US~O should negotiate-with ItS eXlstmg projects ,most notably CARE@RK and 
CL1J~SAlSICR to determine whether either or both have the capaCity and the Willingness to 
Interme~at~ i2.etween commercial banks and ru[atand _mlcro- and small- scale enterprises on a 
national level If these discussions are not favorable It IS acfvlsed that USAID/Nlger work through an 
Institutional contractor to assist In the establishment of a for profit loan brokerage service 

On the pollcy~level USAID should continue to collaborate with the donor community to push for 
refor~th In the finanCial sector and In Improving the operating environment for emerging private 
sector businesses These and other recommendations are discussed In detail In the 
recommendations section 

a Validity of the USAID vIsion 

USAID/Nlger's Strategic Objective 2 (S02) IS to Improve access to markets espeCially through use 
of Improved, decentralized finanCial services The objective IS clear and In)ts level of generality, 

to 1r' ___ >(>___ _ ,..,.. ~ 

attamable The critical question IS whether Niger's finanCial sector IS capable of the level of growth 
~ ---- --' "--'......t~... 't',-,- _ 

reqUl[std_to ~l:!pport overall GNP growth of at least 4% The answer to the latter question IS not at all 
--.....~~ .,.,....,. p..p-" 

clear '-.....,.,. -
~-
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In the "Proposed Country Strategy Plan 1995-2002" a set of assumption are made underlYing the 
targets Identified for S02 While the author has no dispute with the majority, It IS n~!~tfJear 
that," no further degradation II] tne..bankmg sector will occur Both the BOA and SONIBANK are 
suffering from-e'xcess~lIqUldlty and given a choice between downsIzing "voluntary degradation" or 
learning how to lend to the private sector, management of both will likely downsize 

The projected growth In semi-formal flnanclal_s...?rv!ces will necessitate greater levels of capital than 
~ .... -"" ~~~..:., .... 

donor are abl~ to provide, this In turn Implies Institutional growth based on mobilized Indigenous 
capital If we accept a limited but functional definition of development as the mobilization of 
Indigenous resources for productive use, nothing could be better than to "grow" eXisting financial 
service projects Into ones capable of mobilizing local capital DOing this however reqUires a senous 
commitment to growth which requires In turn earning enough profit to attract Indigenous sources of 
capital While there IS little eVidence that the Interest rate elasticity of demand for loans IS very high, 
the supply of Investment capital IS very sensitive to returns There IS no mention In the Proposed 
Country Strategy Plan 1995-2002 that the US~~ed.B!.Q.g(a!1l§JIIl!II nestgJ,Q Increase their 
profitability In-order to.achLave the projected magnltude_pf outreach 
~ "'-""""'~~- .".,~~--

The e!91ected Increase In loan demand I_n ~e~P!QR.Q_s&C~Quntry,G$...tra!?gy Plan 1995-2002, IS 
InsllffJ£Lel1tJo support the level of growth needed Jo hav~ a Posltlve Impact on GOP To have ten 
percent annual growth In the rural sector, Increased Investments of xxx need to be made For this 
growth to have a reasonable equity dlstnbutlon financial services need to be available to at least 10% 
of the population of Niger It IS proposed that targets _be~expanded~to~lncrease the level of financial 
ser:v.tces to 4 OJ!I!ILon F CFA by f9gg:-witl135b~00o clients by the same time increasing to 8 billion F 
CFA m 2002 with 500,000 clients The only way this will be feasible IS for the eXisting semi-formal 
financial institutions to earn enough profit to attract these levels of capifa'rf'JOnew in1ectlons of 
capital should be needed 

More decentralized viable and transparent financial services Result 2 1 

This result discusses the cross fertilization potential of financial services While this IS fine In pnnclpal, 
management and agents of financial service projects should not be burdened with multiple 
objectives A particular concern IS the tYing of cereal banks and NRM training to decentralized 
financial service projeCt~-lt-ls--n'ot at all clear that cereal banks Increase Tood security better than 
accumulating equity to be better able to purchase food dunng long droughts While NRM training and 
financing of NRM activities IS Important It IS not clear how IInkmg these to financial service activities 
sUPP0Q§_decenKahzatlon To the extent that linking other objectives to financial services raises the 
costs or diminishes the profitability of those Institutions It IS a bad Idea The objective of Increased 
outreach of financial services IS to provide ever more people with ever more opportunities to 
Increase their Incomes and thereby Improve their lives 

Bankers work more with mlcroenterprlses and the mformal sector Result 2 2 
The targets In thiS section seem too modest to realize the desired out come Banks .tgQay have 
~ .... -\T"t,'" - "'-

exs:_ess liqUidity and a de§perate need-to-learn-how-iQsafely lend to the pnvate sector In the absence 
of complete guarantees Two banks are already working with the SICR and AFELEN IS already 
willing to work with the BRK and the SICR The BIAO can be reasonably expected to come back on 
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board when It straightens out Its Internal affairs USAID will never be In a better POSition than now to 
negotiate greater leverage on ItS guarantee funds 

The carrot, and It should be offered qUick, IS that USAID will help train bank staff not only In local 
b- ~ ..... - of"""" -

languages but more Importantly In the technologies of managing a mlcro- and small enterprise 
lendlrrg portfolio BanJ<S'faffCai1be tramecf In country as well as sent on study tours likely tour sites 
are ACEP In Senegal, K-REP In Kenya, and the BRI, and Kupedes system In Indonesia In reality 
USAID has a very small stick since the banks can't figure out what to do With the money that the 
have Continued pressure on the BCEAO to promote national Investment IS a sma qua non of 
achieving S02 objectives and should not be considered either a carrot or a stick 

Given current performance of the CLUSAISICR project the guarantee fund could be leveraged as 
much as five times Without increasing the bank's exposure to risk (see box on leveraging guarantee 
funds) 

Increased number and size of women's enterprises Result 2 3 
The targets here are realistiC The key pOint here IS that In Niger and elsewhere It was found that 
women have greater access to financial services when the Interest rate rises When markets rather 
than political power ratIon credit women get more of It The repayment rates of loans to women's 
groups managing IndiVidual loans suggest that the returns to Investment In tralmng more groups In 
the financial management skills needed to be effectIve retailers of financial services IS worth the cost 
While indIcators of women's access to credit need to Include numbers or percentages of total 
borrowers, particularly for Congress the underlYing Issue should not be forgotten It IS easier to target 
women as benefiCiaries of activitIes, but this alone IS not sustainable It IS harder to allevlafErThe 
constraints wom<~~ fa-c~sslng -resource~ but this IS the only sustainable approach Once the 
constraints to women's access to financial resources are alleviated, numbers of loans and loan 
amounts WIll not be Important Women WIll access these services when It IS profitable for them to do 
so 

b In summary 

The framework of S02 IS sound It IS not clear whether the financIal services sector WIll be able to 
~_ .....-.:~'i'<_ ......... ..,. - -"'" ~ _ ,.. "'- ~ ___ ___ ___ .... _ .-

meet the chjll~enge of finanCing real GD~ growth If It WIll, It can only occur through real growth In 

flnancl~Ls_ervlces: whIch can only occur through profitable financl8rsefV7ceS'ffrfanclng profitable 
economic activities providing borrowers WIth a surplus Financial service clIents Will then be free to 
Invest In cereal banks, NRM practices, technology, and health services Through the development of 
sustainable financIal servIces the rural peasant, the urban artIsan, and the commercant WIll be better 
able to deCIde her or hiS own fate Do the_e2<lstlng formal and semI-formal fin§lnclal instItutions have 
the cap.aCity-and Will to meet this challenge? It 1S",1l0t clear 

USAlQt~lger can do much to strengthen the ~nabhng envlronment condUCive to finanCial sector 
growth, support the eXisting institutional capacIty to meet this challenge and coordinate With donors 
to best respond to a real demand for savings and loans SuP"Q.o~ for .t~~~~~ of coll~qtlve groups that 
can function as retailers of finanCial services, strenglhemng the capacity Qt ItS three projects to 
achieve '6~fatlonal self-suffiCiency and ultimately profi!ablhty, of comm~I~Lb.a,nks..tO-better manage 
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a commercial lending portfolio, and In the absence of an effective financial service 
intermediary create one 

C Interventions to Improve the level of services for financial sector growth 

No major growth In financial services for enterpnse finance IS possible without first alleviating the 
enabling environment constraints Producers need to be free to export their products to, without 
obtaining special permission The powerS-aftne InspeCtlOnde-Travall need to be greatly curtailed 
Licensing of enterpnses Including obtaining any o-peratlng permitS, needs to be de facto and not just 
de Jure simplified ThiS will generate demand The procedures to seize and liqUidate the assets of 
borrowers who have failed to repay, must favor the lender and not the defaulted borrower ThiS Will 
Increase supply AlleViating the enabling environment constraints IS a necessary and a suffiCient 
condition for financial sector growth 

If US~!D ~tL0J~ o~ .. £tnmyJh~J VYhose objective would be Increased financial s~rvlces, that activity 
should be a project to reform the enabling environment An enabling environment reform project 
WQuid-address the legal-ariCiregulatory changes that need to be made It would also address the de 
facto environment 

The environment In Niger and throughout the Sahel suggest that a financial sector expansion project 
should not be limited the necessary and suffiCient condition Good rainfall over the past two to three 
years, devaluation of the CFA, and the first steps toward liberalization have brought about positive 
real economic growth of at least 8% per year Savings potential eXists to finance much higher levels 
of Investment 

The gr-o\6[th IS not yet sustainable If It can be maintained for several more years It Will have gained 
ItS O\OLn mo;"'entu~ a-rid Niger Will never be as depenq~llt on rainfall as before A-n-opportUl}lty eXists 
to hel.Q...NJ.ger kick start ItS economy Improved financlal~lnStrtutlons capable of mobiliZing SaVIngS and 
lending for productive activities are an Important part of thiS kick start Conservatism and lack of 
expertise In both banks and NGOs, indicate that Without aSSistance, Nlgenen financial institutions Will 
not evolve fast enough to take advantage of these favorable pre-conditions 

Maximizing the pOSSibility that Niger's financial institutions Will be able to respond to and finance a 
growing demand for services calls for strengthening the Institutions as well as Improving the enabling 
environment It IS therefore proposed that USAID design and Implement a set of Financial Sector 
Strengthening ActiVities The purpose of these activities are to 

1 AlleViate demand constraints to expanded financing of economic activities by assisting the GON 
to -.." ---'"' ~~--

curtaiL powers of the Service de Main d'Oeuvre and ItS Inspection de Travail (as has already 
~~ -- --- ~ 

happened In Senegal and Mall), -
IIbera~~.QI.deJ trade ~!!lJ~lgena Including eliminating of export licenses, 
elimUla:t~Jbe lLaed for permits to own and operate generators and water storage faCIlities 

2 AlleViate supply constraints to expanded finanCing of economic actiVities by assisting the GON to 
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rewrite credit contract law to allow for seizure and liqUidation of borrower assets without havmg first to 
Ji'Q;i = ............. ~~ ""'~ 

go to court, 
allow any asset usufruct or fee-simple to be used as collateral, 
specify shorter delays between repossession and sale of seized assets, 
reduce delays m litigation over credit contracts due to mefficlency and corruption, 
codify m the upcommg revised banking law that non-mutual financial service organizations 

may mobilize borrower savmgs without obtamlng special authorization 

3 Strel}gthenlng the commercial banking sectors capacity to extend financial services to rural and 
MSE clients by ----~~ - ~-- ~ -

supportmg part or...glLQf !b~~~~ts of employmg, equlppmg and tralnJng a rural, mlcro- and small 
enterpnseleridlng_person withm one or more of the commercial banks These costs would Include 
trarnmg, salaries, a computer prmter, and a budget for field follow-up of clients USAID would support 
these costs for a period of two years After two years the Income generated from the rural and MSE 
loan portfolio should cover all of ItS associated costs and USAID should be able to Withdraw ItS 
sUpport73 

Conditionalities should be tied to AlP support of commercial bank staff Partlclpatmg banks must 
agree 

to accept both a maximum guarantee of 75-80 percent declining over an agreed upon period 
of time, and that any guarantee funds be leveraged Guarantee funds would not be leveraged m such 
a manner that would expose the bank to Significantly mcreased risk The goal rather, IS to enable 
Significant portfolio expansion With eXisting funds These preconditions assume working With clients 
and or an intermediary With an established repayment rate equal or superior to 95 over a period of at 
least three years Higher guarantees could be negotiated With new clients 

that guarantee funds not be accessed until all collection efforts have been made and either 
borrower collateral or the enterprise has been liqUidated 

4 Expand support for EXlstmg Fmanclal Service Projects 
The relative success of USAID funded rural and mlcroenterprlse credit projects and the likelihood that 

"--.-
all three of these projects have a chance of becolJ1lng~sustalnable given stricter adherence to sound 
financIal management prinCiples warrants serious consideration for continued funding ~ddltlonal 
sUPP..9_rt_should not mclude capItalization Technical asslstancE?an.dJraLDmg,,Junds however coula be 
used to ~ ~ - ~ -

Identify financIal objectives that can be measured m terms of outreach, returns to equity and 
capital, loan volume and IRR, 

set a fee or mterest rate structure that wIll enable the NGO to realize the above objectives, 

representatives contacted dUring this study indicated that With a 2 billion CFA rural and SME loan portfolio the BOA could dedicate a 
loans The total loan portfolio of the BOA In August 1995 was only 2 billion F CFA 
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design and Implement management Information systems (MIS) appropriate to the InstitutIOn 

and ItS obJectives, and, 
train management and staff so that they can grow and respond to market demand 

establish regular Internal and external audits 

5 New Financial Services Activity If G.!-USAISICR IS unable or unYVllllng !£> expand ItS services to 
cooperrulve and private clients, by continUing to intermediate between commercial banks and 
borrowers, USAID should support the creation of a new institution whose function would be to broker 

~-''---"''-- q--~-""-- ~ 
loans between commercial banks operating as credit wholesalers, and associative groups who would 
receive training and manage a bank loan parsed out to ItS members These small groups would 
function as credit retailers 

6 Training In hteracy and numeracy Develop argument .. 
Close, appendices and graphs to be added 

IV Conclusions 
At least five str:a.te.Q.@s have very strong pos~J1I1lEtS_Qt.p.r.oduclng short and Intermediate-term growth 

~?'so~iIli bt ... ( ----....-

well In excess o~~~c .... eJ!t.E~': .. :t~ar In Niger Th;;;e pos;;lblhtl!3s al~.R~~ !easlble and ~.gf 
them, explOitation of gold deposits In the_Llptako Region anatfie ~ deViilliatlon, are already 
-..-. ~..... _ .... _.... - _0 &'iP""iISIiI ~~-,.., 

creatt[lg economic expansion US~c.YI@nt assistance In Improving credit, natural resource 
management and the policy eny!ronme.Q~._V{!!~ID~JjslsC5fftfiEfrurarsecto71iave helped promote 
and ~~9!itr6Fe"fo "Promotethese pOSSibilities USA1P:nrii:e6~Si ~aJ.sector has been 
and caotln~ues to b~ t~e mast effecttvameans~io..m:9l!lQ!~Q...ll1!c growth In the 10~9$Lt!;rm the 
growth of p.(~pulatl~n must decline, otherwise It IS likely to consume all the gains likely to be made In 
economic growth In the next five to ten years 

The five promising strategies of growth In the next five to ten years are summanzed In Exhibit 4 
which IS contained In the Executive Summary These sou!:9~s of growth and tbw potentl~I_~mpacts 
are 

• Private sector explOItation of gold In the Llptako Region bruJan t!l..1995 Based on conservative 
estJrnates' this activity caQaad 17 p~rce!l.!JJ~a..N!g.e.r:'s GOP Within five years It IS also likely 
to Increa~e rural Incomes 1 4 percent per year 

• Explolt!!!orLof E.T12~1illi~~lfzera~~~~!~C!Llahoua can Increase GDP from crop.groductlon SIX 
perce.nte.~'y~ar The Impact can be even greater If the phosphate causes a demonstration effecL 
that ~k~!.Jarmets _more Willing to aQQP!h!gh~JM.Y.t~grlcultural methods as OJ3f'oseU1o the 
current practice of uSing and not replaCing the minerals on farmland Result of the demonstration 
effect could Include 

* Phosphate lJ~nge land and Improves livestock production, 
* Sequential and Increa-smg use of other agncultu'El mputs such as water harvesting, and 

mtrogen-addlng fertilizers -......-
• A demons~r.?tlon effect that could add another 2 percenJ p~~~!. to GOP originating In the 

agricultural sector ,~~ -~ ~ 
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• The 1994 9-.evaluait9n of the F CFA could add...3 5 percent to rural GDP per year ThiS estimate IS 

based on recovery of an estimated loss of thiS magnrtude that occurred with the appreciation of 
the F CFA In relation to the Nlgenan Naira dUring the period 1985-87 The financial Impact of the 
1994 devaluation Will grow as producers and consumers In Niger and Nlgerra discover the prrce 
changes that thiS change In the real exchange rate has caused The Impact IS likely to be 
particularly positive for SMEs since 85 percent of them have three or fewer workers and they wish 
to stay small to aVOid public sector scrutiny As they multiply to take advantage of new marketing 
possibilities brought about through the devaluation USAID's work In rural credit and enabling 
environments Will be particularly Important to them 

• Agrrc.!::!J!u.1.§.L~~eds_and.1Jl~r:.ketlng assistance require Impro~ent Seeds, need to be Improved to 
take advantage of plant nutrrtlon that Will become available with Increase phosphate usage 
Improved varretles of seeds already eXist, but systems are needed to multiply and distribute them 
Farmer use of Improved seeds IS estimated to be capable of adding 1 25 percent per year to 
GDP 

• Agrr9J.ltu.r:at~etlng, particularly storage, transportation and competition In commodity 
markets needs Ime.rovemeDt so that farmers have a high likelihood of receiving suffiCient 
cash Incomeeach year to cover the costs of their Inputs -

• 
USAIJ:,>~s_program vIsion has merit to the extent that It strlves~to hava.aciu:ect Impact Q.Q. the Informal 
sector and an IndJ.[ect Impact on the formal sector All eVidence suggests that the fo.[fl1"aL~tor IS 
handicapped by extremely onerous government regulation Moreover, government agencies are 
responding very slowly~not arnrnotlleneecffor change An Important indicator of thiS non­
responsiveness IS the strong and steady rrse In real wages of government workers since the early 
1980s Real wage rates of government workers rose approximately 60 percent dUring the penod 
1984-93 In the context of (a) steadily weakenrng domestic and International sources of Income within 
the overall economy and (b) low Inflation rates that ranged between half and two percent per year 
dUring thiS period 

V Recommendations 
Detailed recommendations are contained In each section of the report Overall recommendations 
that summarize proposed project activity for USAID Include 

• Serve a~at~§t f~!:J?!'!'yate production and dlstrr~~>Qu.fl.Jlb9§JWate fertilizer and 
seeds 

• Continue. to encourage resource management practices tOJncrease"rarrt'f production, 
- ----

• Sponsor studies, perhaps through PASPE, to Identify policy actions that could be used to help 
malnt~}I!Qe.t:a real e~ch~nge ra~, at ItS present level WltJJ partLculactyNi'Qe'rii Selective tariffs 
that could be applied through a third party contractor tOmlnlmlze Inefficiencies represent one 
policy action that has research PriOrity, 

• Continue to IJ!lP.m'Le the enpbhng envlronmen~MEs which keep book and must endure 
oppressive labor and International trade regulations of the formal sector Success In Improving 
certain aspects of the enabling environment, such as USAID's success In redUCing Illegal 
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transportation fees on the roaa syst'3r, IS help the much smaller MSEs now Broader Improvements 
In the enabhng environment will help encourage MSEs to grow and eventually make the transition 
to the formal sector 

• CntlQ9ttJ' _analyze ~,:!!!~_nLe1!orts t~mprove rwal credltt.9. Iqe.D.!!fy.,.'!!) Ipstltutlonal construct that 
could efficientlY-moblhze rural and formal-savlngs.Jor rural lending Such an institution does not -----........--- -- '"'-

eXist yet, but could be created from features of the three credit projects that USAID IS sponsonng 
now From Inception the financial institution to be structured In organizational mlndset and fee 
structure to make a profit Moreover the definition of "profit" that the organization should make 
would be "true profit" In the sense that It would be recognized as such by real or Imagined 
stockholders 

• Promote donor coordination to aVOId Inadvertent damage to eXisting MSEs through subsidy 
programs fo'promote'1:lSE development 
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