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Summary

Souchet is a cash crop of increasing importanddiger and the Maradi district in particular.
But market outlets are few and fertiliser supplytfee production of this highly demanding crop
is subject to the unpredictable operations of tia@eSrun purchasing structures.

The goal of the Sa’a Federation is to place grawers of inputs so as to get better prices and
guality. Warranty — a few months' credit guaranteg@ stock of food or cash crops, is a means
to permit producers to pay for their group inputiers. The stock is exchanged for inputs.

Income-generating activities are promoted to fetd repayment of loans. Group sales also
allow the members to secure and increase theiitprafhe producers are more inclined to

improve their techniques as they have financedemitiser available for their farming season.

The Federation is structured at all levels (uniand grassroots producer organisations), each
level having a specific and well defined superwstask (price observation, technical advice,
responsibility to constitute stocks, control, repants etc.).

Storage involves many stages: informing produdeasing of those in charge, identification of
warehouses, constitution of stocks, identificatainincome-generating activities, contracting,
monitoring of stocks and markets, market resedoan repayments, balance sheets. The PO is
very active.

The Federation has adjusted its processes gradwattppe with the difficulties encountered:
handling risks following the importation of milleind late storage, change of MFI following
changes in interest rates and inadequate finareapgcity, internal rules and regulations after
the liberation of stocks before repayments.

SA’A put in place a system of fees on loans grardedas to contribute to follow-up and
supervision charges.

Warehouses and financing capacity are insufficiemperience and a network of partners are
being built up, however, and the results are vergoaraging. The mechanism now has to
change scale; the fundamental question is the itgpEfcthe PO to assume all the functions it
has taken on.
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1- BACKGROUND
1.1- Souchet production is rising but requires larg quantities of fertiliser

Production of souchet

For a long time, souchet was considered to be ainarcrop in the Tillaberi, Zinder and Maradi
regions but today it has become an important cesh ¢ has been developed in the Maradi region of
Niger, a watershed used in the past for the proolucif groundnuts. The availability of appropriate
land for the production of this crop and the subissh revenues received by the farmers from the
production of the crop explain, among other reastresrapid increase in the cultivated areas @,5 t
50 ha/producer).

Holders of large land areas are generally produetis have other commercial activities enabling
them to have funds to meet the investment requinéfoe this crop which consumes large amounts of
fertiliser (8-12 bags of 50 kg/ha) as well as labd&roduction varies from year to year and canhreac
100.000t for the whole country (95 % in the Maraggion). The total surface area cultivated is
estimated at 32.000 ha. The average yields focithge in the region are estimated at 3,62 t/ha with
maximum of 5 t/ha (Toukougt al., 1999).

Difficulties faced by producers in the commercialisation of souchet

The transformation of souchet in Niger is done amiy traditional techniques. It is largely consuine

in the form of biscuits in Nigeria. In the commaei@ation of the souchet, the producers are limited
essentially to local markets. Only wholesalers antdrmediaries supply external markets (Nigeria,

Benin, Togo, Ghana, Burkina Faso, and Spain). Tineeot excess supply and marketing mechanisms
limit the remuneration of the producers. Among gineblems faced by the Federation of Unions of

Souchet Producers of Niger (FUPSN-SA’'A) is the ladkfinancial resources to ensure supply of

inputs and market outlets to sell their produca ptofitable price.

Difficultiesin the supply of fertiliser

Producers have little or no access to loans, qualjputs, and technical-economic information on
inputs because they are isolated and dispersedFatieration evaluates consumption of fertiliser to
be 2.500 t for a land area of more than 6.500 lapaoduction of about 20.000 t, Supply circuits are
not mastered by the POs, suppliers or the State. pFimcipal supplier of fertiliser is the Central
Supply and Provision Unit. This is a State-run ctuiee with yearly supplies of 10.000 t of fertilise
out of total national consumption of more than P0.@ Uncertainty concerning the periods of
availability of fertiliser from the Central Unit fwch do not always coincide with the period when
fertiliser is needed) and subsidies, hamper thehase decisions of the POs who are torn between
buying from the Central Unit or from private op@rat Other suppliers hesitate to import fertilikar

fear of a sudden influx of subsidised fertilisethie market from the State unit.

This situation of uncertainty and/or scarcity lemtbe producers, especially the majority who are
unorganised, at the mercy of certain opportunispierators who do not hesitate to raise plicesese
difficulties observed in the commercialisation dfriaultural products, provision of inputs and
financing of inputs are found not only in the protion of souchet but also in the production of many
other agricultural products in Niger.

! For example, the price of 15-15-15 fertiliser rérsen 9 000 to 18 000 FCFA during the rainy seasb2003.
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1.2- Development of initiatives to improve on the vision of inputs

Different initiatives have been developed: groupediers for organised POs, input stores,
development of income-generating activities (IGAJldhe development of warranty schemes. It is in
this context that since 2000, POs in the regioa FKJIMA Gaskia, FUPSN Sa’a, the AIV of Guidan
Roumdji and the Mayah Rural Councils have organisegdh at its own level, roup their input
orders, particularly for fertiliser. As such they benefibin substantial economies of scale in their
purchases, transport and in quality control. Triipaut stores (IS) meet dispersed demand

Inputs Stores (IS) in 2004 :192 IS in the wholertoy(increasing)

i Payments on sales

o Radius of 20 Km; 20 villages (2 out of 3)

o 80 %: Diffused/dispersed demand diffuse

° 80 % of clients are not members of POs
400.000 FCFA as operating fund

Certain POs encourage the development of incomergBng activities (IGA) from the loans
obtained. With the support of the MDA inputs prdéjand other projects, the POs of the Maradi region
decided to go farther in their collaboration andbekate a Regional Input Supply Strategy for
Sustainable Agriculture (SIAD).

Initiatives taken by POs MFIs and support strucurethe two sectors facilitated a first joint etfo
between the POs and MFIs in 2003 in Niger. As b¥olup to this initiative, POs who are members
of the CASPAN? (Advisory Service for Action and Farmer Solidarib§ Niger), and some MFIs
manifested their intention to engage in a new rooincollaboration through a workshop between the
POs and MFls.

It is in this context that the warranty schemesenag®veloped by the Federation of Unions of Souchet
Producers of Niger (FUPSN-SA’A).

Definition of Warranty

Warranty is a technique whictonsists of giving credit guaranteed by a stockagficultural products (pledge
security of stocks) by producer organisations (RG) after harvests. This technique allows the peceds to avo
selling off their stocks cheaply and to benefinfrbetter prices during periods of scarcity.

The Federation would like all the members to btimgsame quantities of produce but this is diffitolachieve.

Once the stock is constituted, the PO visits thd tdfegotiate a loan. Once the MFI accepé&sdheration, it verifig
the stock in the warehouse. Then, two locks areeplat the door of the warehouse; the key to ornkeofocks is he
by the MFI and the PO keeps the other. The MFI tgranloan to the PO based on the value of the sidt&h
corresponds to the prices of the products at hargesierally 70%. This credit enables the produfiseaeficiaries)
carry out income-generating activities (IGA).

At maturity, the producer repays the loan plusrade the repayments are centralisgdhe PO; each producer tg
possession of his/her stock thereafter and thefiteraecruing from his/her IGA. It is with this mewn that th
producer plans to buy his/her inputs.

Group sales are organised but not in all unionis;ittitiative is still being developed.

2 Advisory Council for Action and Solidarity of Faars of Niger
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In its efforts to support the putting in place af@nmercialisation channel for members’ produdts, t
Federation of Unions of Souchet Producers of Nigigéiated thewarranty scheme to:

- ensure the collection of members’ agriculturadqurcts so as to facilitate group marketing of the
products ;

- prevent members from selling off their produats eheap prices at harvest time. This mechanism
allows members to store part of their harvest steoto ensure fertiliser supply during periods of
financial scarcity.

The first experience dates back to 2003 and watedtéy the Tchizon Kouregué Union. Today the
Federation is in its fourth experience and alluh@®ns benefit from this service.

The present document seeks to retrace the routki®foperation, draw up a balance sheet and
highlight the perspectives of the operation.

Warranty schemes are highly developed in Niger lfedaw).

Warranty in Niger: A means to intensify the use ofnputs

The National Fertiliser Programme of Nig¢?EN) extends and promotes the use of fertiksece the 1980s. In
last phase between 1992 and 1994, it put in plagegroups that received inputs on credit repayiabieyears.

The initiative was not sustainable. Because compifdans and thnical advice is prejudicial to recoveries in
of failure, the subsequent FAO inputs project prefé to work with existing POs which had problenisaccess
loans and inputs. It also laid priority on cregipeoaches that were advantageous for POs and banks.

Warranty or storage credit is a loan of a few mergharanteed by a stock of products that can bélhted by th
bank in case of default (the pledge or security)e Producer gains access to a loan that permittheinto me
obligationsat harvest time, and keep his/her products foe sairing periods of higher prices; for the MFI,
collateral is secured.

Warranty in Niger enables producers to:

Provide their own collateral for loans

Gain from increases in the prices of agriculturaiducts

Acquire inputs without depleting meagre househaiddets

Make the most of the use of inputs

Create regular group orders of inputs that arenfifaly trustworthy.

N R 22

In effect, the producer acquires inputs from theclsthe/she has sold during ripels of scarcity. Each farn
contributes materially and in a uniform manner gtié recommended for starp POs), or in a heterogeng
manner; the contributions are stocked and subsdguesnsformed into inputs. Producers can also &g pay fc
inputs that are ordered as a group from the inpopshhanks to money gained from the storage operalihi
enables producers to pool orders for inputs, argatiregular and financially solvent demand.

Certain POs constitute an operating fund withduthat are reserved from the operations, to gtegaor comple
the purchases of fertiliser.
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2- ORGANISATION OF WARRANTY OPERATIONS BY FUPSN SA’" A

2.1- Preamble: presentation of the FUPSN SA’A Fedation

The Federation of Unions of Souchet Producers geN{FUPSN-SA’A) is a farmer organisation
created in 2002 which today is made up of 10 unans75 grassroots POs with more than 2 500
members, 900 of whom are women (Cf. Annex: Pretientaf FUPSN-SA’A).

It is currently active in Madarounfa, Aguié and @Gam Roumdji which make up the principal
production zones of souchet in the Maradi regioNiger.

Intervention Zone of the FUPSN-SA’A
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2.2- General process of the warranty operation

Steps

The process of warranty in the Federation comptiseg$ollowing main steps:

- informing members about the warranty scheme

- the putting in place of committees in charge @iaging the activity and the training of members
of the committee

- identification of financial partners (MFI)

- meeting for the launching of the operation

- identification of warehouses, constitution ofckt® with registration of the number of bags and
control of treatment of niébé beans and identilbcatof income-generating activities (IGA).
Verification of stocks that are deposited, puttimglace of a follow-up calendar for the stocks and
the signature of contracts (granting of loans)

- monitoring (stocks, prices on the market)

- search for market outlets

- distribution and sharing

- meeting for feed-back and assessment.
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Roles of each partner

The Federation :

- initiates the operation

- trains members in charge of the activity in théun before the operation

- sponsors members at the level of the MFI

- monitors prices on the Maradi market and infothesunions

- Organises the activity

- at harvest time, it launches the operation bingxhe calendar of activities

- ensures the centralisation of the needs

- identifies the partner MFIs

- informs the members

- advises on more profitable income-generating/diets

- reminds the parties of the dates planned foragaspn of stocks by the representatives of the bank
All of this is done in collaboration with memberfstioe committee in charge of warranty in the union.

The Union :

- generally provides the warehouse (some distarg fOvide their own warehouses) and ensures
that they are properly kept;

- collects the stocks. Storage is organised in tfancof the availability of the producers: each
producer brings his/her products when they areye@tie union informs the members of the
committee in charge of the warehouse of upcomisgsvi

- It ensures the storage:

- oversees quality and preservation of the prodstoi®d (fixed on the list by the internal rules)

- monitors prices on the market

- ensures the security of the stocks

- sets the list of members

- informs the members of important issues

- signs the contract with the MFI

- deducts the fees agreed upon among the memiwece @005), the union, and the Federation: a
fee of 25 FCFA is deducted from each bill of 1000HA of credit that is negotiated by the
Federation. This amount is deducted when the Isgnanted by the committee

- participates in the search for buyers duringquisiof price rises

- collects the amounts destined for the purchagerbliser

- monitors and ensures repayment of the loans when

The committee in charge of the warranty operatisnmade up of elected members and union

coordinators (3 per union).

The PO : informs members and carries out the IGAs.

The MFI:

- Inspects the warehouse

- verifies the stock

- sets the price of the products announced, irmbolation with the committee in charge of warranty
in the union

- sets the dates for inspection visits

Initiativesin the commercialisation of agricultural products
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- provides the contract document for co-signature

- grants the loan.

- The MFI does not handle action in case of defauttituation that has occurred only once and was
managed at the level of Sa’a.

The president of the zone and the treasurer carwithdrawals at the level of the bank and convene
a meeting with the committee which then ensuresildigion.

I ncome-generating activity

Among the income-generating activities carried byt members, we can cite: sales of spices,
restaurants, extraction of groundnut oil (colleetactivity), hiring out as labour (women) and thées

of cattle (men), purchase and resale of agricdlpn@ducts and the use of the fund for the haragsti
of souchet.

During the first year, the POs had to prove thditadallity of their IGA. After that new POs were
assisted by their committees who were trainedhferpurpose.

The input acquisition system

Since the beginning of the warranty operation,gteelucer who brings his/her stock to the warehouse,
indicates the quantity that is reserved for thechase of fertiliser. In the framework of group agje
the previsions for purchases are made at harvest th committee in charge of the acquisition of
fertiliser ensures thereafter the collection ofmfiorders at the level of the grassroots POs — membe
of the union.

The Federation negotiates prices at the level eflolsal fertiliser suppliers. Generally the purahas
contract stipulates the depots where the supplikdevstored. When the supplier arrives, it cotgac
the Federation which sends out one of the membetitgei committee in charge of input acquisition to
the depot to supervise the supply to the unionerAtiff-loading, a supply invoice (attesting the
supply) is signed by the committee in charge otitrgecquisition in the union. Thereafter, the union
informs member POs about the arrival of the feilias well as the dates scheduled for distribution

Market monitoring and preparation for withdrawal of stock

The monitoring of the market is ensured locallytiy committee in collaboration with the Federation
and the bank which is in charge of the Maradi miagkel disseminates information to all the unions.
Each market day (Monday to Friday) the membershef Rederation pass on information to other
members who are going to Maradi. Today in the fraor& of this warranty scheme, the neighbouring
Nigerian Market needs to be monitored since th&viies of this market have a direct effect on the
prices of certain products, including souchet (2Q@fspective). Market monitoring has to be
structured.

Before the introduction of this credit techniguge producers marketed their products individuafly o
the local and urban markets of Maradi and at tis@se of them even took their products to the
neighbouring markets in Nigeria. It was always giteducer who took the risk: they had limited
negotiation capacities with retailers.

Now, sales are done collectively, still on the lavarkets. The experience acquired will permit them
to turn henceforth towards an exporter, ensuririgeberices for the product.

Initiativesin the commercialisation of agricultural products
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3- PROGRESSION OF OPERATIONS IN 2003, 2004 AND 2005

3.1- Operations in 2003

To start this operation, training was conductediierunions. These training sessions were helthéor
committees in charge of the activity and focusedhentechniques of warranty. The coordinators in

charge of following up and helping the unions weiteo trained in warranty techniques, basic
accounting, report writing and marketing techniques

When the operation was initiated for the Tchizoruksgué union, the amount was symbolic (on a trial

basis): 0.5 million FCFA. The interest rate was%2 per month. The duration of the loan was fixed at
4 months.

During this first trial year, the balance sheet Wa&souraging because the prices of essential ptedu
did not rise. At maturity the loan was repaid withdaving obtained any profits. The union was
careful not to compromise the test by presentiegésults of the operation as they were.

The first warranty experience was evaluated duangorkshop in the region of Maradi. Among all

the structures which benefited from the warrangditrin 2003, only the Tchizon Kouregué repaid
the loan when it was due.

Exchanges during this regional workshop (balan@etsbf warranty in the Maradi region) enabled
the participants of this union to draw some lesgoora their failure.

Among the reasons we can cite:

- lateness in the constitution of the stocks (foelswas constituted when the market prices were
already at their highest);

- most of the products that were stocked were stiqads; the price of millet fell because of State
intervention. During the Maradi workshop, to prodiscwere advised to refrain from taking up
large stocks of millet because it is known that 8tate can intervene at any time to on millet

prices.
Table 1: Situation of warranty stocks for the TamZ Union in 2003
Products Millet Groundnuts Large souchet | Small souleet Sorrel

Quantities (bags of 100 kg 11 194 7 46 3
Price at period of loan 10 000 9 000 11 000 8 000 6 000
granting (FCFA/bag)

Sales price 14 500 13 500 14 500 12 000 6 000
Cost of storage 3500 4 500 3500 4 000 4 000
Farmers’ benefits 1000 0 0 0 -4 000
Benefits from the IGA

Storage costs:

- storage is not paid for because the union owasmirehouse (the costs of maintenance should be
integrated in the future);

- the union’s watchman who guards the stock is @@0D0 FCFA/month and therefore 32 000
FCFA for 4 months;

- motivation of the local coordinator at the endlef operation (Tchizon K union).
Fees paid by the loan beneficiaries are such liegptoducers are not interested in the scheme.

7
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3.2- Operations in 2004

The operation in 2004 was better prepared thanptieeeding one. The Federation carried out
information campaigns in all the unions, and frdra tnonth of November 20 out of 30 members of
the various committees in charge of the warrantyeste were trained, provided with educational
materials in the local language (Hausa) which edusy the target population. Among the 10 member
unions of the Federation, 7 benefited from the sy credit because they met the conditions and
criteria set by the unions themselves (be punctital their contributions and other loans vis-a-ie
Federation).

Table 2: Situation of stocks and loans grantedidd2

Producer Millet Groundnuts Souchet Total value Loans

Unions Qty | value Qty| value Qty value obtained

A Tchidakofato 3 42000 30/ 210000 70 560 000 812 00Q 600 003

Danja 3 42000 40| 280000 40 320 000 642 000 470 000

Dallia 10; 140 00d 8 56 000 110 880 000 1 076 000 800 000

Elkokia 20 280000 23| 161000 150f 1 200 00( 1 641 00d 1 215 00(

Gadambo 10 140 00d 27| 18900Q 180| 1440 00d 1 769 000 1 315 00(

Rijial B 5 70 000 18| 126 000 60 480 000 676 000 500 000

Riadi M 13| 182 000 50/ 35000Q 120 960 000 1492 000 1 100 00(
Total 74% 8 108 000 6 000 00(

*The total value of the products stocked was secured at 73% of their real value with respect to the prices at the Maradi
market at the moment of loan granting.

*The value of the products at the Maradi market at the moment of the operation was. Groundnuts (6 000 FCFA),
Souchet (8 000 FCFA ), Millet (14 000 FCFA).

The procedure was carried out as described ablogeVlEl (CPEC-Mutunci of Maradi) was identified
by the Federation as partner. However, the Federatrengthened the capacity of the bank with a
deposit of 6 million FCFA for loans. In the contragith the Mutunci bank, it was mentioned that
follow-up would be shared between the bank andFemeration via the committee in charge of the
warranty operation. The interest rate was 2,5 %tmanith 1,5% for the CPEC, 0,5 % for the union
and 0,5 % for the Federation.

There were no fees paid by the producers at thatent These deductions have been accepted by the
producers since the committee is constituted,avels, the Federation trains and coordinates the
operations. The impact is palpable. The local mackatext this year was favourable for the warranty
scheme because of the high demand and low supgpegcmlly for high-quality souchet. The unions
paid back part of their loans as of mid-March, veaesrthe return of stocks was scheduled for mid-
May 2005.

Partial payments:

- Riadi Magagi: 667 430 F on 1 100 000 F granted
- Gadambo: 500 000 F on 1 315 000 F granted
- Danja: 470 000 F on 470 000 F granted

- Elkokia: 202 500 F on 1 215 000 F grante(.

All the loans were paid back when due except fag anion (Elkokia) where the members of the
committee did not play their role properly.

One of the important rules of warranty was not eesgd — that which stipulates that loans have to be

paid back before stocks are taken out of the warsds During the warehouse opening and sharing
operations, the committee met with a buyer and rdmesentative of the bank in front of the

8
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warehouse to pay and take out stocks (or in oth&es; the loan beneficiary paid directly and rerdove
his/her stock). In the case of this union, some bemsitook the stock to sell in neighbouring Nigeria

where the prices were better. Unfortunately, thessmbers did not respect their engagements
afterwards.

To ensure the respect of the engagements takerthveithank, the Federation took action to make the
union pay back the loan. Sanctions were decidethgldhe evaluation meeting which followed the
campaign. The union was barred from taking pathéwarranty scheme in 2005.

2004 was a very favourable year for the operatecabse the prices of all the products went up— even
grains: in some regions the price of millet incezhby as much as 100%.

In all a total of 7 million FCFA was granted asneaThe May deadline set for the repayment of the
loans was respected thanks to the influence andsami of the unions which agreed not to withdraw
their quota (0.5% of the union) until the periodoalyments by the union.

Theoretically, the stocks are meant help with theclpase of fertiliser ordered as a group. In pecacti
most of the members mobilised their own funds fier payments. In addition some members who had
stocks of grains preferred to keep their food cropshrousehold consumption.

3.3- Operations in 2005

The experience of the third year also saw many avgments following the holding of another self-
evaluation workshop. Considering the difficultiescéd in 2004, the workshop recommended the
writing up of internal rules and regulations antidie-up at the level of the Federation and the nsio

In 2005, a stock worth 23.787 million FCFA genedlaadoan amount of 17.840 million FCFA (75 %).

It is important to specify that the stocks of A Tadikofato, Dallia, Rijial Bagouari, Daoutawa, Elkak
and Tchizon Kouregué were not financed due to tddlands on the part of the MFI (Table 3).

In the framework of this operation, the Federatobianged its partner because the bank was partly
responsible and it failed to respect the rules guowmg the warranty operation. In effect the
representative of the bank was imprudent becausrisied the representative of the union and gave
him the keys to the lock of the warehouse that vsapposed to be held by the bank.

Table 3: Situation of needs in warranty credit of he Federation SA’A 2005-2006

Unions Millet Groundnuts Beans Souchet Sorghum Same
Danja 27 134 - - - -
Gadambo 100 200 - 400 - -
A Tchidakofato 10 80 10 100 - -
Tchizon K 21 195 - 155 - -
Rijial B 119 213 5 254 - -
Daoutawa 45 50 15 65 25 -
Dallia 150 300 20 300 -

Turumbudi 127 251 36 687 - 8
Riadi Magagi 50 140 20 120 - -
Elkokia 60 186 20 282 20 -
TOTAL

(tonnes) 709 1749 126 2 363 45 8
AMOUNT 7 090 00( 12 243 00( 1 260 00( 20 085 50( 450 000 160 00(¢
TOTAL 41 288 50(
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4- RESULTS OF THE FUPSN SA’A WARRANTY OPERATION

4.1- With the bank

The first two warranty operations were carried with the Mutunci mutual bank. But this bank did
not have sufficient financial resources to satisfy demand of the Federation. Other contacts were
initiated which later led to the collaboration withe ADFinance ASUSU Bank of Maradi. There was
no redistribution of the interest rate betweenFRederation and the ADFinance ASUSU bank. But a
fee of 25 FCFA per 1 000 FCFA of credit granted wasided and agreed during the self-evaluation
workshop. The deductions are distributed as foll 3&A: 5 FCFA, the Union: 10 FCFA; the PO: 10
FCFA.

4.2- Impact on the producers

The Federation did not carry out an impact assassimehe field but we can note that the operation
enables the producers to obtain gains from the I@&svell as during the sales of their products
during times of scarcity. They also buy their fesér at better prices because they are ordered
collectively.

As concerns the mastery of the warranty activity,o&n say that the principle is very well undergtoo
by the producers, and all the more so becausedbentents are translated into the local language.
However, individualistic tendencies still persiat.the level of the Federation, the committeesiare
charge of the activity; the paid staff bring som@ort during the process and at times this isron a
as-needed basis.

The improvements are visible in the purchase dilitar. Most of the producers who have access to
fertiliser do not stock their products with thersige credits but pay directly on reception. Wagant
facilitates access to fertiliser but the link ig B&clusive.

Meanwhile, the applications for warranty creditrease yearly; storage capacities as well as the
financing capacities of the MFIs remain the lingtifactors to respond to these demands.

As regards the regional strategy for the acquisidod supply of inputs, the Federation is not yet

member of any organised forum but it shares expeegievith some POs. For example, the Federation
visited the Mooribien Federation to learn aboutrtegperience with warranty and the management of

the input shop at the Bokki union. Pooling of sypplirchases and exchange of experience (a study
visit to the Gabi union) was organised with the FAJMederation of Maradi.

The FAO input project supported the Federatiorhandonstruction of 2 warehouses for the warranty
operations as well as training of the committeeshiarge of warranty and follow-up of activities.€Th
PDSFR (Rural Finance System Development Programitie)the participation of the Inputs Project
and PROPAN supported the production of support ehecus during training sessions and exchange
visits to Technoserve in Ghana to share their egpee with warranty.

At the moment the purchase of fertiliser is donegisnembers' own funds. A purchase operation was
completed in 2005 6 million FCFA of the Federasofinds and a bank loan was applied for to

reinforce this fund by an amount of 12 million FCFFe Federation received the support of the bank
but at the last moment the Federation cancelledbpieeation because it judged that the context was
not favourable.

The observation is that warranty guarantees th8cjgamtion of most producers in the purchase of
fertiliser through the group orders organised &/ Federation (the producers are sure to have money
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at the right time). More so it is a guarantee ® shppliers and this strengthens the negotiatingepo
of the Federation.

At times, some producers withdraw their stock, gealdividually and do not use the money to buy
the fertiliser that has been ordered.

4.3- Limits

All the evaluations carried out within the framewaf the warranty operation in the Federation, have
highlighted the principal constraints and insuffitcies for the development of the activity. These
points are summarised as follows:

- inadequate warehouses which do not meet the at@®dnd norms required by the MFI (metal
doors, large warehouse, 2 hooks for locks, etc.);

- inadequate information and training of members;
- poor mastery of profitable IGAs by the POs;

- the results of IGAs are not monitored and areenémown by the Federation; only the individual
members benefit from this; neither the PO nor thierugets any benefits from this;

- insufficient credit funds compared to the stopksin storage;

- negligence or lack of rigour in compliance wittetrules needed for the success of the warranty
operations;

- few benefits obtained from the evolution of pgder the Federation's products;

- the search for market outlets is not currentlgrdmated by the unions. Individualistic behaviour
is observed.

- even when the union monitors stock, some memdetse committee who hold the keys to the
warehouses may travel without even informing orwesting the keys to a member to enable a
representative of the bank to visit the warehouse;

- the interest rate applied by some MFIs is higitause it does not diminish with the quantities of
stock. The MFIs have essentially developed shomt-tiean products that are not favourable to
farm investment;

- presumptions on the inadequacy of funds at thel lef the MFIs deter POs from mobilising stocks
for the regulation of the market. The PO shouldsoder playing this role;

- the banks are not truly close to the producecabge generally they function in the bigger cities
and towns. This does not favour rural savings

- at times the tedious and time-consuming fornmeaitdiscourage producers from applying for
credits from the MFI.

4.4- Perspectives

Following the success of the warranty operatiomwitjuadev (Aquatic Development, Belgian NGO),
joint SA’A/Aquadev missions were initiated afteretexchange meetings to inform members of the
POs on the modalities for loan granting and macdatilo of savings.

Today the Federationan be proud ofthe results obtained by the warranty scheme becausas
succeeded in creating partnerships with banks.élbasks today have confidence in the Federation,
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given the trustworthiness of the warranty commitie¢he central level. 57% of the POs and 80% of
the unions today have easy access to creditslugtrdte this situation, the Federation obtainéaba
of 12 million FCFA for the purchase of fertiliser.

To develop the warranty operation, some pointeasential:
- the problem of storage infrastructures mustdbees;

- there is need to for more training sessions (@dlittechniques and management of stocks): the
banks have to work more closely with the POs tdrdaute to joint MFI/PO information missions;

- the State has to help in the financing of prgdaegotiation with donors so that they can support
MFIs or finance storage facilities);

- Certified facilities should be required for acge® bank loans which are appropriate for
investments in agricultural equipment and alsoettuce the costs of monitoring many scattered
depots. The producers would deposit their stockanircertified depot, would receive a deposit
receipt and could apply for a loan on presentatibthe certificate. The depots would be less
numerous and centralised. This will open up crefditsthe producers, increase the volume and
reduce charges related to loan granting.

What is the time frame for this evolution?

- The emergence of commercial banks (regional aotid banks) with a commitment to finance
activities of the rural sector should be closelynitared,;

- POs must help inform their members so as to aageuthem to constitute savings and therefore
contribute to refinancing of warranty operations.

5- CONCLUSION

For sustainable financing of agriculture, warracéy be considered as a possible solution. But much
still has to be done; the loans obtained are ifgafft in comparison to stocks mobilised (in 20040
million FCFA in value stored for 122 million FCFAonth of credit).

Even though the MFIs propose much better conditittvas theusurious rates of brokers and
retailers, the cost of credit is very high for the POseiiast rates are very high, since 100% of the
stock is held as collateral (moral and materiafdAhe burden of work is borne by the POs rather
than the MFI.

Warranty is profitable not only to the MFIs who lkafound a new way of doing business in rural
areas, but also to the POs who can create IGAsxanid the idle periods for farmers during the dry
season, especially in areas where irrigation afuiiis not practised. It can therefore be an irtgya
instrument for food security in rural areas.

Concerted action between POs, MFIs and commer@aks (which are known to have excess
liquidates) can provide new perspectives for fimagan rural areas.
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ANNEX 1: Organisation of the FUPSN-SA’A

Composition: - 10 unions made up of 75 member POs
- over 2 500 members of whom 900 are women

Organisation: - Board of Directors (BOD) (10 members electednén and 3 women)
- Control committee (3 members with 1 woman ), WwHhigllows the actions of the BOD
- Executive secretaridfL executive secretary, 1 professional coordindt@rlocal coordinators
the unions ) which ensures the organisation andettienical management of the activities

Mission: To better the socio-economic and cultural caod# of its members through better production a
sale of souchet in partnership with national andrimational structures

Objectives: - Develop knowledge of souchet production;
- Improve supply of agricultural inputs (fertilider
- Facilitate the marketing of souchet;
- Bolster food security;
- Strengthen the institutional capacities of uniohthe Federation;
- Defend the interests of the members.

Areas of intervention
- Support/advice in production
- Support/advice for the emergence of local skills
- Supply of agricultural inputs and marketing

Intervention strategies
- Give responsibilities to the producers in thetipgtin place of the activities;
- Concentration of support on income-generatingiagt
- Improving the economic and decision-making poafevomen;
- Developing synergies with other structures wtibhare common objectives.

Main technical and strategic partners
- Technical services (SRAC/POR, Directorate of Aglture, INRAN);
- Input Project/FAO;
- PROPAN French Cooperation;
- World Food Programme (PAM);
- African Development Foundation ADF;
- SNV (Netherlands Development Organisation);
- PPEAP (Project for the Promotion of Agro pastengbortations);
- IMF (Mutunci bank and ADFinance ASUSU - AquadevV);
- Peasant Organisations (Mooriben, FUMA GaskiyayiINNiya).

General Assembly

Board of Directors
I
% Financial

secretary

Executive secretariat
(executive secretary)

v
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ANNEX 2: Internal rules and regulations for warranty in Sa’a

SPONSORSHIP FOR WARRANTY CREDIT
The Federation is the only instance with the cdpdoisponsor the warranty operation so as to engroper preparation,
implementation and success of the operation.

FINANCING OF WARRANTY CREDIT
Article 1. The PO guarantees that at the end ofwheranty operation, it will set aside part of benefits for the
strengthening of the funds needed for financingviiets.

CONSTITUTION OF STOCKS

Article 1. The PO (member PO, union, Federatiors) the responsibility to provide and manage the k@wse during the
warranty operation.

Article 2. The agricultural products which can tsed are: millet, sorghum, souchet, beans, grousdmd groundnut straw.

Article 3. The 15th of November is the start daie the constitution of stocks for all the POs il in the warranty
operation for agricultural products like millet agcbundnuts.

Article 4. The PO involved in warranty has to emsthrat only high-quality stocks are collected amat the stock is in
bags and in good condition.

Article 5. For other products, the date for the stitntion of stocks must not be later than the 1&ttiDecember. This
concerns agricultural products like: souchet, begramundnut straw and sorghum.

Article 6. For warranty schemes involving agricudtuproducts which require treatment during stordge holder must
guarantee that he/she will treat the produce viighprroducts recommended by specialists and mahiostock.

PREPARATION, ORGANISATION AND FOLLOW-UP

Article 1. The PO has the responsibility for sejtirp a committee in charge of the warranty opemnat&o as to ensure the
proper progression of the activity.

Article 2: Training and refresher sessions of tlaranty committee members are ensured by the Remtera

Article 3: The warranty committee, the BOD and Eig are in charge of providing information to mentbat each level
on techniques and procedures.

Article 4: Date collection on the stocks is ensubgdhe coordinator.
Article 5: Prices of the products in the market mu@nitored by the committee and the coordinator.
Article 6: Evaluation and planning of the operati@re ensured by the BOD, EB, the committees aortowtors.

LOAN GRANTING

Article 1. Candidates for warranty credit must &gte give their products as collateral at pricesciviare lower than the
market prices in order to ensure a proper shatfitigeobenefits of the activity

Article 2: Warranty loans are made to the entire(R®mber PO, union or Federation) which possedeek and a
certified warehouse (which complies with storagadards) by MFI, and which should not have anyrotyyee of
outstanding loan.

Article 3. Candidates for warranty credit have thdigation to identify income-generating activityely will undertake
before they can be granted the credit.

Article 4. The responsibility of the PO is engagedhe time the loan is granted and at the timeari repayment.
Article 5. Loans must be repaid no later than tloatin of May following the loan disbursement.

Article 6. All beneficiaries of warranty credit ntusgree to repay the loan before withdrawing tecks and also
authorise the PO to sell their stock after the miigtdate of the credit.

COMMISSIONS ON THE WARRANTY OPERATION AND DISTRIBUT ION

Article 1: For loans granted to member producérs,dommission is distributed between the PO, thenuand Federation.
Article 2: For loans granted to POs, the commis&atistributed between the union and the Fedearatio

Article 3: For loans granted to a union, the consiois goes to the Federation.

Article 4: The agreed commission stands at tweinty €FA francs (25 FCFA) for each 1 000 CFA fraft®00 FCFA)

of credit negotiated.
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