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EXECUTIVE SUMMARY 

1. Introduction 

This comprehensive study of rural finance in Niger includes 

a review of both formal and informal credit and formal and 

informal savings activity in rural Niger. The nature, role and 

performance of these formal and informal channels of finance were 

investigated through household surveys at the village level, 

extensive interviews with bankers, merchants, and credit offi

cials, as well as with cooperative and GM leaders and with 

village level tontine organizers and money-keepers. 

Documentation and analysis included a focus on financial 

institutions per-se, as well as on non-bank credit programs in 

the rural development projects. Results are reported for the 

macro-financial system as a whole as well as for the key formal 

and informal components of that system. Transaction costs were 

documented and analyzed in detail in evaluating the efficiency of 

the formal financial channels operating through the CNCA-UNC 

network. The major part of the empirical work and analysis 

emphasizes the performance of rural finance in the early to mid-

1980s. 

There is a marked absence of an institutional system of 

financial intermediation in rural Niger. What exists is a high 

cost system of input delivery. This truncated credit system does 
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not engage in intermediating between depositors or savers on the 

one hand, and borrowers on the other hand. Standard banking 

functions are undeveloped in the CNCA and in the administrative 

framework of the productivity projects and other programs 

developing the rural economy. Only indigenous mechanisms of 

savings and loan activity play out a rudimentary but useful role 

of intermediating the investment flows within these areas. 

This study documents and analyzes: (1) the aggregate 

performance of the formal financial sector in Niger; (2) the 

predominant role that public sector investment plays in the rural 

sector and foreign donor funding behind that investment; (3) the 

deteriorating performance of the CNCA in servicing the agricul

tural sector with credit and the high transaction and default 

costs associated with the institutional bias on input-delivery to 

agricultural producers; and, (4) the diverse range and scale of 

informal finance that occupies the spaces in the rural economy 

left empty by the absence of formal finance. 

2. Financial Sector Review 

The evolution of the financial sector indicated that some 

modest financial deepening had occurred at an unsteady pace up to 

1980. However, a trend of financial contraction had set in in 

the early 1980s. 

The banking system of Niger has been increasingly servicing 

the government and the parastatals at the expense of the private 

sector. Reliance upon central bank funds and foreign borrowing 
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has increased, while private sector deposits have declined. The 

loan portfolio of the banking system shows a clear urban bias, to 

the detriment of the·.rural sector. The economic recession of the 

first part of the 1980s has affected the profitability of 

banking, increased the level of delinquency in loan portfolios, 

and increased the risk associated with banking activities. As a 

consequence, banks have reduced their scale of operations, 

shortened their term structures, and accentuated the urban bias 

of their loan portfolios. Not surprisingly, informal finance 

plays a role far more important than institutional finance 

service in rural areas. Given this unpromising macro-financial 

milieu in Niger, the creation of any new financial institution is 

illogical and unfeasible, since there is little likelihood it 

could achieve viability in this scenario. 

3. Public Sector Investment, Donor Funding and Rural Development 

Associated with this pattern of financial contraction has 

been an increase in public sector investment and donor funding. 

This funding has promoted extensive infrastructure investment 

(especially irrigation works) and the adoption of new techno

logical packages by agricultural producers. Public investment is 

the most important component of total gross fixed capital 

formation in Niger. About 90·percent of public investment is 

funded by external sources. 

Foreign-funded public investment represents about 10 percent 

of Niger's gross domestic product (GDP) in 1985 and 1986. This 
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is a relatively high ratio in comparison to most developing 

countries. Foreign donor funds account for 92 percent of total 

budgeted rural investment in 1985 and 97 percent in 1986. 

The credit component of the major investment projects is a 

very small proportion of total investment. Most public invest

ment in the rural sector translates into net transfers of 

physical and human capital. The only project in which the credit 

component exceeded 5 percent of total costs is the Maradi II 

Project, but no loans have been disbursed in this project as of 

May 1986. 

Until recently, most of these projects have operated their 

credit components through the CNCA, under a system of advances 

and pref inancing that are subsequently reimbursed to the CNCA by 

the agency funding the project. Recently however, there is a 

tendency for the productivity projects to abandon this mechanism. 

Instead, some donors are using the branches of the CNCA merely as 

a window for the retail disbursement of funds. 

This institutional framework surrounding rural development 

has certainly affected the functioning of the institutional 

credit system. The fragmented "project approach" to credit 

delivery has contributed both directly and indirectly to under

mine the performance of the CNCA. This occurs directly, due to 

the complicated procedures introduced by the sources of funds to 

reimburse the CNCA for the advances and refinancing it has 

granted to productivity projects. Indirectly, the CNCA perfor

mance and project credit programs are compromised because the 
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supply-leading approach to rural development subordinates credit 

activity to service productivity goals. It tends to deemphasize 

repayment performance, credit-worthiness, and financial viability 

as goals meriting serious attention. Thus this project focus 

does not create credit discipline and sound financial management 

among its rural clientele or the financial institutions servicing 

this clientele. 

Despite the deficiencies associated with the highly seg

mented credit delivery system servicing these projects, they 

should remain in place until a restructuring of the institutional 

credit system is feasible. As indicated earlier, the current and 

foreseeable financial environment is not favorable for the 

expansion of existing banks and even less so for the creation of 

new financial institutions. Prior to the promotion of any new 

banking initiative in Niger, a long preliminary period of market 

recovery and expansion would be required. At the very least, the 

current banking institutions should restore their pre-recession 

levels of activity in real terms and recuperate their base of 

private sector deposits, before new banking initiatives are 

brought into discussion. In the meantime, there is a positive 

role in continuing to finance the credit programs supporting the 

adoption of new technology packages through the productivity 

project machinery directly, rather than through the inefficient 

CNCA or a costly new institution. 
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4. The Caisse Nationale de Credit Agricole: Declining 
Performance and the Record of Transaction Costs 
for Input Delivery in Rural Niger 

The deteriorating performance of the CNCA in recent years 

can be largely traced to poor loan management procedures and 

practices and to an operational philosophy that prevents the 

institution from maturing sufficiently to play a relatively 

"autonomous" role as a true intermediary. In being relegated to 

a wholesaling role, it has not created a staff acquiring on-site 

loan evaluation, risk management, and loan recovery skills. It 

has not been able to develop direct contact with final borrowers 

that can mature into a healthy bank-client relationship built on 

trust and understanding. Instead, it has become an administra-

tive conduit channeling funds earmarked by agents from other 

institutions promoting adoption of new inputs, with the financial 

viability of the CNCA itself implicitly minimized as a predo-

minant priority. 

The instability of funding sources in the structure of 

liabilities of the CNCA also introduces uncertainty into the 

CNCA's loan programs and complicates loan administration. 

Furthermore, with all funding coming from international donors or 

the government's rediscount lines, the CNCA has become a "borrow-

er-dominated" institution. Its organizational framework has 

created incentives to. promote procedures and practices favoring 

borrowers' interests. Targeting criteria to reach selected 

farmers with new inputs is emphasized, while credit-worthiness, 
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risk analysis and loan recovery procedures and efforts are 

minimized. The financial viability of the institution is not an 

overriding priority and continual infusions of funds have been 

needed to subsidize the high lending costs associated with the 

expensive delivery of credit and the high incidence of delinquent 

loans. 

A financial intermediary ordinarily incurs operational costs 

in the following functions: (1) mobilizing deposits: (2) 

carefully evaluating the risk and credit-worthiness of its 

prospective clientele: (3) loan disbursement: (4) loan monitoring 

of its portfolio; and (5) loan recovery efforts. The CNCA and 

the entire institutional credit network for agricultural credit 

(i.e. the UNC, the CNCA and the CA) only performs the third 

function in any meaningful sense. Yet the total transaction 

costs of delivering credit in-kind to cooperatives and village 

groups (GM's) is higher than that recorded in other public sector 

credit-institutions in developing countries that perform all five 

banking functions. 

The total non-financial costs of operating the branch-level 

system are 9.14 percent of the amount of credit channelled from 

the institutions to the individual borrowers. If the estimated 

central-off ice costs of the CNCA are included in this estimate, 

total transaction costs per CFA in the credit delivery system 

increase to 13.22 percent. If we also include the default cost 

which includes the unrecoverable expenses incurred in servicing 

these loans that will not be recovered, the lending costs of the 
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CNCA alone rise to 35 percent. Moreover, this high cost margin 

is only a lower-bound estimate since it only includes the CNCA's 

direct loan portfoliQ to cooperatives and individuals and not the 

unrecoverable debt with parastatal clients. 

The institutional agricultural credit system of Niger in its 

current state does not and cannot perform a resource allocation 

role through financial intermediation. Secondly, the system does 

not provide the financial intermediary with instruments of credit 

rationing. The credit network is primarily an input delivery 

system whose costs are important and represent a heavy burden to 

the government budget. 

The marked structural and organizational deficiency of the 

CNCA documented in this report make it clear it will never become 

a viable financial institution. Consequently, it should be 

closed. The agricultural credit lines supporting the produc

tivity projects should be managed directly by project teams. One 

gains nothing by maintaining an additional layer of high cost 

administrative personnel in the CNCA and the UNC for this 

purpose. By the same token, it is premature and unfeasible to 

create another institution to replace the CNCA at this time. The 

market conditions do not exist for such a venture to succeed, 

given the weakened state of financial markets in Niger, docu

mented and discussed in this report. 
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5. Informal Savings and Loan Activity in Rural Niger: 
A Review of the Evidence 

The rural finance project documented an extensive range of 

informal savings and loan activity. There is the network of 

wholesale and retail merchants serving village level loan demand 

and widespread tontine and money-keeper activities at the village 

level. A sample frame of 5·5 money-keepers, 56 ton tines, 58 

village level retailers and 38 wholesale merchants were surveyed 

in April-May 1986 to gain a greater understanding of these 

activities. 

In the area of informal savings, the average size of 

deposits held with village money-keepers are substantial when 

compared to the average size of Post Off ice Savings balances 

countrywide. Even average levels of tontine activity suggest. 

substantial liquidity circulation in these indigenous societies. 

In summary, informal loan and savings activity is widespread and 

diverse. In certain village settings and certain groups this 

activity can reach sizeable proportions. Aggregate life cycle 

liquidity circulation for all 56 tontines amounted to 27,195,088 

CFA or roughly US$72,000 at an exchange rate of 380 CFA to one 

dollar (the rate ruling at the end of 1985). This impressive 

amount of aggregate liquidity is' one of the most important 

findings of this report. There is clearly a financial base for a 

formal form of savings and credit activity in these villages. 

The challenge is to find an appropriate institutional vehicle to 

accomplish this goal. 
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The money-keeper is the second indigenous form of savings 

activity at the village level. There is clearly a strong demand 

for depository services at the village level. Our sample of 56 

money-keepers experienced a wide seasonal swing in the demand for 

their services. Aggregate deposits for the group as a whole 

ranged from a low of 13 million CFA (or US$34,000) during the dry 

season to a high of 30 million CFA (or US$79,000) at the height 

of the season. Depositors fluctuated from an aggregate low of 

363 to a high of 617 persons. Eleven money-keepers had maximum 

deposit balances of 1,000,000 CFA or more and the average deposit 

size for all 56 money-keepers at the height of the season reached 

48,774 CFA. These high volumes of deposit activity are the 

second major finding of this field research. This reinforces 

further the already promising base of village level liquidity 

circulation intermediated through tontine activity. 

The most interesting activity of money-keepers is their 

extensive loan activity. A large proportion of our sample (78 

percent) also engaged in offering loan services with an average 

loan value (per loan) of 54,784 CFA (or US$144). Some money

keeper loans are as high as 500,000 CFA (or US$1,315). In 

summary, the money-keepers deposit base facilitates his loan 

activity thus representing a rudimentary form of financial 

intermediation at the village level. 
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6. Policy Recommendations: 

The findings of, this report lead us to three policy conclu

sions: (i) close the CNCA: (ii) currently maintain agricultural 

credit activity through the productivity projects, and: (iii) 

create a village-level savings and credit cooperative movement. 

Each recommendation will be discussed in turn. 

i. Closing the CNCA. 

Chapter III A and Chapter V amply document the non-viable 

nature of the CNCA. The many-layered administrative network 

disbursing credit in kind has become a high cost operation with a 

growing delinquent portfolio. There is no evidence that the 

present institution could ever transform its present state of 

arrears and lending practices to become a viable financial 

institution. 

Furthermore, the present economic and financial environment 

in Niger is so weak that it would be unfeasible to create any 

costly new banking institution. As documented extensively in 

Chapter II D, there has been a marked decline in overall bank 

profitability, a sharp rise in arrears, and an absolute decline 

in the size of total assets and liabilities in the banking system 

in Niger in recent years. A long period of market recovery will 

undoubtedly be needed to turn this situation around. Any attempt 

to promote a "new" bank in. this m.ilieu would be very costly. The 

bank could not be expected to survive or achieve viability in the 

short to medium run, especially a bank attempting to service a 
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costly, high-risk rural clientele. Other short term measures 

need to be taken to deal with the issue of agricultural credit. 

ii. The Maintenance of Agricultural Credit Lines 

in the Productivity Projects 

Chapter III B documents the problems of managing credit 

activity in the productivity projects. The "project" and 

"targeting" approach towards channelling credit deemphasizes 

strict creditworthiness standards and lays greater stress on 

promoting productivity. Consequently the financial viability of 

the credit programs are frequently compromised. Despite these 

shortcomings, the delivery of inputs should continue to be 

channelled through the productivity projects in the short to 

medium term. In the end, this temporary strategy offers the 

least distorted solution in a longer term strategy for the 

development of sound financial intermediation in rural areas. 

Our reasoning is based on the following considerations: 

a) The portfolio of the productivity projects is neces

sarily risky, given the important dimension of new but 

untested technology associated with input packages at 

the project level. In view of this, it is advisable to 

have the projects themselves assume these risks rather 

than passing them on to a financial institution before 

the production problems have been resolved and lending 

risks reduced: 
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b) It is also widely recognized that the current credit 

programs of the productivity projects are temporary 

institutional vehicles. There is no strong vested 

interest to keep them functioning as a long run institu

tional solution for financial intermediation in rural 

areas. Thus they can be phased out when a sound 

financial institution eventually can develop in the 

future when market conditions are more appropriate for 

such an effort. 

c) At the same time it is possible to consider refinancing 

those cooperatives and GMs outside the productivity 

project areas through the existing UNC and CA network. 

However, only those cooperatives and GMs that have been 

documented as repaying at least 90% of their outstanding 

loans to the CNCA should be eligible for such ref i

nancing with new loans. 

In summary, these credit programs are a convenient stop-gap 

policy to service short term credit needs at the project level 

and reward responsible cooperatives and GMs outside the project 

areas. Also, they do not preclude or work at cross purposes 

against the gradual emergence of a future rural financial 

institution in the longer run. Still, it should be repeated that 

the project manag.ement of ere.di t in Niger is far from ideal. 

Even in its temporary, stop-gap role, much more attention should 

be given to inculcating more credit discipline and stressing loan 

. ( 13) 



recovery procedures in these credit programs. Microcomputers 

should be drawn into tracking loan activity more systematically 

to promote more effective loan management practices. The more 

serious the commitment to inculcate credit discipline in these 

programs, the lower will be the costs and the risks for any 

future institution that may inherit this portfolio in the future 

and engage in financial intermediation in these project areas. 

iii. Promotion of Village Level Savings and Credit 

Cooperatives (i.e. Credit Onions). 

There is a promising base of liquidity circulation 

reflecting significant current demand for deposit and loan 

services at the village level. This is particularly evident in 

the productivity project areas where investment activity gen

erates substantial flows of liquidity that in effect are inter-

mediated through informal channels. AlfiP it is clear that indi-

genous leadership and experience exist at the village level to 

manage sizeable flows of liquidity through these informal 

vehicles. All these features indicate that these indigenous 

styles of savings and loan activity could form the base for the 

emergence of a network of voluntary savings and credit coopera-

tives or credit unions at the village level. 

It is important to recognize that a savings and credit 

cooperative can broaden the financial base of activity into a 

larger membership than can the numerous but smaller tontines and 

money-keepers. This larger membership implies a wider base for 

(14) 

i 

\ 
i 

I 
I 
i 
i 

I 
I 

! 
I 
t 

I 
! 

I 
l 
i 
l 

l 
. I 



savings mobilization as well as a more extensive range for its 

loan clientele, thus gaining greater scale economies in its 

operations as well as a more diversified portfolio at the village 

level. In the end it represents a more efficient form of 

financial intermediation than that occurring in the array of 

separate, segmented markets of smaller tontines and money

keepers. 

Moreover, the voluntary savings and credit cooperatives do 

emulate well many of the highly valued features of village 

finance, thereby ensuring their acceptance by villagers. First, 

they offer savings services. Second, they grant loans for 

consumption needs. Third, these loans are short term and can be 

repeated through time. Fourth, savings activity leads to loan 

activity, as savings act as a form of collateral that generates 

access to future loans for members. The close group association 

acting through village level credit committees and frequent, 

repeated deposit and loan activity generally insure responsible 

loan recovery behavior. 

Such on-site loan management activity is precisely what 

formal government credit programs, located outside the village, 

find difficult to emulate at the village level. It is too costly 

for them to evaluate numerous small loan applications, to offer 

the same range of services, maintain the same level of active 

loan turnover and instill the same degree of confidence and 

loyalty as a village level institution. As a consequence there 

is weak identification with the interests of the credit program 
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and poor loan recovery. Village level savings and credit 

cooperatives, on the other hand, are the only formal vehicle of 

financial intermediation that can avoid these shortcomings and 

effectively emulate the strength of informal finance at the 

village level. 

Finally, an emerging network of these village and town level 

cooperatives offers the potential for financial intermediation 

between surplus and deficit units across village cooperatives, 

once they have become well established. This intermediation 

across villages is precisely what informal tontine and money

keeper activities cannot carry out. And it is this growing 

network of savings and credit cooperatives that would constitute 

a built-in base for the emergence of a viable, self-sustaining 

rural financial institution that could begin to incorporate 

production loans as apart of their village based activity. A 

three year Plan of Action is offered in the final chapter of the 

report-to illustrate the steps one should take to launch this 

effort. 

7. Donor Actions and Government Cooperation 

International donor actions should focus on supporting both 

the continuing credit activity in the productivity projects and 

the promotion of the new credit union initiative. In the 

productivity projects microcomputer programs could make a 

substantial difference in allowing personnel in the credit 

programs to track loans better, document loan repayments and 
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delinquency and, in general, generate pertinent decisionmaking 

data for remedial action. At the same time donor influence 

should stress improved loan recovery, terminate credit lines to 

delinquent borrowers and reduce reporting requirements that add 

to transaction costs but serve no purpose in improving loan 

evaluation or loan recovery performance. 

In the case of the credit union initiative donor support 

would be needed to finance the three year plan of action outlined 

in the final chapter. Donor support.would not supply any funds 

for relending. These would all be mobilized locally. However, 

donor assistance could help build up the human capital base of 

the credit union movement. To implement the activities in this 

agenda donors should finance two full time resident professionals 

in Niger and four part time advisors on credit union activity. 

Logistical support (one to two vehicles) for fieldwork, the 

recruitment of 5 to 6 local promotion agents, short foreign 

training trips, and the associated materials at the village level 

(ledgers, safes, adding machines, etc.) and central office 

(microcomputers) are obvious resource needs for this effort. 

Finally periodic workshops should be supported with donor and 

government officials present so that longitudinal survey data on 

credit union savings and loan activity can be presented and 

discussed and a dialogue maintained with donors and government 

officials to ensure the continued progress of credit union 

activity. 
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Government support would be needed to facilitate a review of 

the legal status appropriate for credit unions to function in 

Niger. Credit union activity in other countries fall outside 

central bank control and regulation. It would be expected that 

the credit union movement in Niger would also remain outside the 

regulatory framework of the BCEAO in reference to the terms and 

conditions of their deposit and loan activity. Finally it would 

be helpful if government officials and managers in the producti

vity projects would permit and encourage this private, voluntary 

effort to create a credit union movement in villages within their 

project areas. With this relative freedom to mature and grow, 

donor support and government cooperation can play an important 

role in permitting a viable, active network of village level 

credit unions to emerge in rural Niger. 
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I. INTRODUCTION 

This report presents a comprehensive analysis and evaluation 

of rural financial markets and the formal and informal institu

tion serving those markets in Niger. Chapter II investigates the 

macroeconomic environment of Niger in recent years, and documents 

the pattern of financial development and the changing performance 

of financial institutions within this macro-financial milieu. Of 

particular importance here is the evidence on financial deepening 

and contraction and the overall decline of the financial system 

in recent years. 

Chapter III highlights the nature, role and performance of 

institutional and informal credit activity servicing rural 

clients in Niger. Part A documents and analyzes the deteri

orating performance of the Caisse Nationale de Credit Agricole 

(CNCA) in recent years. The long term development history of the 

CNCA is reviewed, its major structural and organizational 

deficiencies noted. The unviable nature of the institution is 

established through an analysis of its asset and liability 

management practices and the growing losses implicit in its 

income statements. It is concluded that the institution should 

be closed. 

Chapter III, Part B documents and analyzes the role and 

performance of non-financial institutions in Niger and special 

credit programs in rural development projects. Extensive 

documentation of public sector investment activity in rural Niger 

underscores the overwhelming role of external donor finance in 
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supporting most capital formation in rural Niger. The impli

cations of this for financial intermediation are explored, 

especially the segmented markets created by these projects and 

the degree to which productivity and output goals can compromise 

the viability of financial institutions drawn into servicing 

these projects with credit for modern inputs. 

Chapter III C shifts the focus to the village household by 

reporting results on the access and magnitudes of .formal and 

informal credit at the household level. These results were 

generated by a national sample frame of 898 rural village 

households in the summer of 1985. This chapter documents and 

interprets evidence on the access of village households to formal 

and informal credit: the amounts and the distribution of the most 

recent loans obtained by farmers: the terms, conditions and 

procedures associated with these loans and the borrowers non

interest transaction costs implied by these terms, conditions and 

procedures. 

Chapter III D closes out the discussion on credit activity 

with an analysis of merchant credit in rural Niger. This study 

was based on a national sample of 58 retail and 38 wholesale mer

chants serving a rural clientele in the country. Issues investi

gated were the role of the merchant classes in the flow of 

informal cre«it to and within rural villages. The terms, 

conditions and amounts involved were investigated for each 

merchant class along with the implicit commercial linkages to 

each other and to final borrowers in the villages. 
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Chapter IV shifts the focus from credit to savings activity 

with an analysis of formal and informal savings activity in rural 

Niger. The deposit mobilization activity of the Post Office 

Savings Bank (Caisse Nationale d'Epargne) is investigated, 

particularly in reference to its widespread network of rural 

branches in the country. Sections B and C of Chapter IV then 

document the profile of informal savings activity at the village 

level. In Chapter IV C the liquidity circulation of rural 

tontines and money-keepers is analyzed extensively. This 

material was generated through a national random sample of 56 

rural tontines and 56 money-keepers located in 22 villages in the 

country. The amount of savings as well as loan activity occur

ring within these informal channels of finance were analyzed in 

detail along with the characteristics of the participants and the 

relevant terms, conditions and uses of these funds. Many 

valua~le insights were gained into the nature of the demand for 

financial services at the village level. These findings form the 

basis for one of the major recommendations of this report, 

namely, the promotion of a village-based network of savings and 

credit cooperatives in rural Niger. 

Chapter V closes out the empirical work of this report with 

a detailed documentation and analysis of the non-interest 

transaction costs associated with the loan input delivery system 

for formal CNCA credit in rural Niger. The chapter ass~sses the 

transaction costs at three levels: first, the individual 

borrower at the village level; second, the costs incurred by the 
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leaders of the groupements mutualistes (GMs) and the coopera

tives; and finally, the costs incurred by the UNC and the CNCA at 

their different levels of operation. The findings emerging from 

this study clarify the high costs generated by the truncated and 

incomplete formal credit system in rural Niger. These results 

reinforced the recommendation to close the CNCA and focus 

attention elsewhere to service the current agricultural credit 

needs of the major productivity projects and launch a village 

level savings and credit movement for the future. 

Chapter VI concludes the study with a summary of all the 

major findings in the report and sets forth the recommendations 

for change to improve the future supply of financial services in 

rural Niger. 
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II. MACRO-FINANCIAL SECTOR ORGANIZATION AND PERFORMANCE 

A. Macro-economic Overview 

Niger is a country of 1,267,000 square kilometers, one 

of the largest in West Africa, with about four-fifths of its 

territory in the Sahara desert. The climate is characterized by 

scarce rainfall and high temperatures. Population in 1985 is 

estimated at 6.1 million inhabitants, growing at a rate of 

approximately 2.8 percent per yearl. Average population density 

is the lowest in West Africa, about 4.8 inhabitants per square 

kilometer. However, three-fourths of the population are 

concentrated in the more favourable areas of the south, where the 

average density is about 28 inhabitants per square kilometer. Two 

ethnic groups predominate, the Haoussa, accounting for about 50 

percent of the total population, and the Zarma-Songhai-Dendi, 

with 24 percent. Other ethnic groups are the Peulh, that accounts 

for 10.5 percent of the population, the Touareg (including the 

Bella) with 9.5 percent, and the Kanouri-Boudouma, with 5.5 

percent. 

The estimated average GDP per capita for 1985 is the 

equivalent of 257 US dollars per year, one of the lowest in the 

continent2 • Table 1 shows selected indicators of the performance 

1 The population census of 1977 registered 5.1 million 
inhabitants. At the current growth rate, population will double 
in 25 years. 

2 Estimate based on GDP at market prices (see Table 1), 
population figures reported above, and exchange rate conversion 
to US dollars (see Table 2). 
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Table 1 

Niger: National Income Indicators, 1978 - 1985 

Year 
1978 1979 1980 1981 1982 1983 1984 1985 

Gross Danestic Product (billions of CFA francs) 

Rural Sector 166.1 188.7 228.1 269.3 299.5 311.5 268.2 332.1 

Agriculture 87.3 96.5 120.8 154.0 156.6 159.7 153.1 207.5 
Livestock 61.4 72.2 89.0 104.1 120.8 128.0 92.7 100.0 
Forestry & Fish. 17.4 20.0 18.4 20.2 22.1 23.8 22.4 24.6 

Mining 37.0 63.1 67.4 52.0 49.8 55.5 53.6 59.3 

Industry & Energy 16.4 19.4 22.2 27.0 32.4 36.9 35.7 38.5 

Construction & 
Public Works 17.1 24.6 32.1 26.6 24.8 23.9 19.2 23.7 

Commerce, Transport 
& Services 84.1 103.2 125.5 147.6 159.1 169.0 161.9 171.6 

Government 22.8 25.1 33.8 39.6 45.8 49.8 52.8 54.9 

GDP at Factor Cost 343.5 424.1 509.1 562.1 611.4 646.6 591.4 680.1 

Import Taxes & 
Duties 15.6 19.1 27.1 27.8 31.3 28.0 24.0 25.0 

GDP at -CUrrent 
Market Prices 359.1 443.2 536.2 589.9 642.7 674.6 615.oi 705.1 

GDP at Constant 
1976 Prices 268.2 307.6 327.0 323.9 321.4 313.0 262.7 280.1 

Implicit GDP 
Deflator(1976=100) 133.9 144.1 164.0 182.1 199.9 215.5 234.3 251.3 

Annual Growth Rates (percent) 

Real GDP 7.2 14.7 6.3 -0.9 -0.8 -2.6 -16.1 6.6 

Real GDP/capita 4.5 11.1 3.6 -3.7 -3.5 -5.3 -18.9 3.8 

GDP Def lator 16.0 7.6 13.8 11.0 9.8 7.8 8.7 7.5 

Sources: Toh (1986), and IMF, International Financial Statistics (1985). 
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of the economy between 1978 and 1985. This performance is 

characterized by a period of rapid and sustained economic growth 

in the late 70s, followed by a crisis and a decline in the early 

80s. Real GDP reached a peak in 1980, driven by the uranium boom, 

and several years of adequate rainfall that favored agricultural 

production. After 1980 real GDP declined steadily until 1984. A 

slight recovery was recorded in 1985, The annual growth rate of 

real GDP between 1981 and 1985 was negative 2.8 percent. As a 

consequence, per capita GDP declined during the period at an 

average annual rate of 5.5 percent. 

The economic decline observed after 1980 is attributed 

to a drastic drop in uranium demand and prices that, together with 

the depreciation of the CFA franc, created a serious deterioration 

in the country's terms of trade (see Table 2). On the other hand, 

government capital expenditure had accelerated in the late 70's 

and did not slow down to the extent required by the post-1980 

recession. Consequently, budget deficits have been consistently 

higher after 1980 than they were in the "boom" years. 

Stabilization efforts undertaken after 1983 are being supported 

by the IMF, by French exceptional assistance, by AID and by debt 

relief from the Paris and London Clubs (Toh, 1986). These efforts 

have induced a gradual reduction of government deficits, from 

about 11 percent of GDP in 1981 to less than 5 percent in 1985. 

The rural sector contributed on average with 45 percent 

of total gross domestic product in the period 1978-1985, with 
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Table 2 

Niger: Selected Economic Indicators, 1978 - 1985 

Year 
1978 1979 1980 1981 1982 1983 1984 1985 

Trade and Payments 

Exports (mil.US$) 290.7 487.1 578.2 486.7 370.5 376.8 326.1 294.7 
Imports (mi 1. US$) 410.0 628.5 794.1 662.8 520.4 424.3 340.5 411.9 

CUrrent account 
deficit (% of GDP) 7.5 6.8 8.5 8.1 7.7 2.7 1.0 7.5 

Terms of Trade 
(1980=100) 88.2 97.5 100.0 63.5 63.0 62.3 57.7 60.6 

Exchange rate 
(CFA/US$) 225.7 212.7 211.3 271. 7 328.6 381.1 437.0 449.3 

Public Finance 

Domestic 
revenue ( % of GDP) 12.8 13.5 13.7 12.7 11.5 10.2 11.4 9.6 

Expenditure 16.5 16.7 19.7 23.6 18.5 17.4 16.4 14.4 
(% of GDP) 

Budget 
deficit (% of GDP) 3.7 3.2 6.0 10.9 7.0 7.2 5.0 4.8 

Gross Fixed 
Investment 25.3 25.5 25.5 22.0 18.7 13.5 13.3 14.9 
(% of GDP) 

Sources: Toh (1986), and IMF, International Financial Statistics (various 
issues). 
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little variation during this period (see table A.1 in the 

Appendix). Since about 90 percent of the population lives in 

rural areas, it follows that average per capita productivity in 

the rural sector is less than one-tenth the per-capita 

productivity in the non-rural economy. For 1985, per capita rural 

GDP is estimated to be only 135 US dollars per year, as compared 

to approximately 1,361 US dollars per year in the non-rural 

sector. 

Niger is a member of the West African Monetary Union 

("Union Monetaire Ouest-Africaine", UMOA). All member countries 

of the UMOA - Benin, Burkina Faso, Cote d'Ivoire, Mali, Niger, 

Senegal, and Togo - share a common currency, the CFA franc, and 

the same central bank, the "Banque Centrale des Etats de 

L'Afrique de l'Ouest", BCEAO. France is represented on the Board 

of the BCEAO and supports the UMOA to maintain the free 

convertibility of the CFA franc into the French franc. This 

support is provided through overdraft facilities in the 

operations account that the BCEAO holds with the French Treasury. 

The BCEAO in turn is required to deposit 65 percent of its 

foreign-currency reserves in French francs in the operations 

account. The CFA franc: is currently pegged to the French franc at 

a fixed exchange rate of 50 CFA francs to one French franc. 

Therefore, exchange policies in Niger and all other member 

countries of UMOA are automatically aligned with those adopted by 

France. 
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As a member of UMOA, Niger has a limited degree of 

autonomy in controlling its money supply and credit. The main 

tool of the UMOA for liquidity control in member countries is 

rediscounting by the BCEAO. The BCEAO sets annual targets for 

total central bank financing in each member state, taking into 

account production, prices, liquidity, the balance of payments 

target, the level of foreign reserves of each country, and the 

total foreign reserves of the area as a whole. The annual limits 

exclude seasonal credit for financing crops and agricultural 

exports. Within the fixed limits on BCEAO rediscounting 

established for each country, the country's National Credit 

Committee decides freely on specific credit allocation. However, 

the proportion of a bank's total credit rediscounted with the 

BCEAO should not exceed 45 percent, and credit to governments is 

limited to a maximum of 20 percent of the previous year's 

officially recorded fiscal revenue. Rediscount rates are 

determined by the Board of the BCEAO. 

The sectoral distribution of credit is influenced by 

imposing the prior approval of loans in excess of 30 million CFA 

francs, and by applying preferential rediscount rates to specific 

loans. These special lines of credit respond to the requirements 

of seasonal farming, small and medium-size enterprises, and small 

scale construction. Sectoral priorities are established by each 

government, and implemented by the BCEAO. In the case of Niger, 

the order of priority is: agriculture, Nigerien enterprises, 

industry and mining, construction, transport and commerce. 
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Despite these priorities, the rural sector (agriculture, 

forestry, and fisheries) is the economic activity with the lowest 

share in total credit to the private sector. As shown in Table 3, 

the average share of the rural sector in total private sector 

credit in the period 1980-1983 was only about 6 percent, whereas 

the sector's average contribution to non-government GDP in the 

same period was 51 percent. The ratio of institutional credit to 

GDP for the rural sector was only 2 percent in the period 1980-

1983. Construction and Public Works, and Industry and Energy are 

the sectors with the highest credit-to-GDP ratios in this period. 

The financing of rural production will be further discussed later 

in this report. The remainder of this chapter discusses the main 

features of Niger's· monetary policy, and the evolution of the 

country's key financial development indicators 

B. M~netary Policy 

The behavior of the major monetary aggregates between 

1978 and 1985 is summarized in Table 4. The money supply shows a 

period of steady growth between 1978 and 1981, at an average rate 

of about 20 percent per year in nominal terms, more or less in 

line with the growth rate of nominal GDP. There was a severe 

contraction in the money supply in 1982, when it declined by 

almost 12 percent, followed by a year of almost no change. This 

behavior reflects the overall economic decline observed after 

1980. The years 1984 and 1985 can be considered as an adjustment 

period. In 1984 the money supply overshot its previous growth 
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Table 3 

Niger: Sectoral Shares in GDP and in Total Private Sector Credit. 

Sector 

Ruralb 

Mining 

Industry & Energy 

Construction & 
Public Works 

Conunerce, Transport 
& Services 

All Non-government 

Averages for the Period 1980 - 1983. 

Share in 
Non-government 

GDP at factor cost 
% 

51.17 

10.54 

5.43 

5.07 

27.80 

Share in Total 
Private Sector 

Credi ta 
% 

6.22 

9.11 

16.59 

15.58 

52.50 

Credit to 
GDP 

ratio 
% 

2.05 

14.80 

51.37 

52.92 

31.86 

16.89 

Sources: Table 1, and Ministere du Plan, Bulletin de Statistique (1984). 

a Includes public and semi-public enterprises. 

b Agriculture, Forestry and Fisheries. 
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record, growing at over 22 percent in nominal terms, even though 

the economy was in even deeper recession than previous years. Two 

exogenous factors referred to in the previous section may help 

explain this loss of control of the money supply, the drought of 

1984, and the depreciation of the CFA franc. Both phenomena may 

have forced a larger monetary expansion aimed at financing 

emergency relief and more expensive imports. Money grew less than 

10 percent in 1985, as a consequence of the efforts to adjust to 

the target ceilings established under the IMF stand-by programs. 

The growth pattern of domestic credit shows three 

distinct periods. First, two years of rapid growth (1979 and 

1980) at an annual average of almost 40 percent, that can be 

associated with the growth in the money supply observed in this 

same period. This was followed by two years of moderate growth of 

domestic credit, at an average rate of 24 percent per year, and 

subsequently by a drastic contraction of credit growth in the 

period 1983-1985. The average annual percentage change of 

domestic credit during these three years was only 2.3 percent, 

what amounts to a reduction of approximately 5 percent per year 

in real terms. 

It is important to highlight the changes in the 

distribution of domestic credit that ocurred during the period 

covered by Table 4. The major feature here was the change in the 

net position of the government, from creditor to debtor, in 1982. 

Even though this change of sign in the net claims on government 

occurs in 1982 (panel A in Table 4), the trend in this direction 
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indeed started in 1980, when the net creditor position of the 

government starts 'declining very rapidly, i.e., the net claims on 

government start increasing dramatically (panel Bin Table 4). 

The average annual increase of net claims on government between 

1980 and 1982 was about 250 percent. This trend changed rather 

drastically in the sub-period 1983-1985, during which the annual 

increase in net credit to government averaged 18 percent. This 

slow-down is a consequence of the adoption of IMF-induced 

austerity measures since 1983. A result of the observed growth in 

credit to the government is that the share of the private sector 

in total domestic credit declined from over 100 percent until 

1981 to about 80 percent in 1985. 

This reversal in the net credit position of the 

government has been attributed to two major factors. First, it 

was due to balance of payments disequilibria, caused by large 

tra~e deficits in 1980 and 1981, increasing debt servicing, and a 

decline in non-monetary capital inflows in 1982. Second, the 

reversal grew out of increasing government deficits resulting 

from a stagnation of government revenue, and growing 

extrabudgetary capital spending under the five-year development 

plan undertaken in 1979 (Toh, 1986). These phenomena had 

consequences in the composition of the sources of funds for the 

banking system, and particularly in the magnitudes of foreign 

borrowing. Prior to 1981, treasury and public-sector deposits 
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with public banks3 provided an important part of the banking 

system's liquidity base. This had allowed the banks to limit 

their recourse to Central Bank rediscounting and foreign 

borrowing as sources of funds. However, the withdrawal of 

deposits by public enterprises in 1981-1982 forced the banks to 

rely upon Central Bank rediscount and foreign borrowing to 

finance the increasing demand for credit from the government. 

This increased credit demand can be traced back to financial 

difficulties of public enterprises, primarily official marketing 

agencies, and the pre-financing of government extrabudgetary 

investment projects (Toh, 1986). Both short-term and long-term 

foreign borrowing increased substantially after 1980, leading to 

a negative net foreign assets position (see Table 4, panel A), 

and a sustained growth in long-term foreign liabilities. 

In summary, the overall monetary picture in the first 

five years of the 80's differs substantially from the situation 

observed in the late 70's. Prior to 1980, the country had a 

positive net foreign assets position, the government was in a net 

creditor position vis a vis the rest of the economy, domestic 

credit and money were growing steadily. After 1980, the net 

foreign assets position has become negative, the government is in 

a net debtor position, while efforts are been made to stabilize 

the growth of credit and money in the economy. 

3 The "Banque de Developpement de la Republique du Niger" 
(BDRN), and the "Caisse Nationale de Credit Agricole" (CNCA). 
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c. Financial Development 

The usual financial deepening indicators are summarized 

in Table 5 for the period 1970 to 1985. In this 16-year period 

the ratio of total money (i.e., currency plus deposit money) over 

GDP almost doubled, following a rather unstable path that can be 

attributed to the erratic fluctuations of the nominal money 

supply. Despite this deepening process observed over the last 16 

years, Niger's financial sector is still very underdeveloped, as 

compared to other low-income countries. 

The period covered in Table 5 can be divided into three 

sub-periods: 1970-1975, 1976-1981, and 1982-1985. During the 

first sub-period the Deposit-to-GDP ratio (row 3 in Table 5) 

grew at a faster rate than the Domestic credit-to-GDP ratio (row 

4 in Table 5), i.e., deposit money was growing faster than 

domestic credit. The opposite holds for the second sub-period. 

This implies a relatively better performance in the first sub

period in that there was a larger contribution of financial 

processes in the working of the economy. During this sub-period, 

banks were servicing credit demand by drawing primarily upon 

deposit mobilization from the public, rather than by refinancing 

from the Central Bank. 

During the second sub-period, 1976-1981, credit 

deepening seems to have been somewhat forced by the Central Bank. 

Rediscounting from the Central Bank substituted for the 

mobilization of resources from the general public as a source of 

funding for credit. These years correspond to the period of rapid 

(35) 
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8.87 9.91 7.20 7.34 11.41 10.58 
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economic growth driven by uranium production and exports. 

Domestic credit as' a proportion of GDP grew almost three-fold, 

whereas the deposit-to-GDP ratio stagnated after 1978. The 

overall increase in net foreign liabilities observed during this 

sub-period helped inf late nominal financial variables as a 

proportion of nominal GDP, as Niger drew upon foreign borrowing 

to finance more of its domestic activity. 

The last sub-period, 1982-1985 is characterized by 

drastic contractionary monetary measures, associated with overall 

economic recession. As a consequence, financial deepening ratios 

(total-money/GDP, and deposit-money/GDP) fell in 1982 and 1983 

with respect to previous years, and then increased in 1984. This 

increase was due to the deep recession observed that year, and to 

the monetary expansion induced by emergency relief and the 

depreciation of the currency. Domestic credit as a proportion of 

GDP remained more or less constant in this last sub-period. 

It is difficult to draw conclusions about the behavior 

of financial variables in real terms. As is clear in rows 7 and 8 

in Table 5, rows 7 and 8, this behavior is very sensitive to the 

choice of a deflater, thus making conclusions conditional upon 

the index chosen to correct for inflation. 

The behavior of interest rates, as indicated earlier, is 

fully determined by the policies established by the UMOA for the 

CFA-franc currency area. Three sets of interest rates are 

important to consider here. First, there are the rediscount rates 

established by the BCEAO, along with margin regulations, that 
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determine the range of lending rates authorized to banks. Second, 

there is the structure of interest rates to be paid on deposits, 

and third, the set of interest rates prevailing in the UMOA's 

money market. 

Figure l shows the behavior of rediscount rates over the 

last ten years. Between 1975 and 1981 the normal rediscount rate 

("taux d'escompte normal", TEN), and the preferential rediscount 

rate ("taux d'escompte preferential", TEP) remained constant at 8 

percent and 5 percent respectively. Both rates increased by two 

and a half points in April 1980, and were raised again by two 

points in April 1982. The most recent rate adjustment by the 

BCEAO, in December 1984, lowered the normal rediscount rate to 

10.5 percent, and the preferential rate to 8 percent. This 

preferential rate applies to crop financing, to small and medium

size domestic firms with overall outstanding debt of less than 30 

million CFA francs, and to first home construction for residents 

of UMOA member countries. 

The BCEAO regulates the rates applicable to different 

types of loans by setting limits to the margins that can be added 

to the relevant rediscount rate. The current structure of nominal 

lending rates derived from these BCEAO regulations is reported in 

Table 6, along with the structure of rates prevailing in 1982-

1984. At present, lending rates range between a minimum of 9 

percent and a maximum of 15.5 percent. Other commissions and 

value-date mechanisms that can increase the effective interest 

rate charged on loans are also regulated by the BCEAO. The 
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Table 6 

BCEAO Regulations and Lending Rates, 1982 - 1985 

Regulation Range of Loan Rates % 

Line of Credit Rediscount 
rate % 

Short and Medium-Term Loans 

Seasonal crop financing 
and agr. exports ·- TF 

Small and medium-sized 
domestic finns with TEP 
overall outstanding debt 
less than CFA F 30 million 

First home construction for 
tJM:)A residents, loans less TEP 
than CFA F 1.5 million 

Other short and medium-term TENb 

Long-Term Loans 

Small and medium-sized 
danestic finns with overall 
outstanding debt less than TEP 
CFA F 30 million, and resid-
ual maturity less than 10 years 

First home construction for 
tJM:)A residents, less than TEP 
CFA F 1.5 million and resid-
ual maturity less than 10 years 

Other long-term TEN 

OVerall Range 

Source: BCEAO 

Margin 
% 

1 - 2 

1 - 3 

1 - 3 

0 - 5 

1 - 3 

1 :-- 3 

0 - 5 

1982-1984 1985-present 

11 - 12 9 - 10 

11 - 13 9 - 11 

11 - 13 9 - 11 

12.5 - 17.5 10.5 - 15.5 

11 - 13 9 - 11 

11 - 13 9 - 11 

12.5 - 17.5 10.5 - 15.5 

11 - 17.5 9 - 15.5 

a TEP: Preferential rediscount rate ("taux d'escompte preferentiel"), see text. 
b TEN: Normal rediscount rate ("taux d'escompte normal"), see text. 
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current lending rates reported in Table 6 imply a range of real 

interest rates on loans from 1.5 percent to 8 percent, as 

compared to a range of 2.2 to 8.7 percent in the period 1982-

19844. 

The interest rates authorized for deposits also 

experienced a drop in December 1984, in line with the adjustment 

of rediscoun~_rates. Table 7 summarizes the structure of nominal 

interest rates on private deposits for the years 1982 through 

19855 • The rate reduction in this case was one percentage point 

across the board, except for demand deposits where the obligation 

to pay interest was lifted for two years, starting in January 

1985. In real terms, the rates reported in Table 7 imply a range 

between -1.25 percent and 2 percent in 1985, not considering 

demand deposits. In the period 1982-1984, the range of real 

interest rates on deposits was -1.5 to 1.7 percent. In summary, 

BCEAO regulations and Niger's inflation rates have resulted in a 

structure of real lending rates and real deposit rates more or 

less stable over the last 4 years. The interest costs of borrowed 

funds have been positive in real terms. The real returns on bank 

deposits implied by the authorized rates have been positive for 

savings deposits and certain categories of time deposits. This 

statement, however, may not apply to effective returns received 

4 Estimates obtained using the average inflation rate of the 
implicit GDP deflater. 

5 BCEAO regulations establish that interest rates on public 
sector deposits are determined by agreement between the 
contracting parties. In Niger, these rates tend to follow the 
general regulations on private sector deposits. 
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Table 7 

Interest-Rate Regulations on Private Deposits 

Size of Account CFA francs 
Type of Deposit -----------------------------------------

Up to 200,000 200,001 to 500,001 to more than 
500,000 2,000,000 2,000,000 

--------------------------------------------
1982 1985 1982 1985 1982 1985 1982 1985 
-1984 -1984 -1984 -1984 

% % % % 

Demand Depositsa 0 0 4.5 5.0 5.0 
fixed fixed min. 

Time Deposits 

Less than 6 months 7.25 6.25 7.75 6.75 8.25 7.25 8.25 7.25 
fixed fixed fixed fixed fixed fixed min. min. 

6 months to less 8.25 7.25 8.75 7.75 9.50 8.50 9.50 8.50 
than 1 year fixed fixed fixed fixed fixed fixed min. min. 

1 year or more 9.25 8.25 10.00 9.00 10.50 9.50 10.50 9.50 
min. min. min. min. min. min. min. min. 

Savings Deposits 9.50 8.50 (Maxinrum size of account established by each 
member country. In Niger: 5 million CFA for 
individuals). 

Source: BCEAO 

a Obligation to pay interest on demand deposits. was suspended for two years, 
starting .January 1985. 
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by depositors, since this depends on the effective rate paid by 

banks, and on the transaction costs of holding deposit accounts. 

It can be expected that only large, long-term time deposits are 

receiving a positive real rate of return under the current 

conditions. 

Finally, the other set of interest rates of importance 

is the one pr~vailing in the UMOA's money market. The creation of 

the UMOA's money market in 1975 responded to the objective of 

providing the BCEAO with another instrument of monetary control. 

Also, it is expected that the access to this money market will 

induce the banks in the union to keep their excess reserves 

within the currency area, thus reducing capital flight from the 

UMOA countries. Even though interest rates in this market should 

reflect demand and supply, "this generally is not the case. 

Interest rates are set by the BCEAO, absorbing any excess supply 

or demand of funds at the administrative set rates" (Toh, 1984, 

pp.33). The average annual interest rates in the money market are 

reported in Table 8 for the period 1975-1985. The behavior of 

these rates over time has followed closely the shifts in the 

rediscount rates set by the BCEAO discussed above. 

It is not clear if the existence of the money market has 

been effective in preventing capital flight from the UMOA region. 

However, it is clear from Table 8 that the structure of money 

market rates do offer banks an interesting alternative to lending 

at preferential rates. For example, the range of interest rates 

authorized to be charged on preferential lines of credit is 
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Table 8 

Average Annual Interest Rates in the Money Market, 1975 - 1985 

overnight One-month Three-month 
Year Deposits Advances Deposits Advances Deposits Advances 

% % % 

1975 7.000 7.125 

1976 6.875 7.125 

1977 7.000 7.250 

1978 7.250 7.500 7.063 7.313 7.125 7.375 

1979 6.938 7.188 7.063 7.313 7.313 7.563 

1980 10.250 10.531 10.375 10.625 10.625 10.875 

1981 14.500 14.813 14.625 14.875 14.875 15.125 

1982 14.000 14.333 14.125 14.375 14.375 14.625 

1983 11.500 11.813 11.625 12.875 11.875 12.125 

1984 11.125 11.406 11.250 11.500 11.800 11. 750 

1985 10.625 10.875 10.750 11.000 11.000 11. 250 

Source: Toh (1986}. 
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currently 9 to 11 percent (see Table 6). To the extent that there 

is at least some uncertainty of repayment involved in these 

loans, a 3-month deposit in the money market with a certain 

return of 11 percent appears as a more attractive use of the 

banks' liquidity. This mechanism may have allowed banks to reduce 

the size of their loan portfolio in the recession years, without 

seriously compromising their viability. 

In summary, this section has shown that financial 

deepening has occurred in Niger over the last 16 years, at a 

rather unsteady pace. The deepening trend has become particularly 

unclear after 1980, due to monetary contraction and economic 

recession. The following section will discuss with more detail 

the performance of financial institutions during this period. 

D. Performance of Financial Institutions 

The banking system of Niger is comprised of nine banks, 

in addition to the BCEAO. Three of these institutions are 

considered public development banks, the "Credit du Niger'' (CN), 

the "Banque de Developpement de la Republique du Niger" (BORN), 

and the "Caisse Nationale de Credit Agricole" (CNCA). The other 

six banks are private commercial institutions, the "Banque 

Internationale pour le Commerce et l'Industrie du Niger" (BICIN), 

the "Banque Lybienne Nigerienne pour le Commerce Exterieur et le 

Developpement" (BALINEX), the Citibank, the "Banque 

Internationale pour l'Afrique Occidentale" (BIAO), the "Massraf 

Faycal Al Islami-Niger" (MFIN), and the Bank of Credit and 
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Commerce International (BCCI). Table 9 shows some of the main 

characteristics of the Nigerien banking system. 

Among the banks controlled by the government, the CN 

provides financing for small equipment and real estate, mainly 

to public employees. The BDRN is in fact a multi-service bank 

dealing in all areas of credit activity, taking on equity 

participation~, and providing deposit and payment services, among 

other typical banking services. The CNCA specializes in financing 

agriculture and other rural economic activities. Except for 

BALINEX, there is no government participation in the ownership of 

commercial banks. All other commercial banks are controlled by 

foreign capital. 

Other government-controlled, non-bank financial 

institutions are the following: 

(i) the "Caisse Nationale D'Epargne'' (CNE) mobilizes deposits 

(about l billion CFA francs as of November 1985) through the Post 

Office branch network. This institution will be dealt with in 

more detail later; 

(ii) the "Caisse de Pr~ts aux Collectivites Territoriales (CPCT), 

whose function is to provide loans to local governments (total 

assets 1.5 billion CFA francs as of September 1982); 

(iii) the "Fond d'Intervention en Faveur des Petites et Moyennes 

Entreprises Nigeriennes" (FIPMEN), that provides guarantees, 

interest subsidies, risk capital and consulting services to small 

and medium-sized business firms with at least 80 percent Nigerien 
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Table 9 

Niger: Selected Features of the Banking System, 1985 

Established Goverrunent Number of Market Sharesa 
Bank (year) Share in Permanent Private Total Total 

OWnership Branches Deposits Loans Assets 
% % % % 

Public Developnent 
Banks 

CN 1958 45.4 1 

BDRN 1961 37.0 11 50.0 63.3 44.0 

CNCA 1967 100.0 5 12.5 9.1 

Private canmercial 
Banks 

BICIN 1978 0 1 16.4 8.3 6.9 

BALINEX 1978 50.0 1 3.1 4.1 3.0 

Citibank 1979 0 1 0.3b o.2b 0.9 

BIAO 1979 0 5 30.0 15.8 17.0 

MFIN 1983 0 1 

BCCI 1984 0 1 

Sources: BCEAO and banks' balance-sheets. 

·a Market shares (end of 1985) are approximate due to differences in 
classifications of deposits and loans across banks. 

b 1982 estimates. 
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ownership. FIPMEN was established in 1983, and operates through 

the "Office de Promotion de l'Entreprise Nigerienne" (OPEN); 

(iv) the "Societe Nigerienne de Credit Automobile" (SONICA), that 

provided car financing until its dissolution in 1985. 

As shown in Table 9, the branch network of the Nigerien 

banking system is extremely limited. There are only 27 bank 

branches in the country, of which about one third are located in 

the capital city. This represents approximately one bank branch 

for every 226 thousand inhabitants, undoubtedly one of the lowest 

ratios in the world. One of the poorest countries in Asia, 

Bangladesh has a ratio of one branch for about 25 thousand 

people, while one of the poorest countries in Latin America, 

Honduras, has one bank branch for every 15 thousand inhabitants. 

This degree of underdevelopment of the banking system is not 

unusual in Sub-Saharan Africa however, since the size of the 

banking system in relation to the size of the population appears 

to be even smaller in Mali 6 . 

Only three banks have a relatively more developed branch 

network, the BDRN, the BIAO, and the CNCA. Among all banks, the 

BDRN has the dominant market share both in loans and deposits. 

The second largest bank is the. BIAO, followed by the BICIN. The 

CNCA has no deposit collection activity, but ranks third in the 

market share of total loans. However, there is some degree of 

segmentation in the loan market. The BDRN has about 30 percent of 

6 The ratio implicit in the figures reported by Masini 
(1985) is one branch per 288.5 thousand inhabitants. 
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its loan portfolio in the public sector, whereas commercial banks 

serve mainly the financial needs of private commercial firms. The 

CNCA on the other hand, is fully specialized in financing 

economic activities in rural areas, and a number of parastatals 

associated with rural activities. 

The overall rate of growth of the Nigerien banking 

system decreased considerably during the last few years for which 

data are available. Total assets and liabilities increased 26 

percent in 1982, 10.6 percent in 1981, and only 5.2 percent in 

1983. The larger commercial banks and the CNCA reported an 

overall decrease in absolute size for 1984. 

The composition of assets and liabilities in the 

Nigerien banking system is reported in Table 10 for the years 

1980 through 1983. The structure of the sources of funds of the 

banking system (panel B in Table 10) is characterized by some 

negative trends. There was a marked decrease of private sector 

deposits during the period covered by Table 10. As discussed in a 

previous section, this fall in private sector deposits, 

accompanied by the government liquidity crisis and the withdrawal 

of public-sector deposits, induced a very sharp increase in 

Central Bank credit, and in foreign borrowing. This heavier 

reliance upon Central Bank credit weakens incentives towards the 

development of the banking system. Also, the share of permanent 

funds in total liabilities showed a slightly decreasing trend in 

a system that was undergoing a serious recession. Unless fresh 

risk capital is invested in banks, this negative trend cannot be 
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Table 10 

Niger: Composition of Assets and Liabilities 
of the Banking System, 1980 - 1983 

Year 
1980 1981 1982 1983 

% % % % 

A. Assets 

Reserves 2.83 3.73 2.46 3.46 

Foreign Loans 3.98 2.61 1.61 3.46 

Credit to Government 7.76 11.26 12.69 12.17 

Credit to Non-government 65.47 59.18 57.63 57.38 

Other Assets 20.88 23.16 25.55 23.52 

Total Assets 100.00 100.00 100.00 100.00 

B. Liabilities 

Private Sector Deposits 34.00 34.42 24.96 25.41 

Government Deposits 13.27 10.13 8.19 7.79 

Central Bank Credit 10.07 13.27 16.44 16.96 

Foreign Liabilities 21.40 16.88 28.01 27.75 

Permanent Funds 9.62 8.83 8.89 9.11 

Other Liabilities 11.63 16.41 13.50 12.93 

Total Liabilities 100.00 100.00 100.00 100.00 

Source: Ministere du Plan, Bulletin de Statistique ( 1984). 
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reversed, given the fact that all the largest banks reported net 

losses in 19841 • The pr'ospects for an expansion of banking 

activity are therefore unpromising. 

On the asset side, illustrated in panel A of Table 10, 

the most striking feature is the fall in the share of credit to 

the non-government economy, accompanied by an increase in the 

share of credit to the government in total assets. This can be 

partially explained by a contraction in non-government economic 

activity. At the same time, the decline in the share of credit to 

the non-government sector may reflect the "crowding out" of other 

financial assets in the banks' portfolios by rigid government 

financing demands, in a period of monetary restraint. 

Consideration should also be given to the fact that over 

30 percent of the bank credit to non-government sectors goes to 

public or semi-public entreprises operating in these areas. Thus 

a large proportion of the Nigerien banking system is involved in 

lending activity to borrowers that usually do not meet normal 

creditworthiness criteria. The effect of this situation on the 

development of the banking system is well known. If the lending 

risk is still borne by the banks, they are likely to suffer 

serious financial difficulties.and/or a sharp scaling down of 

their activity. If the risk is passed on to other lenders of last 

resort, more explicitly to the government budget, then banks will 

turn into mere administrative entities of the government. In this 

1 An exception to this was the CNCA, but loan-loss data and 
revenue accounting in this institution are questionable. 
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case, they will gradually lose the prerogatives of an independent 

firm, and will have little need for developing the banking skills 

required for institutional viability. 

The Nigerien banking system appears to be headed in this 

unpromising direction of financial contraction or shallowing. The 

BDRN, which was called upon since its creation to bear fully the 

weight of supporting government sponsored accelerated industrial 

development objectives, suffers today the consequences of these 

policies. Its bad-debt ratio is about 50 percent, it has 

difficulties attracting resour.ces, operates with poor 

administrative procedures, an inflated personnel roster and 

superfluous fixed investment. A restructuring process is underway 

in the BDRN, but unless an appropriate system of incentives and 

sanctions is established, and current constraints on proper 

banking practices are removed, there is little likelihood of 

improvement. 

The case of the CNCA has some special features that are 

dealt with in a later section of this report. However, in brief, 

the CNCA shares a common feature of public financial 

institutions, namely, the constant abuse of these institutions as 

conduits for debt financing of government current expenditures 

for public enterprises. 

The BCEAO reported an increase of doubtful loans of 76.5 

percent in 19831 and a further increase of 76.7 percent·in 1984 

for the banking system as a whole. This is probably the result of 

several negative factors affecting the Nigerien economy after the 
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end of the uranium boom. However, it also seems likely that the 

UMOA and the domestic authorities in Niger have no pronounced 

concern for financial institution building. Thus, policies 

affecting financial institutions in Niger tend to neglect the 

need for financial viability. Measures are taken when bank 

difficulties arise, but these measures are ex-post remedies for 

short-term crises. Intelligent precautionary actions to prevent 

the deterioration of the banks' portfolios are not taken to meet 

long-run objectives of healthy financial deepening. 

The loan portfolio of the banking system is heavily 

concentrated in commerce, construction, and industry. These three 

sectors accounted for 76 percent of bank lending to non

government sectors in 1983 (see Table 11). Commerce alone 

received 46.4 percent of total credit to non-government sectors 

in 1983, and about 53 percent of total short-term lending this 

same year. As indicated in a previous section, the rural sector 

(agriculture, forestry, and fishing) has the smallest share in 

institutional lending to non-government activities. This sector's 

share was 6.5 percent in 1978, grew to 8.3 percent in 1982, and 

then fell to 4 percent in 1983. 

Most lending to non-government sectors has been short

term. In fact, the term structure of the loan portfolio has 

tended to shorten in the period covered by Table 11. Short-term 

credit was between 69 and 73 percent of total lending in the 

years 1979 through 1981. Its share increased to almost 11 percent 

in 1982, and then to 83 percent in 1983. This shortening of the 
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Table 11 

Niger: Distribution of Credit to Non-government Sectors, 1979 - 1983. 
End-of-Period Balances in Millions of CFA Francs 

Year 
Term I sector 1978 1979 1980 1981 1982 1983 

Short-term 
Rural a 2327 3244 3084 3488 5844 3740 
Mining 2780 3947 4101 1565 3823 4007 
Industry 3001 4636 8733 8094 11692 9627 
Construction 4027 4560 8445 12603 11892 13420 
Transport 2501 3690 5498 6491 6902 7368 
Conmerce 16335 24418 25910 28856 36106 44802 
Services 204 1502 1959 1234 1199 1289 
Financial Inst. 399 
Other 2588 10 

Total short-term 34612 46007 57730 62331 77458 83533 
of which, public & 
semi-public enterp. 8099 13779 18560 22259 27793 25272 

Medium-term 
Rural 734 1010 1392 2299 2506 326 
Mining 6649 8470 5251 6572 5029 2907 
Industry 1156 4305 5469 5627 6000 5273 
Construction 1607 2750 3034 3390 2625 1437 
Transport 910 1723 1772 1482 1040 938 
Ccmnerce 789 852 1636 2142 2494 2519 
Services 241 678 730 917 1053 1062 
Financial Inst. 15 
Other 724 

Total medium-term 12825 19788 19284 22429 20747 14462 
of which, public & 
semi-public enterp. 2451 5719 7019 7223 7340 4233 

Long-termb 
Industry 56 47 
Construction 25 
Transport 173 1058 1487 1568 1428 
Conmerce 783 25 25 20 15 
Services 29 155 310 274 1095 1119 

Total long-tenn 283 985 1393 1786 2694 2562 
of which, public & 
semi-public enterp. 222 817 1090 1506 1583 1458 

Total Credit 47720 66780 78407 86546 100899 100557 
of which, public & 
semi-public enterp. 10772 20315 26669 30988 36716 30963 

Source: Ministere du Plan, Bulletin de Statistique (various issues). 
a Agriculture, Forestry and Fishing. b Sectors without long-term credit excluded 
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term structure of the loan portfolio was even more drastic for 

the rural sector. Short-term lending to agriculture, forestry and 

fishing represented 92 percent of the loans received by this 

sector in 1983. 

A final note on the portfolio composition of the banking 

system is the participation of public and semi-public 

enterprises. Their share of total non-government credit from the 

banking system has been above 30 percent since 1979, reaching a 

maximum of 36.4 percent in 1982. Furthermore, these public and 

semi-public enterprises have practically monopolized long-term 

credit. About 80 percent of long-term lending went to these firms 

between 1979 and 1981. This share decreased to 59 and 57 percent 

in 1982 and 1983 respectively. 

E. Summary and Implications 

This chapter has shown that Niger experienced a serious 

monetary contraction and economic recession after 1980. The net 

foreign assets position of the country became negative, the 

government is in a net debtor position, and the financial 

deepening trend of the late 70's became unclear in the first half 

of the present decade. 

The banking system of Niger has been increasingly servicing 

the government and the parastatals at the expense of the private 

sector. Reliance upon central bank funds and foreign borrowing 

has increased, while private sector deposits have declined. The 

loan portfolio of the banking system shows a clear urban bias, in 
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detriment of the rural sector. The economic recession of the 

first part of the SO's has affected the profitability of banking, 

increased the level of delinquency in the loan portfolios, and 

increased the risk associated with banking activities. As a 

consequence, banks have reduced their scale of operations, 

shortened their term structures, and accentuated the urban bias 

of their loan portfolios. The rural sector has been particularly 

affected in this process. Not surprisingly, as will be shown 

later, informal finance plays a role far more important than 

institutional financial services in rural areas. 

The situation summarized above clearly indicates that the 

financial environment is not favorable for the expansion of the 

existing banks, and even less so for the creation of new 

financial institutions. Prior to the promotion of any new banking 

initiative in Niger, a long preliminary period of market recovery 

and_expansion would be required. At the very least, the current 

banking institutions should be able to restore their pre

recession levels of activity in real terms and recuperate their 

base of private-sector deposits, before new banking initiatives 

are brought into the discussion. Even then, the opening of new 

markets will require the identification of areas where monetary 

circulation had increased and village-based financial 

intermediaries had developed. 
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Table A.1 

Niger: Structure of Production by Sector of Origin 
1978 - 1985, in Percent 

Year 
1978 1979 1980 1981 1982 1983 1984 1985 

Rural Sector 46.3 42.6 42.5 45.7 46.6 46.2 43.6 47.1 

Agriculture 24.3 21.8 21.8 22.5 24.6 24.4 23.7 24.9 
Livestock 17.1 16.3 16.6 17.6 16.8 19.0 15.1 14.2 
Forestry & Fish. 4.8 4.5 3.4 3.4 3.4 3.5 3.6 3.5 

Mining 10.3 14.2 12.6 8.8 7.7 8.2 8.7 8.4 

Industry & Energy 4.6 4.4 4.1 4.6 5.0 5.5 5.8 5.5 

Construction & 
Public Works 4.8 5.6 6.0 4.5 3.9 3.5 3.1 3.4 

Commerce, Transport 
& Services 23.4 23.3 23.4 25.0 24.8 25.1 26.3 24.3 

Government 6.3 5.7 6.3 6.7 7.1 7.4 8.6 7.8 

GDP at Factor Cost 95.7 95.7 94.9 95.3 95.1 95.8 96.1 96.5 

Import Taxes & 
Duties 4.3 4.3 5.1 4.7 4.9 4.2 3.9 3.5 

GDP at Market 
Prices 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

Source: Toh (1986). 
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III. THE RURAL FINANCIAL SYSTEM: THE NATURE, ROLE 

AND PERFORMANCE OF INSTITUTIONAL AND NON

INSTITUTIONAL CREDIT 

This third chapter of the final report focuses on key 

dimensions of institutional and non-institutional credit in 

Niger. First in Section A we document and evaluate the 

performance of the CNCA, the key formal institution offering 

credit to agricultural producers largely through cooperatives and 

groupement mutualistes. This analysis of the CNCA is followed by 

an appendix outlining essential features for any new 

institutional approach for rural credit. Section B of 

Chapter III then reviews the various non-financial institutions 

and special credit programs serving the agricultural sector. 

Donor activity in productivity projects is critically assessed 

and implications drawn for policy reform. Section C offers an 

insight into the question of access and the overall magnitudes of 

institutional credit in Niger. 

The final two section of Chapter III highlight major 

features of informal credit at the village level. In Section D 

we report on the range and magnitude of informal credit at the 

household level. In Section Ewe turn our attention to document 

and evaluate the role of wholesale and retail merchants as they 

finance and service village-level markets. 
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A. Formal Financial Institutions: The 

Caisse Nationale de Credit Agricole 

1. The Long-Term Development History of the CNCA: 
Issues and Problems 

For almost 20 years the Caisse Nationale de Credit Agricole 

has carried out the function of channelling funds, for the most 

part indirectly through para-statal organizations, towards the 

Nigerien rural-sector. The vast majority of the loans currently 

outstanding are non performing and disbursement of new loans is 

slowing down. There is a persistent liquidity strain. The CNCA 

is still poor in skilled human resources and has not developed 

effective procedures for supplying and managing financial 

services. 

Two factors at the origin of CNCA are useful in interpreting 

its subsequent performance. First, the new financial institution 

was created within the framework of the sectoral specialization 

adopted in shaping Niger's banking system. Accordingly, the CNCA 

was empowered to carry out only financial operations that would 

service economic activity in rural areas. 

In mature financial systems specialization by sector may 

occasionally occur as a natural outgrowth of consolidation and 

concentration of specific skills developed over long periods of 

time. In a young financial system, on the other hand, speciali-

zation by sector is more likely to reflect a lack of concern for 

the development of financial skills and institutions per se. 

This early specialization tends to create a financial institution 
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that becomes a mere administrative support function in favor of 

other predefined development goals. The latter attitude seems 

to apply to the Nigerien case, although it must be recognized 

that the scope of action of the CNCA was defined originally in 

its statute in fairly broad terms. 

In the second place, the CNCA was created through the 

division of the Union Nigerienne de Cr edit et de Coop eration 

(UNCC) into two separate bodies: the CNCA and the UNCC itself, 

a public body with administrative purposes incorporated in the 

former Ministry of Rural Development. The UNCC had originally 

been established to provide greater central control over coopera

tives and with time had taken on a variety of functions from 

input supply, to credit distribution, peanut marketing, seed 

distribution, the management of development projects, coopera

tive education, farmer training, functional literacy, supplying 

products of primary necessity, and distributing grain in time of 

scarcity. Some of these functions were subsequently transferred 

to other specialized agencies, as in the case of the Office 

des Produits Vivriers du Niger (OPVN), established in 1970, 

the Office National des Am enagements Hydro-Agricoles (ONAHA) 

established in 1978, or to specialized services still within 

the UNCC, like the Centrale d'Approvisionnement (C.A.) created 

in 1978 and the Ateliers de fabrication de mat eriel agricole. 

When the credit function was passed over to the CNCA, strong 

links were maintained. For example, by law the Chairman and the 

members of the board of the UNCC were respectively the Chairman 

and members of the board of the CNCA; from a functional point 
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of view, the representative of each agency at the department 

level was one and the same until 1980, when the Government took 

a firmer stand in trying to set up the CNCA as a full-fledged 

"agricultural credit institution." The CNCA, moreover, continues 

to rely heavily on the Offices et soci~t~s de'Economie Mixte 

(OSEM's) both as a device for indirectly channeling credit to 

farmers and to perform some critical functions in identifying, 

selecting and monitoring its own direct customers. Transferr

ing the credit function to the CNCA did not automatically create 

the necessary banking skills nor were the extension and follow-up 

skills of the OSEM's improved. on the contrary, incentives were 

created that made the situation worse on both fronts. 

The CNCA, trapped by its mission, could not afford to 

establish contact with its ultimate borrowers in the rural areas 

because, given its small sized staff, this would imply a reduced 

coverage and an increased selectivity in credit distribution. 

Therefore the CNCA's role of working through other institutions 

to reach the final farm-borrower reduced its chances of learning 

how to perform effectively its own banking functions. It could 

not develop direct "bank-customer" relationships. From the point 

of view of learning processes within the CNCA the situation was 

not improved when Productivity Projects (PPS) entered the scene. 

The predefined goals embedded in the projects' programs and 

prescriptions can erect a strong barrier to any attempt by an 

external institution, like CNCA, to understand and much less 

participate in the loan evaluation and loan administration 

activity where the project operates. This effect is compounded 
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when the project can count on its own lines of credit. In 

short the CNCA becomes a mere conduit to channel funds rather 

than actively participating in the decision making process in 

assessing the risk, and credit-worthiness of potential clients. 

The OSEM's and PP's, on the other hand, find in this 

situation incentives to reduce the quality of their own perfor

mance both with regard to supporting services offered to the 

CNCA and in their own current operations. In the first place, 

transferring loans from their books to the CNCA obviously 

reduced the concern and responsibility shown by their own agents 

in assessing creditworthiness, follow-up activities and credit 

collection on behalf of the CNCA. In the second place, the 

opportunity to influence credit allocation and loan repayment 

can create for the OSEM's and the PP's a situation in which the 

negative effects of their own possible, inappropriate technologi

cal advice and even fraud can be temporarily covered up with 

resources borrowed directly by them or by their project farmers. 

The distribution of these loan resources can mitigate the losses 

growing out of poor research and extension work and reduce the 

complaints of the farmer-borrowers if they do not have to be 

repaid. In short, as long as the loan program is labelled 

"experimental" and the experiment proves deficient, then the 

OSEM's and PP's can save face with their farmer-borrowers by 

not pushing aggressively for loan repayment. 

Thus, paradoxically, recourse by the CNCA to the OSEM's and 

PP's for supporting services in credit delivery and loan repay

ment can possible result in creating incentives and opportunities 
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for these same entities to work against rather than in support of 

loan repayment. This is to be expected when the same entity that 

is a borrower (i.e. the OSEM's and PP's) also assumes a role as a 

credit officer and loan collection agent for another entity which 

is its creditor such as the CNCA. The conflict of interest 

inherent in these split roles weakens and eventually destroys 

rigorous loan management and loan recovery practices. 

Thus the CNCA is defenseless because it has very limited 

control over the resources it lends. This was made clear in 

1981-82 when the CNCA tried to enforce a more aggressive loan 

repayment policy. Angry borrowers managed to divert the sources 

from which their loans were drawn towards other financial institu

tions thus precipitating the CNCA into a deeper financial crisis. 

In this arrangement the CNCA obviously stands to lose 

inasmuch as the stated reasons from moving the donor's lines of 

credit to other financial institutions identifies a false target, 

i.e. the poor level of service provided by the CNCA. However, 

the fact that the CNCA did not develop the necessary skills and 

procedures to provide effective banking services, while true, is 

somewhat beside the point in a "wholesale" credit distribution 

system like the one that links the CNCA to the OSEM's and the 

PP's. The initial identification of lending opportunities, risk 

assessment and client selection, and related administrative pro

cedures are undertaken by the OSEM's and the PP's staff. on 

the other hand, the fact that these projects run huge operating 

deficits, and are not able to reimburse their loans nor control 

and organize project farmers-beneficiaries to reimburse their own 
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loans, illustrates the true problem area in the system that Niger 

has adopted for channelling financial resources to the rural 

sector. 

In this framework the financial entity is not considered an 

intrinsically useful institution in its own right, but rather a 

mere administrative device completely subordinated to the purpose 

of channelling credit towards predefined uses. These uses are 

not chosen by loan beneficiaries, but by a development agency 

whose task is to stimulate the adoption of specific technologies 

or practices to increase output. such an approach does not 

provide the incentives to develop within the financial institu

tion the appropr~ate managerial and banking skills, needed to 

administer a loan portfolio and develop through time a healthy 

bank-client relationship. 

2. Main structural Features. 

The CNCA was established in 1967 (loi nu 67-032, 29.09.1967) 

as a public sector institution with commercial goals registered 

in the official list of banking and financial institutions 

(arret~ n.u 364, 17.12.1968). The CNCA is fully owned by the 

Government of Niger and is under the control of the Finance 

·Minister. Its headquarters are in Niamey and it operates over 

the entire national territory. Within the limits established by 

current laws and banking regulations, the CNCA is empowered to 

carry out any financial operation that could benefit economic 

activity in rural areas - namely farming and livestock raising 
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TABLE 1 

C.N.C.A. - LIABILITIES AND CAPITAL (% composition at end of year) 

1978/79 1979/80 1980/81 1981/82 1982/83 1983/84 
(1) (2) (3) (4) (5) (6) 

Central Bank 52.1 34.6 30.5 30.7 41. 9 35.2 

Checking Accounts 1.1 2.2 2.1 6.7 4.2 4.0 

Current Accounts 1. 3 1.4 5.6 2.7 2. 1 3.0 

Banks & Correspondents 1. 9 4.0 5.5 3.6 1.0 

Deferred Payments 0.8 0.7 2.5 2.5 2.4 2.8 

Fixed-term Deposits 17.0 24.6 18.0 18.5 13.6 13.9 

Lines of Credit 6.2 14.6 18.0 14.1 13.6 17.4 

Adjustment Accounts 0.9 3.4 2.6 7.8 8.6 7.9 

Reserves & Guarantee Funds 5.7 4.8 7.3 5.6 5.0 6.2 

Undistributed Profits 1. 0 1.6 3.1 

Capital 12.6 7.9 6.7 5.9 4.8 5.4 

Current Profit 0.6 1. 9 1. 2 1.0 1.1 1.2 

Source: CNCA, Rapport d'Activit~, 1982/83 and 1983/84 
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TABLE 2 

CNCA: CAPITAL/ASSET RATIOS 

1978/79 1979/80 1980/81 1981/82 1982/83 1983/84 
(1) (2) (3) (4) (5) (6) 

Cap. & Reserves/ 
Total Assets (%) 18.9 14.6 15.2 13.5 12.5 15.9 

Cap. & Reserves 
Increase (%) 21. 2 17.4 1. 2 14.4 12.6 

Total Assets 
Increase (%) 56.7 12.6 14.6 22.6 -10.9 

A. Cap. & Reserves 
(M. CFA F.) 1,357.6 1,646.0 1,931.7 1,955.1 2,237.1 256.2 

B. Long-term Assets 
(M.CFA F .) 181. 60 223.9 339.6 392.3 256.5 62.6 

A./B. (%) 7.5 7.4 5.7 5.0 8.7 40.3 

c. Risky Assets 
(M. CFA F .) 7,025.2 10,750.0 12,084.0 13.595.8 16,823.1 14,592.6 

A./C. (%) 19.3 15.3 16.0 14.4 13.7 17.3 

Source: CNCA, Rapport d'Activite, 1982/83 and 1983/84 
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the CNCA - completely on the rate of accumulation of reserves 

and undistributed profits. Therefore, any doubt concerning the 

amount of income devoted to loan loss provisions and net prof it 

affects the effective value of the capital/asset ratio. This is 

especially relevant when considering the ratio of capital and 

Reserves over Long-term Assets or over Risky Assets (as in Table 

2) in order to draw conclusions on the financial or risk coverage 

afforded by the given capital structure. Evidence on the unreli

ability of the figures for profits or loan loss provisions can 

sometimes be seen in the level of Extraordinary Items in the 

Prof it and Loss Account and the level of Adjustment Accounts in 

the Asset and Liabilities Account. The improved risk coverage 

ratios of the CNCA in Table 2 can be misleading and should be 

assessed, in light of the growing incidence of Extraordinary 

Items (which we explore later in Table 12) and of Adjustment 

Accounts in Table 1. We will return to this issue later. 

capital and Reserves represent long-term resources which 

in the current institutional arrangements do not bear an explicit 

cost. Therefore they are considered the cheapest source of funds 

for the CNCA although the opportunity cost involved in their uses 

should always be considered. 

Selected liabilities in Table 3 identify funds borrowed in 

domestic and external financial markets. The variability of the 

rate of growth is very marked among different types of liabili

ties and especially over time. This is explained by the very 

narrow base for change and by the concentration of funding 
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TABLE 3 

CNCA - SELECTED LIABILITIES 

1979-80 1980-81 1981-82 1982-83 1983-84 
(1) (2) (3) (4) (5) 

Percentage Changes---

Central Bank 4.01 -0.73 15.32 67.51 -25.17 

Checking Accounts 208.20 5.80 273.52 -23.03 -15.90 

Current Accounts 64.18 352.02 -45.81 -4.66 27.75 

Banks & Correspondents 236.64 54.58 -24.39 -66.43 -100.00 

Fixed Term Deposits 126.52 -17.48 17.46 -9.51 -8.87 

Ext. Lines of Credit 270.20 39.01 -10.27 18.52 13.73 

Total 60.2 10.3 -9.7 49.3 14.3 

---Percentage Composition---

Central Bank 42.5 38.3 40.2 54.8 47.9 

Checking Accounts 2.7 2.6 8.8 5.5 5.4 

Current Accounts 1. 7 7.0 3.5 2.7 4.1 

Banks & Correspondents 4.9 6.9 4.7 1.3 

Fixed Term Deposits 30.2 22.6 24.3 17.8 18.9 

Ext. Lines of Credit 17.9 22.6 18.5 17.9 23.7 

Source: CNCA, Rapport d'Activite, 1982/83 and 1983/84 

(71) 



Chapter III 

sources for each type of liability. This extreme instability and 

lack of diversification of funding also affects the aggregate 

rate of change and, eventually, the overall rate of growth for 

the institution. 

The predominant sources of funds are either from the 

government or external donors. The Central Bank's rediscount 

lines accounted for 44.7% of total borrowing, on the average, 

over the period, while fixed-term deposits (mostly from the 

Treasury) and external lines of credit from international donors, 

under very soft conditions, accounted respectively for 22.8% and 

20.1% on average. At the end of 1983-84 these sources (3 in all) 

accounted for 90.59% of CNCA's borrowed funds. 

The drop in "checking and current accounts" and in "banks 

and correspondents" during 1982 and 1983 is related to the 

already mentioned reaction of project authorities to the new, 

more aggressive loan repayment stand then adopted by the CNCA and 

by the cumulative effect of the CNCA's subsequent treasury diffi

culties on the confidence of other depositors. 

The CNCA's composition of borrowed funds, on the other hand, 

does not stimulate the development of the skills and procedures 

required to approach the general public for deposit collection. 

Nor does the CNCA benefit from the incentives that dealing with 

regular depositors from the public creates in order to improve 

banking skills and other operating procedures such as effective 

loan evaluation and risk analysis, liquidity and cash management, 

and loan recovery practices. 
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The composition of sources also has an impact on the level 

and fluctuation of financial charges. The CNCA obtains 60-70% 

of its borrowed funds (Central Bank rediscounts and Treasury 

fixed term deposits) at rediscount rates which are systematically 

higher and stickier than the normal deposit rates for the public 

established in the Nigerien banking system. 

In summary, when the structure of liabilities (i.e. the 

sources of funding) of a financial institution servicing agricul

ture is dominated by government rediscount lines of credit or 

international donor funds, the institution becomes "borrower

dominated." Namely, all the loan procedures and administrative 

practices are designed to favor borrowers' interest. Detailed 

farm budget studies and targeted clientele are emphasized (to 

introduce new technology or increase output) while rigorous 

credit-worthy analyses on the probability of loan repayment 

and loan recovery procedures and practices are minimized. 

In contrast, when the source of funds is dominated by 

deposits from the public at large, the institution becomes 

"depositor-dominated" in its operational philosophy. LOan 

management and administrative procedures are designed to favor 

and protect depositor interests. High cost end-use or loan 

targeting programs are minimized, while loan evaluation and 

credit-worthiness analyses (including risk analysis) are empha

sized. At the same time loan recovery procedures are highlighted 

and loan recovery efforts are pursued aggressively. Borrower

dominated financial institutions frequently experience severe 

financial difficulties since financial viability is not a 
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dominant priority. Depositor-dominated financial institutions, 

on the other hand, are usually much more solvent, since the 

survival of the financial institution is important for depositor 

interests and thus institutional viability rapidly becomes a 

dominant feature of managerial strategy and practices. As the 

foregoing analysis makes clear, the structure of liabilities 

(sources of funds) of the CNCA makes it a classic example of a 

borrower-dominated institution, dependent upon government and 

donor funds, with all the associated weaknesses of those insti

tutions, in particular its lack of financial viability. We 

will pursue this theme further in the rest of this report. 

4. Asset Management. 

The portfolio of financial assets of the CNCA - 99% of which 

consists of loans and overdrafts - recorded an average annual 

growt-h of 17.6 percent over 1979/80 - 1983/84 (including doubtful 

loans net of provisions). The average rate of growth over the 

same period, excluding doubtful loans (see Table 4), was 16.9% 

for overdrafts, 23.1% for short-term loans and 25.7% for medium

term loans. The rates of growth for each type of loan are 

extremely variable over time possibly because of unstable season

ality coupled with end of period-data and most certainly because 

of the very high concentration of borrowing entities. The abrupt 

shifts in program funding through government and international 

sources (noted earlier in Table 3) introduces equally abrupt 

shifts in the loan activity documented in Table 4. These rapid 

shifts in liabilities and assets complicate loan management 
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practices and compromise efficient loan recovery. For example, 

farm-borrowers (or cooperatives) are not inclined to repay loans 

to an institution experiencing funding problems, since the 

reward for repaying a loan (i.e. getting a new loan) appears 

unlikely. Thus a growing image of instability in funding sources 

will induce a rising rate of delinquent behavior among borrowers. 

Starting in 1983/84 and continuing in 1984/85 a negative 

rate of change is recorded for all types of loans, not taking 

into account loans classified as doubtful which tripled over the 

same period. The decline in total loans outstanding is explained 

by the decision of the CNCA to stop granting credit to borrowers 

that did not have an acceptable repayment record, the elimination 

of all crop season lending, the diversion of "credit 

programs" from the CNCA towards other banks and towards the 

development projects themselves. 

seventy percent of the CNCA loan portfolio consists of 

overdrafts and short-term loans while 30% is comprised of medium 

term loans in 1983/84 (see Table 4). overdrafts fall into five 

main groups (see Table 5). crop loans until 1983-84 

consisted mostly of loans to OPVN and, to a much smaller degree, 

to Riz du Niger and sonara; input supply loans mostly to central 

d'Approvisionnement; prefinancing loans mainly for Productivity 

Projects, (i.e. credit granted as an advance on the expected 

disbursement of lines of credit obtained from external donors 

or the Fonds National d'Investissement); advances to ONAHA and 

directly to some Am~nagement Hydro-Agricoles; and other advances 

on current account to Productivity Projects. 
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(at the production, marketing or transportation levels), fishing 

and rural handicrafts (d~cret nu 68-57/MF, 8.04.1968). 

According to the by-laws the organizational structure of the 

CNCA is comprised of the following decision -making bodies; a 

Board of Directors, a Technical credit committee, (which assists 

the Board of Directors in implementing credit policies and makes 

decisions concerning loans exceeding CFA F. 300,000); Depart-

mental Technical committees (COTEDEPs, which evaluate credit 

granting decisions for Cooperatives at the d~partement level); 

the Arrondissement Technical committees (COTEARs, which provide a 

consultative function for the decisions taken by COTEDEPs); the 

Director (nominated by the conseil des Ministres) can be admitted 

to the Board meetings with consultative functions and can grant 

credit on his own initiative within a CFA F. 300,000 limit per 

loan, and Branch Managers (with a credit limit per loan fixed at 

CFA F. 100,000). 

The functional employment structure of CNCA consists of 3 

persons in the Direction G~n~rale and four Central Departments: 

General Affairs (11 persons), Accounting (14 persons), credit 

(15 persons), Inspection (2 persons). At the same time the CNCA 

operates through five branches: Niamey (17 persons), Dosso (10 

persons), Tahoua (10 persons), Maradi (12 persons), Zinder (11 

~0~annQ\_ Rach branch has its own credit section and Accountinq 
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Number Average Salary (CFA F •) 

1982-83 1984-85 1984-85 

Subordinate staff 32 33 406,136 

Executive staff 43 24 696,951 

Middle Management 20 41 1,261,035 

Officers 15 11 2,105,559 

Total 110 109 

According to a 1983 survey 60% of the personnel was less 

than 30 years old and another 30 % was 30 to 40 years old, while 

78% did not have a high-school diploma. 

3. Liability Management. 

The structure of liabilities and capital of the CNCA is 

reported in Tables 1 and 2. The Ratio of capital and Reserves to 

total assets - which will be discussed further on with regard to 

its i~pact on profitability - defines the financial leverage of 

the bank. The lower the ratio, the higher the leverage. Table 2 

shows that this ratio varies from a maximum of about 19% at the 

end of 1978/79 to a minimum of 12.50% at the end of 1982/83 

with an average of 15% over the period 1978/79 - 1983/84. This 

depends ~n the percentage increase of Reserves and Capital 

relative to the rate of growth of total assets. 

Given the practical absence of inflows of fresh capital, the 

rate of growth of Reserves and Capital depends - in the case of 
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TABLE 5 

CNCA: DISTRIBUTION OF LOANS BY BENEFICIARIES 
() 

::r 
Pl 

Beneficiaries Number of Accounts Amount Outstanding Doubtful loans 'O 
rt 

(M. CFA F.) (M. CFA F.) (%) ro 
Ii 

Date 30.9.84 3.9.85 30.9.84 30.9.85 30.9.84 30.9.85 30.9.84 30.9.85 
H 
H 

(1) (2) (3) (4) (5) (6) (7) (8) H 
I 

:i:oi 
Medium - Term 

Cooperatives 1.160 1.160 2,299.4 2,531.8 31.4 362.3 1.37 14. 31 

OSEMs 5 5 596.3 383.0 

State 1 1 1,016.1 338.2 

Individuals 3.219 3.219 665.2 641.0 300.2 298.3 45.13 46.54 

-...) 

::n Short - Term 

Cooperative 1.548 1.548 208.7 256.3 10.8 256.3 5.13 100.0 

Individuals 3.396 3.396 202.0 143.5 74.8 69.7 37.13 48.58 

Overdrafts 

Crop loans 2 1 2,522.2 150.9 

Input supply 5 5 2,629.0 3,430.3 

Prefinancing 16 16 762.9 567.1 

Advances ONAHA and AHA 43 43 2,072.7 2,390.9 

Other Advances on c/a 111 111 2,164.8 3,084.9 189.3 220.0 8.74 7.13 

TOTAL 9,506 9,505 15,199.4 13,918.0 606.7 1,206.7 3.99 8.67 

Source: CNCA, unpublished data 
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Loans in the first 4 groups comprised only 66 accounts in 

1983/84 although their share in the total loan portfolio of the 

CNCA was about 50% in value terms. Other advances on current 

account comprised another 111 accounts (14% of the total value of 

loans outstanding). As far as loan concentration is concerned, 

the situation was practically unchanged in 1984/85 except for 

the very marked reduction in the value of crop loans partially 

balanced by the increase in other advances and input supply 

loans. This situation reflects the fact that overdrafts only 

benefit farmers indirectly. The customers of the CNCA in this 

case are neither cooperatives nor individual borrowers in the 

rural areas, but government agencies with various functions in 

the Nigerien rural environment such as the marketing of output, 

input supply, equipment production, territorially or technology 

based extension services, and project and infrastructure 

management. 

Short-term loans, on the other hand, are concentrated on 

cooperatives and individuals. They accounted for 52\ of the 

number but only 2.9% of the value of total loans outstanding in 

1984/85 (52% and 2.7% respectively in 1983/84). The total number 

of customers involved in these operations was 1.500 for coopera

tives and 3.400 for individuals both in 1983-84 and in 1984-85. 

The main stated destinations of these loans are the financing of 

land preparation, farm equipment, cattle fattening programs, 

horticultural product marketing and irrigated area production 

campaigns - until the interruption initiated by the CNCA in 

1982/83 due to unbearable default problems by the A.H.A. 
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TABLE 6 :;,' 
PJ 

"O 

CNCA: "RETAIL" 
rt 

LENDING CD 
11 

H 
H 

Proportion of Total Proportion of Total Average Amount Incidence of 1-f 
Number of Loans Value of Loans per Loan Doubtful Loans :i:-i 

(%) (%) (CFA F. '000) (%) 

1983-84 1984....:85 1983-84 1984-85 1983-84 1984-85 1983-84 1984-85 
(1) (2) (3) (4) (5) (6) (7) (8) 

Short-Tenn 

Coops 16.3 16.3 1.4 1.8 134.9 165.6 5.2 100.0 

Individuals 35.7 35.7 1.3 1.0 59.5 42.3 37.1 48.6 
co 
0 

Meditun-Tenn 

Coops 12.2 12.2 15.1 18.2 1,982.3 2,192.6 1.4 14.3 

Individuals 33.9 33.9 4.4 4.6 206.6 199.1 45.1 46.5 

Source: CNCA, unpublished data. 
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Medium-term loans accounted for 46% of the number and 28% 

of the value of total loans outstanding at the end of 1984/85 

(46% and 30% respectively at the end of 1983/84). An important 

although decreasing proportion of these loans (35% at the end of 

1983-84 and 19% at the end of 1984/85) is accounted for by the 

consolidation of loans granted to crop marketing agencies, like 

OPVN, SONARA, Riz du Niger, and by one loan granted to the 

Nigerien Government (on which no interest is accruing according 

to the notes to the financial statement for 1983-84). The rest 

of the medium-term portfolio is represented by loans to coopera

tives and to individuals (65% and 16.5% at the end of 1984-85~ 

and 50% and 14.8% at the end of 1983-84). The main stated 

destination of loans in the case of cooperatives is the acquisi

tion of collective farm equipment especially within the Produc

tivity Projects. Other stated purposes for individual loans are 

preparation and planting of orchards, cattle herd reconstitu

tion, seed storage (mainly for groundnuts). The value of the 

average outstanding loan to cooperatives of medium-term maturity 

was CFA F. 2.2 M at the end of 1984-85 (CFA F. 1.9 M at the end 

of 1983-84). 

From the above it can be seen that the bulk of retail 

lending by the CNCA, i.e. loans directly granted to cooperatives 

and Individuals, is concentrated in short-and medium-term loans 

(see Table 6). However, as already mentioned, the proportion of 

these loans to the total value of loans outstanding is insignifi

cant except for medium-term credit to cooperatives. The average 

amount per loan is so low - especially for short-term loans 
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Moving now from the issue of interest rate margins to the 

loan portfolio itself, it is clear that the quality of the loan 

portfolio of CNCA has been steadily deteriorating over the years. 

The CNCA reports as doubtful only those loans granted to indi

viduals and cooperatives because it considers all other loans 

granted to or guaranteed by the Nigerien Government as secure. For 

example no provision for loan losses has been accumulated for 

loans extended to the OSEMs, for crop and input supply loans, for 

ONAHA and AHA loans nor for prefinancing loans, although many of 

these loans are clearly non-performing. 

The data for doubtful loans reported in column 1 in Table 7, 

therefore, refer only to loans to cooperatives and individuals and 

"other advances on current account" while total loans (column 2) 

include the above mentioned loans to OSEM's and PP's. The 

CNCA has recently increased the loss provisions against these 

loans and considers, 100% of the short-term credit to cooperatives 

and 50% of the short and medium-term credit to individuals as "not 

recoverable." If we accept, for the moment, this unrealistically 

narrow definition of non-performing loans, only 8.7% of the total 

loan portfolio was considered doubtful, and adjusted accordingly 

with increased loan loss provisions at the end of 1984-85 (4% for 

1983-84). An alternative, and more realistic, appraisal of the 

doubtful loan percentage would consider a substantial part of the 

loans to government para-statals (OSEM's and PP's) as equally 

doubtful as those recently written off for cooperatives and 

individuals. Thus the misleadingly low 8.7 percent estimate 
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-that it is difficult to assume that the net interest margin is 

sufficient to cover operating costs. If, for example, the cost 

of funds is assumed to be equal to the preferential rediscount 

rate, this margin is fixed at 2.5 per cent, inclusive of commis-

sions, for all loans to cooperatives. This means CFA F. 2.500 

annually on a loan for CFA F.100,000, which represents a cost 

of about 3 man/hours of work time valued at the average cost of 

personnel for the CNCA. Clearly more time is spent processing 

these loans if one includes the entire range of screening, 

documentation, disbursement and monitoring staff time within the 

CNCA and its associated para-statal partners. A larger interest 

rate margin to cover these operational costs and risk is clearly 

in order. This cost is increased if the loan does not stay on 

the books for the whole period and appropriate provisions for 

losses are taken into consideration. As a matter of fact most 

of the accumulated provisions for losses (70-80%) relate to 

there retail loans (see column 8, Table 5). 

A summary review of the relevant interest rate margins for 

the main classes of loans in the CNCA are as follows for 1984-85: 

Discount Risk Margin Management 
Rate (Regulated Commission 

(BCEAO) by BCEAO) Charged by CNCA 

Crop loans 8.0% 1.5% About 1.0% 

Input supply loans 8.o 1.5 About 1.0 

Pre financing loans 10.5 5.0 Unspecified 

Cooperatives (short 
and medium-term) 8.0 2.0 0.5 

Medium-term (excl. 
Cooperatives 10.5 5.0 Unspecified 

(81) 



Chapter III 

in Table 7 could very easily be adjusted upwards to something 

approaching a substantial majority of the total portfolio. 

In this situation the stability of the institution is 

undermined in many ways. On the one hand, the absence of loan 

turnover creates great difficulties for the liquidity of the CNCA 

while, on the other hand, profitability is at stake both because 

of the increased cost of funds prompted by the liquidity crisis 

and due to the lost interest income and the loss in the value of 

assets. These effects can only be hidden partially by accounting 

practices. 

The causes of this poor repayment performance of the CNCA 

can be traced to its inability to develop the required managerial 

skills and appropriate procedures to manage its own loan portfolio 

effectively. However, as suggested in the first part of this 

report, this poor performance grew out of the government's view 

that the role of any financial institution in rural development 

should be to serve as an administrative conduit to service other 

institutions or objectives rather than achieving financial 

viability and growth in its own right. As a consequence the 

main"customers" of the CNCA in its "wholesale" role are not the 

final farm-borrowers but rather various Government para-statal 

organizations or productivity projects. Each para-statal agency 

performs a specific function, in a given rural development 

program, and credit is tied in as a required input supporting the 

implementation of various components of these programs. In the 

end, credit is granted through these supporting agencies and the 

CNCA is not involved in either assessing credit worthiness and 
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TABLE 7 

CNCA - DOUBTFUL LOANS 

Doubtful Lo ans Total Loans Doubtful Loans as % 
(M. CFA F .) (M.CFA F .) of Total Loans 

(1) (2) (3) 

1982-83 419.3 17,161.7 2.44 

1983-84 606.7 15,199.3 3.99 

1984-85 1,206.7 13,918.0 8.67 

Source: CNCA, Rapport d'Activite 1982-83, 1983-84 and unpublished data 
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"temporary" budgetary shortfalls) when many government authorities 

have always envisioned its role as a subordinate vehicle to 

facilitate the financing of other programs. 

At the same time, however, the CNCA needs the operating 

support of these agencies when lending is aimed at the ultimate 

farm-level user of funds. This becomes necessary when the CNCA 

funds are expected to reach a larger, more extensive network of 

village-level cooperatives and farmers than its limited branches 

or personnel can service. This goal of extensive coverage implies 

extremely high transaction costs which in fact prevent the CNCA 

from establishing a direct contact with its customers, while the 

targeting goal of reaching selected clientele requires a special

ized competence again to be found - presumeably - in the external 

para-statal agencies that interpose their action between the CNCA 

and its customers. This is good in theory, but the result is that 

the CNCA ends up performing a purely administrative role, ac

cepting whatever assessment and allocation of credit that is 

imposed by the external agents that deal directly with the village 

level final borrowers. 

The effect on credit quality is pernicious because the agents 

have not been trained to assess creditworthiness since this is not 

their primary goal. Their main concern is directed towards the 

adoption of specific inputs and technologies. As a consequence of 

this attitude, the customers often do not even realize that they 

are "borrowing" money. Furthermore, credit can play a perverse 

role in making it possible for the agent to push the "wrong" 

inputs and technologies with the loan resources used to buy the 
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risks, or controlling the use of credit at the final borrowers 

level. 

Thus the CNCA is unable to determine if a borrower's 

income and cash flow can guarantee complete and timely reimburse

ment of the loans received. At the same time the Government 

agencies, that presume to play this role for the CNCA, cannot 

carry out these tasks effectively. Evidence to this effect can 

be seen in their own heavy accumulation of arrears whenever the 

para-statal agencies themselves are direct borrowers from the 

CNCA (as in the cases of the C.A. and various PP's). 

Furthermore, when dealing with these agencies, the CNCA does 

not seem to have either the tools or the status to analyze the 

financial profile of the final farm borrowers that these agencies 

propose for financing to the CNCA. Thus the CNCA has often 

entered situations for which cash flow projections were doubtful 

even from a purely administrative point of view (for example in 

the prefinancing of some productivity projects before budgetary 

allocations were committed or came on line). At other times the 

para-statal agency was running operating deficits and covering 

these deficits withborrowed funds from the CNCA, (e.g., ONAHA). 

These deficits could be the result of mismanagement by the 

agencies themselves but sometimes also derived from policies 

adopted by higher authorities (e.g., the case of insufficient 

allocation of resources by the government to fund input subsidy 

programs, resulting in operating losses for the C.A.). it is dif

ficult to imagine that the CNCA could resist the strong pressure 

to lend (i.e. to help bail out these institutions or make up for 
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TABLE 8 

CNCA - REVENUE, COSTS AND PROFIT MARGINS (M.CFA F.) 

1978/79 1979/80 1980/81 1981/82 1982/83 1983/84 
(1) (2) (3) (4) ( 5) (6) 

Income from 
Financial Oper. 537.5 1,030.8 1,281.5 1,664.0 2,230.6 1,899.5 

Charges on CNCA 
Borrowings 282.5 537.9 682.5 1,053.6 1,486.3 1, 001. 5 

Gross Margin on 
Fin. Int ermed iat ion 255.0 492.9 599.0 610.4 744.3 898.0 

Provisions for 
Loan Losses 42.6 80.0 217.9 159.6 222.5 360.8 

Net Margin on 
Fin. Intermediation 212.4 412.9 391. l 450.8 521. 8 537.2 

Operational Costs 165.5 181.4 308.9 291.0 324.9 285.2 

Operating Margin 46.9 231. 5 72. 2 159.8 196. 9 252.0 

Ext r ao rd i nary Items -6.1 -15.0 +78.7 -19.8 +3.7 -65.1 

Net Profit 40.8 216.5 150.9 140.0 200.6 186.9 

Source: CNCA, Rapport d'Activite, 1982/83 and 1983/84 
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farmers cooperation to adopt these inappropriate inputs. All the 

above mentioned problems are compounded by weaknesses in loan 

management procedures that lead to the impossibility of enforcing 

repayment. Finally, it must be stressed that the perverse 

learning process that has been introduced by the lack of strong 

loan recovery efforts, no doubt weakened loan recovery even for 

borrowers that have a promising repayment capacity. 

5. Profitability. 

The assessment of the CNCA's profitability depends critically 

on judgements concerning the real value of its assets and of 

accrued interest. If the dubious accounting eviden6e, pointed out 

earlier, is, for the moment, deemed to reflect the true credit 

position of the CNCA vs. its customers, and if the questionable 

policy followed by the CNCA in defining doubtful loans is also 

accepted, then the results in Tables 11-13 can be discussed 

accordingly, but with these caveats always in mind. 

The findings from these tables show that the CNCA manages to 

show a positive net return on its Capital and Reserves, which is 

usually an index of overall efficiency and also correlated to the 

rate of increase in the permanent funds available to the insti

tution. In general, there is a negative trend, over the past four 

accounting periods (see Table 9) both the profit margin and 

in the gross return on Capital and Reserves. The latter is 

explained by three factors. 

The first factor is the decline in the ratio of interest and 

commissions to average outstanding financial assets (i.e. gross 
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return on financial assets) . This is in turn related to the 

level of interest rates, the relative weight of interest and 

commissions (depending also on the turnover of the portfolio), the 

composition of the portfolio of loans and the incidence of non 

interest bearing financial assets. In relation to these elements 

the following can be observed: the main interest rates relevant 

for the CNCA (the normal and the preferential rediscount rates, 

see Table 10) began to decrease in 1984 after having reached a 

peak in 1982; overdrafts which bear the highest average return are 

still dominant in the composition of the portfolio, but lost 

ground during 1983/84 (see Tables 4 and 11); the gross return on 

medium-term loans fell sharply in 1983/84 because - according to a 

note to the annual report - interest on a loan to the State was 

not recorded; and finally non interest bearing financial assets 

increased their share over total financial assets during 1982/83 

and 1983/84 to create a better liquidity position (see Table 4). 

The second factor in explaining the declining trend of the 

gross return on Capital and Reserves is the decline in the ratio 

of financial to total assets. This, in turn, depends on the share 

of real assets and other non interest bearing credit items. Real, 

non-financial, assets represent a minimal proportion of total 

assets. The CNCA is still uncontaminated by the marble building 

syndrome which is so common among the worst performing financial 

institutions. The relative share of "other assets" in the case of 

the CNCA tends to reflect the poor accounting procedures in 

tracking operations and sometimes the existence of disputed or 

uncertain profit and loss items. 
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Gross Return on 
Cap. & Reserves (%) 

Gross Return on 
Fin. Assets (%) 

Incidence of 
Fin. Assets (%) 

Financial Leverage 

Profit margin (%) 

Net Return on 

(1) 

(2) 

(3) 

(4) 

(5) 

Captial & Reserves (%) (6) 

TABLE 9 

CNCA - SELECTED FINANCIAL RATIOS 

1979/80 
(1) 

68.6 

11.5 

97.0 

6.2 

21.0 

14.4 

1980/81 
(2) 

71. 6 

11.1 

96.4 

6.7 

11. 8 

8.4 

1981/82 
(3) 

85.6 

12.8 

94.4 

7.0 

8.4 

7.2 

1982/83 
(4) 

106.4 

14.6 

94.0 

7.7 

9.0 

9.6 

(1) Income from financial ooperations/Av. Capital and Reserves 

(2) Income from financial operations/Av. Financial Assets 

(3) Average Financial Assets/Average Total Assets 

(4) Average Total Assets/Average Capital and Reserves 

(5) Net Profit/Income from financial operations 

1983/84 
(5) 

79.9 

12.0 

93.5 

7.1 

9.8 

7.9 

(6) Net Profit/Average Capital and Reserves = (1) x (5) = (2) x (3) x (4) x (5) 

Source: CNCA, Rapport d'Activite, 1982/83 and 1983/84 
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TABLE 11 

CNCA - AVERAGE RETURN ON LOANS 

1979/80 1980/81 1981/82 1982/83 1983/84 
(1) (2) (3) (4) (5) 

Medil.Ull Term 

Interest & Commissions 
(M. CFA F .) 174.8 243.5 270.8 358.4 189.9 

Average Capital 
(M. CFA F .) 2,689.6 3,984.8 4,295.3 4,349.6 4,334.4 

Average Return (%) 6.50 6.11 6.30 8.2 4.4 

Short Term 

Interest & Commissions 
(M. CFA F .) 26.1 68.6 29.1 21.3 10.1 

Average Capital 
(M. CFA F .) 208.3 303.6 413.5 418.4 415.8 

Average Return (%) 12.53 22.60 7.04 5.09 2.4 

Overdrafts 

Interest & Commissions 
(M. CFA F .) 824.5 949.5 1,359.2 1,846.9 1,644.9 

Average Capital 
(M. CFA F .) 5,885.8 7,009.5 7,952.4 10,289.5 10,917.4 

Average Return (%) 14.01 13.55 17.09 17.95 15.07 

Source: CNCA, Rapport d'Activite, 1982/83 and 1983/84 
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TABLE 10 

B.C.E.A.O.: REDISCOUNT RATES 

1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 

TEN (1) I<---------------------------------- 8.0 ------------->1<--10.5-->l<-----12.5----->1<------10.5 

TEP (2) !<---------------------------------- 5.5 ------------->!<-- 8 -->l<-----10.0----->I<------ 8 

(1) Taux d'Escompte Normale 

(2) Taux d'Escompte Preferential 
The preferential rate is limited to crop financing, financing for governement authorities (central and local), 
housing loans to UMOA's citizens, and loans to small - and medium-sized enterprises with at least 51 percent 
of the capital held by citizens or institutions of the UMOA with the credit outstanding less than 30 million 
CFA france. 

Source: K. TOH, "Recent Macroeconomic Developments in Niger: Country Situation, Policy, and Outlook", 
USAID/Nianey, 1984. 
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TABLE 12 

CNCA: PROFIT MARGIN (%) 

1979/80 1980/81 1981/82 1982/83 1983/84 
(1) (2) (3) (4) (5) 

A. Incidence of Charges 
on Borrowings (1) 52.2 53.3 63.3 66.6 52.7 

B. Incidence of Provisions 
for Loan Losses (2) 16.2 36.4 26.4 29.9 40.2 

c. Incidence of Operating 
Costs & Taxes (3) 43.9 81.1 64.4 62.3 53.1 

D. Incidence of Extra-
ordinary Items (4) 6.5 -109.0 12.4 -1.8 -25.8 

Profit Margin (5) 21.0 11.8 8.4 9.0 9.8 

(1) Financial Charges/Income from Financial Operations 

(2) Provisions for loan losses/Gross Margin on Financial Intermediation 

(3) Operating Costs and Taxes/Net Margin on Financial Intermediation 

(4) Extraordinary Items/Operating Margin 

(5) Profit Margin: See Table 9, Note (5) 
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The ratio of total assets to Capital and Reserves (financial 

leverage) amplifies the gross return on Capital and Reserves and, 

when the profit margin is positive, also the net return on 

Capital and Reserves. In the case of the CNCA, financial leverage 

is fairly stable, the value of the positive trend being reduced by 

a decrease in the ratio for 1983/84. This behaviour is explained 

only in part by the decision to increase the risk coverage through 

a higher Capital/Asset ratio. It is also the result of the 

decline in the growth rate of the CNCA and its limited borrowing 

capacity. 

The ratio of net profit to income from financial operations 

(the profit margin) shows how much is left of interest income and 

commissions after interest costs, provisions for loan losses and 

operating costs have been covered. The profit margin goes from 

21.0% for 1979/80 to a trough at 8.4% in 1981/82 slightly in

creasing to 9.8% in 1983/84 (see Tables 12 and 13). 

The incidence of interest costs from the CNCA funding sources 

in Table 12 fluctuates with the general level of interest rates, 

but is particularly sensitive to changes in rediscount rates, 

especially in periods of liquidity strain (like 1982/83), when 

rediscounts from the central bank increased as a proportion of 

total liabilities (see Table 3). The incidence of provisions for 

loan losses generally increased throughout this period in Table 

12. This reflected both the underlying deterioration of credit 

quality and the wise decision adopted by the CNCA to give some 

evidence of this deterioration, through increased provisions for 

bad loans granted to cooperative and individuals. The incidence 
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of operating costs shows a negative trend. Personnel costs are 

the main component. They increased steadily and at a rate higher 

than inflation until 1982-83. This, however, was due to the 

increase in the number of personnel with average costs declining 

in real terms. Overall, the CNCA did not indulge in excessive 

expenditure and controlled effectively its other operating costs. 

The incidence of extraordinary items in Table 12 is related to the 

need to take into consideration profit and loss items that escaped 

appropriate reporting in previous accounting periods. This item 

reflects the difficulty of measuring the performance of the CNCA. 

Relevant factors increasing this item are the inefficiency of the 

CNCA's information system and the disputes surrounding the 

relationship between the CNCA and some of its important para

statal clients. 

In summary, the various measures of profitability set forth 

in Tables 11-13, show a trend of declining profits in recent years 

reflecting the deterioration of the CNCA's portfolio. However 

these findings are, in fact, even more disturbing in that actual 

profits (in contrast to accounting profits) are no doubt non

existent. One must not forget that the item " income from 

financial operations" in Table.8 forms the basis for estimating 

the profit ratios in Tables 11, 12 and 13. These estimates are 

based on "accrued" interest, a conventional accounting term that 

considers all the hypothetical (but unpaid) interest earnings for 

delinquent loans of all the OSEM's and PP's as revenue, since it 

is accruing on the books of the CNCA. If, instead, one were to 

use actual interest payments received to estimate interest 
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TABLE 13 

CNCA: NET RETURN ON FINANCIAL ASSETS 

1979/80 1980/81 1981/82 1982/83 1983/84 
(1) (2) (3) (4) (5) 

Gross Return on 
Financial Assets (%) 11. 5 11.1 12.8 14.6 12.6 

Charges on borrowings/ 
Av. Financial Assets (%) 6.0 5.9 8. 1 9.8 6.3 

Provisions for Loan 
Losses/ Av. Fin. Assets (%) 0.9 1. 9 1.2 1. 5 2.3 

Operational Costs/ 
Av. Fin. Assets (%) 2.0 2.7 2.3 2.1 1. 8 

Extraordinary Items/ 
Av. Fin. Assets (%) -0.2 +0.7 -0.2 +0.02 -0.4 

Net Return on 
Financial Assets (%) (1) 2.4 1. 3 1. 1 1. 3 1. 2 

(1) Also equal to Gross Return on Financial Assets x Profit Margin, see Table 9. 

Source: CNCA, Rapport d'Activite 1982/83 and 1983/84 

( 9 5) 



Chapter III 

loan programs and complicates loan administration. Furthermore, 

with all funding coming from international donors or the govern

ment's rediscount lines, the CNCA has become a "borrower-domi

nated" institution. Its organizational framework has created 

incentives to promote procedures and practices favoring bor

rowers' interests. Targeting criteria to reach selected farmers 

with new inputs is emphasized, while creditworthiness, risk 

analysis and loan recovery procedures and efforts are minimized. 

The financial viability of the institution is not an overriding 

priority and continual infusions of funds have been needed to 

subsidize the high lending costs associated with the expensive 

delivery of credit ~nd the high incidence of delinquent loans. 

These lending costs are documented in greater detail in Chapter 

v. The CNCA is a classic example of an unviable borrower 

dominated institution. 

In light of this poor performance, reinforced even 

further by evidence on the high incidence of operational and 

default costs set forth in Chapter V, it is recommended that the 

CNCA be closed. This then raises the question whether any new 

rural bank should be launched to replace it along the lines 

initially outlined in our preliminary March report on the CNCA. 

In short, is there currently a role for a new rural bank with a 

decidedly- different operational philosophy? In essence this 

would emphasize widening the base of financial services to 

include deposit accounts, diversifying the portfolio substan

tially into shorter term, non-agricultural loans, securing 
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revenue, then the CNCA would be recording losses instead of 

profits and trends, noted above, would be increased losses 

rather than declining profits. 

6. Conclusions and Policy Recommendations. 

The deteriorating performance of the CNCA in recent years can 

be largely traced to poor loan management procedures and practices 

and to an operational philosophy that prevented the institution 

from maturing sufficiently to play a relatively "autonomous" role 

as a true intermediary. The institution has been forced to 

channel its loan funds to final borrowers on the basis of loan 

evaluation actions carried out by employees of other organi

zations. It has been compromised, further, in having these same 

agents of other para-statal organizations undertake loan recovery 

efforts on its behalf. In short, in being relegated to a whole

saling role, it has not been able to act as a bank with a staff 

acquiring on-site loan evaluation, risk management, and loan 

recovery skills. It has not been able to develop direct contact 

with final borrowers that can mature into a healthy bank-client 

relationship built on trust and understanding. Instead, it has 

been relegated to a subordinate role as an administrative conduit 

channeling funds earmarked by agents from other institutions 

promoting new technology, adoption of new inputs, etc. with the 

financial viability of the CNCA itself implicitly minimized as a 

predominant priority. 

The instability of funding sources in the structure of lia

bilities of the CNCA also introduces uncertainty into the CNCA's 
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All the largest banks recorded losses in 1984 and the largest 

commercial banks decreased in absolute size. In brief, the 

economic recessions of the 1980s has affected the profitability 

of banking and has increased the level of risk and delinquency in 

loan portfolios. As a result banks have reduced the scale of 

their operations. In the face of this evidence it would be 

illogical to promote the creation of yet another formal banking 

institution. 

As will be indicated in the following section, the credit 

needs of the major agricultural investment programs should 

continue to be serviced through the productivity projects. Given 

the continuing risks inherent in the nature of the technological 

packages involved in these investment initiatives, it is advis

able to have the projects themselves absorb these risks and 

assume the responsibility of managing the lines of credit 

associated with these efforts. The potential viability of any 

financial institution would likely be jeopardized by assuming 

this risky portfolio before the production problems have been 

worked out and the lending risks reduced. Instead of creating a 

banking institution to deal with this costly and risky challenge, 

it is more appropriate to allow the productivity projects to 

assume this responsibility directly for the time being. However 

this effort should be complemented by a more promising self

sustaining financial innovation that lies in another direction 

(i.e. at the village level). This is a topic we shall explore in 

greater detail in Chapter IV. 
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sufficient autonomy to resist pressure to make loans to default

pone parastatal agencies, and incorporating internal management 

reforms that promote viability through effective liquidity and 

asset management practices. 

In the very long run, to the extent that a "viable" rural 

banking institution does in fact emerge eventually in Niger, it 

would very likely reflect this organizational and managerial 

style. However, in the present circumstances, i.e. in the short 

to medium run, we consider it premature and unfeasible to promote 

the creation of such an institution. First it would undoubtedly 

prove costly to equip and service several regional branches with 

the expensive physical and human capital base envisiqned in such 

a scheme. Secondly, the source of managerial talent and trained 

personnel suitable to launch such an initiative is not readily 

apparent. At the same time, the political consensus necessary to 

support this new operational philosophy, creating a more auto

nomous and "viable" institution, (implying substantially less 

governmental intervention), would be difficult to obtain. 

Third, and most importantly, market conditions do not exist 

for such a venture to succeed. The previous chapter documented 

the weakened state of financial markets in Niger. There has been 

a marked decrease in private sector deposits and a heavy reliance 

upon Central Bank lines of credit. These trends weaken incen

tives towards the development of the banking system. There has 

been a substantial decline in the rate of growth of the banking 

system in recent years (i.e. in total assets and liabilities). 
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not forced to be a mere conduit for outside funding to a 

pre-selected high risk, targeted clientele; 

2. The institution should widen its base of financial services 

to include deposit services. 

(a) Voluntary deposits from the public are a feasible and 

more promising base for sustained on-lending than 

relying too heavily on government and external funding 

sources. Also in drawing more resources from deposit 

sources, the management of the institution would be 

more sensitive to "local" depositor interests, intro

duce more careful loan evaluation procedures and more 

vigorous loan recovery efforts. The institution would 

become less "borrower-dominated" and develop greater 

discipline in managing its portfolio. An institution 

loses this discipline and autonomy when external donor 

or government funds comprise a substantial part of the 

portfolio. Non-deposit funding sources force the 

institution to sacrifice its independent decision 

making in selecting borrowers. The institution is 

required to accept the high risk, targeted clientele of 

the donors or the government. This creates "moral 

hazard" for the institution, i.e. exposes the insti

tution and its local depositors to an unacceptable 

level of risk, probable default and losses; 

(b) The trend and behavior of deposit accounts also 

generate useful information for the institution to 
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APPENDIX TO CHAPTER IIIA. 

Essential Features for a Viable Formal Rural 
Financial Institution in Niger 

As pointed out in the previous section, financial market 

conditions are not propititious at present to launch a new rural 

bank network of full service branches in Niger. At some point in 

the future, however, this could become more feasible. This 

appendix underlines the essential features of any viable formal 

financial intermediary. These features should be kept in mind in 

any effort to create a formal financial intermediary in rural 

Niger in the future. 

1. Financial viability should become the oredominant goal of 

this institution instead of the promotion of agricultural 

output or the adoption of new technology. (The latter goals 

are legitimate for other Ministries and agencies, but they 

should not be the "predominant" goals for a financial 

i~stitution striving to achieve and maintain "viability".) 

This implies a substantial reordering of priorities and 

operational philosophy from current practices and thinking 

in Niger. Foremost in this reordering of priorities is to 

recognize the fact that financial services (both deposit and 

loan services) and financial intermediation (between savers, 

and borrowers and among regions) make an important contribu-

tion to improved resource allocation and economic growth. 

Therefore, financial institutions should be encouraged to 

perform these services in a viable and efficient fashion and 
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3. The institution should promote diversification of the loan 

portfolio. This accomplishes several objectives. Most 

important is the "diversification of risk" that all viable 

lenders must incorporate into their asset management 

strategies. Loans should not be too heavily concentrated 

into the riskiest operations and clientele. Long term 

loans, associated with risky or problematical technological 

packages, should be minimized, and short term seasonal loans 

in agriculture emphasized. Shorter term seasonal loans are 

easier and less ,costly to administer and recover, and more 

susceptible to developing a continuous bank client relation

ship through time. Short term loans also "turnover'' more 

rapidly than longer term loans, thereby adding more to the 

stream of interest earnings of the institution. Finally, 

some non-agricultural artisan, trader, and commercial loans 

for the urban clientele in the regional market towns should 

be incorporated into the portfolio. Not only does this tend 

to diversify risk (and offer credit to other "legitimate" 

rural related activities}, but this diversification also 

helps "smooth out'' the seasonal liquidity flows within the 

institution by introducing a different seasonal sequence of 

disbursement and recovery than the agricultural loans to 

cooperatives and farmers would permit. 

Where possible, loans to "monopsonistic'' marketing 

agencies may be considered since they offer a secure conduit 

for guaranteeing the repayment of farmers' loans in spe-
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determine the credit worthiness of potential borrowers 

who are depositors. In this way individual deposit 

data becomes a relatively costless source of informa

tion to evaluate a future borrowers potential col

lateral, and seasonal cash flow to service loan 

repayments; finally borrowers are more inclined to 

repay loans to an institution in which they hold 

deposits. 

(c} Safe, convenient deposits with a positive rate of 

return also represents a useful service to both rural 

and urban households and producers. Deposit services 

of fer these producers short term, easy liquidity to 

smooth out seasonal fluctuations in their cash flow 

needs, as well as a secure alternative to holding all 

of their savings in risky physical inventories (crops 

and livestock) subject to disease, drought, spoilage 

and theft. 

(d) In the near future, the major source of potential 

depositors, for the limited number of branches envi

sioned here, would be the urban and rural inhabitants 

and producers in and around the major regional towns 

where the bank's branches would be located. The more 

dispersed farm households would make up a clear 

minority of these depositors. 
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analyses. At the same time, new "performance indicators" 

should be developed in which donors would reward good 

performance by matching the domestic deposit mobilization 

and good loan recovery efforts rather than emphasizing quick 

loan disbursements to high cost, targeted clientele. In the 

same vein, donors should minimize the costly screening, 

documentation and reporting requirements on targeted 

clientele. Instead, they should emphasize quick and 

effective documentation of loan recovery and related loan 

management and accounting procedures that directly contri

bute to the viability of the institution. 

5. The institution should implement new internal management 

oractices. The dimensions of reorganization and reform 

outlined above imply substantial managerial changes from 

those that have characterized past practices in the CNCA. 

The new institution should broaden the range of financial 

services to include deposit services, and diversify its 

portfolio into a less risky mix of short and medium term 

loans and non-agricultural as well as agricultural loans. 

These tasks call for skills in liquidity and cash flow 

management between liabilities and assets, and portfolio and 

risk analysis. All these managerial responsibilities are 

inherent to an institution that presumes to break away from 

a simple wholesale lending role into one that undertakes 

greater decentralized, autonomous, retail functions of 

servicing a diverse loan and deposit clientele. Finally 
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cialized crops; however, this presumes that the marketing 

agent would be a reliable intermediary on behalf of the new 

institution and has a good record of honoring its debt 

obligations. 

4. Limited relationship to donors and para-statal organi-

zations: The small, fledgling financial institution 

envisioned here should be protected from managing a port-

folio (and dealing with a clientele) that could overwhelm 

its limited managerial capacity. This means that large 

donor projects, promoting risky, long term technological 

packages for a large number of participants, should not be 

"initially" drawn into the portfolio of this smaller scale 

institution. By the same token the institution should be 

protected from being forced to deal with potentially 

unresponsible para-statal clientele who do not have a good 
~ 

record of honoring their debt obligations with other public 

sector clientele. 

Donor support should be directed towards loan guaran-

tees, training and technical assistance (i.e., subsidizing 

the build-up of new human capital for this institution), 

covering the installation of data processing equipment, and 

promoting frequent policy dialogue workshops to review the 

progress of the hew institution. This combined effort would 

imply transforming the civil servant mentality to one 

incorporating more business-oriented banking skills in 

liquidity and asset management, risk and creditworthiness 
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restructuring and reform of the institutional supply of 

rural financial services in Niger. These features consti

tute a profile of the necessary, though not sufficient, 

conditions for a viable formal financial intermediary to 

emerge in rural Niger. Substantial economic recovery and 

improved financial market conditions are also necessary for 

such an effort to succeed, and, as stated at the outset, 

these conditions do not currently prevail in Niger. 

When market conditions are more appropriate, the more 

explicit role for financial intermediation per se, pointed 

out above (i.e. mobilizing deposits as well as allocating 

credit), suggests that a more full service dimension should 

be considered, in order to benefit from information econo

mies and the efficiencies gained through the increased scope 

of services offered rural clientele. The diversification of 

the portfolio not only reduces risk, but allows for a 

greater rate of return through more rapid loan turnover. 

This effort should begin on a small scale to give the staff 

time to gain experience and allow for adjustments as the new 

institution learns to manage its deposits and more diversi

fied portfolio of loans. In more propitious market condi

tions this new operational framework represents a more 

fruitful approach to create a viable financial intermediary 

for rural Niger that the past mistaken efforts undertaken by 

donors and the government. 
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some degree of ~accountability" should be built into the 

managerial roles. Managers registering a good performance 

through effective documentation and control of loan evalu

ation, loan recovery, and deposit mobilization should be 

rewarded accordingly. No comparable rewards should be 

available for poor performance. 

Given this challenge, starting small and growing slowly 

with experience is advisable. Moreover new information 

systems are necessary to document and produce the appro

priate financial and economic data needs for effective 

decisionmaking on loan evaluation, risk analysis, and loan 

recovery efforts. Microcomputers with suitable software 

programs are indispensible tools to process quickly the 

information needed to track and forecast loan performance, 

identify potential problem areas and trigger effective loan 

recovery actions. International donor support in training 

the staff and financing the hardware and software invest

ments in this effort could make an important contribution in 

launching a new model of supplying financial services to 

rural Niger through a new rural bank when market conditions 

are appropriate to do so. Frequent workshops, on-going 

applied research on the performance of the institution, 

policy massaging and policy dialogues should also be an 

essential component of donor support. 

6. Conclusions. The above agenda identifies some of the more 

important problem areas that should be addressed in any 
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development in Niger relates primarily to marketing of 

agricultural commodities, and irrigation development. 

The "Office des Produits Vivriers du Niger" (OPVN) is the 

official cereal marketing agency, in charge of organizing the 

marketing system, maintaining reserve stocks, and managing food 

aid2 . The OPVN carries out a grain purchasing campaign every 

year, through cooperatives and local officials. Purchasing and 

selling prices are established by decree each year just prior to 

the harvest. 

Two other parastatals participate in the marketing of 

agricultural products. The "Societe Nationale d'Arachide" 

(SONARA) is in charge of the marketing of peanuts and cowpeas. It 

operates in a way very similar to that of the OPVN, dealing with 

two traditional export crops. 11 Riz du Niger" (RINI) is 

responsible for rice marketing. RINI is indeed an intermediary 

between the OPVN and rice producers. It is in charge of 

processing the rice it purchases from farmers and then sells to 

the OPVN at prices established by the latter. 

The "Off ice National des Amenagements Hydro-Agricoles" 

(ONAHA) is the parastatal in charge of managing the majority of 

the irrigated perimeters. It provides machinery services, 

maintenance of the irrigation equipment, and performs input 

supply and extension services. Farmers are required to pay for 

these services at harvest time. The usual way of collecting these 

2 This description draws upon material in Zalla, Barokas, 
Hemmings (1984), and the Joint Program Assessment of Grain 
Marketing in Niger (1983}. 
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B. NON-FINANCIAL INSTITUTIONS AND SPECIAL CREDIT PROGRAMS 

FOR RURAL DEVELOPMENT 

This chapter reviews the characteristics of the non-

financial institutions and programs involved in or associated 

with agricultural credit. The first section describes the roles 

and functions of several public agencies that complement the 

functions of the CNCA in the institutional credit system. 

Secondly, the magnitude and relevance of special programs carried 

out under the sponsorship of foreign donors are documented and 

discussed. Some policy implications are drawn in the final 

section of the chapter. 

1. Non-Financial Institutions in the Agricultural Credit System 

(a) Overview 

Two non-financial institutions stand out in the 

institutional credit network of rural Niger. The first is the 

"Union Nationale de Cooperatives" (UNC) 1 , whose major role is the 

promotion and organization of cooperatives. The second is the 

11 Centrale d'Approvisionnement 11 (CA), the institution responsible 

for supplying inputs to farmers. In addition to these two 

entities, the institutional infrastructure associated with rural 

1 Formerly the "Union Nationale de Cr~dit et de la 
Cooperation" (UNCC). 
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A major objective of the UNCC was to provide greater central 

control of cooperatives, in an effort to reduce the corruption 

that allegedly existed at the local level. Local units were to 

report directly to the central headquarters of the UNCC. This 

management scheme continued even after 1965 when cooperatives 

were converted to locally-managed voluntary membership groups. 

"The UNCC agents continued to set the rules and make the critical 

decisions. Membership was compulsory for all those who wanted to 

market peanuts" (Hemmings, p.l). The cooperative statute of 1978 

provided greater autonomy to peasant cooperatives, however, 

membership rules are still defined by national statute. 

Cooperatives must still work with UNC (former UNCC) agents, and 

must use a standardized set of organizational and accounting 

forms. 

The basic unit of the cooperative structure is the 

"Groupement Mutualiste Villageois" (GM), based at the village

level. Membership is open to all villagers, and in practice is 

automatic. A cooperative is comprised of five to ten GMs, and is 

designed to provide marketing services for the GM farmers. 

Delegates from the cooperatives comprise the "Union Locale de 

Cooperatives" (ULC), at the canton level. Higher level 

cooperative structures exist at the arrondissement level ("Union 

Sous-Regionale de Cooperatives", USRC), and the departmental 

level ("Union Regionale de Cooperatives", URC). Finally, the UNC 

at the national level is formed by delegates from the regional 

organizations. Administratively, UNC agents exist at the canton 
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payments was through the requirement that farmers sell to RINI at 

the official prices. ONAHA has been training cooperative members 

in the management of irrigated perimeters, with the purpose of 

gradually transferring maintenance responsibilities to the 

farmers. At the same time, different donor agencies are devoting 

efforts to rehabilitate or develop new irrigated areas. 

Other areas of support to rural activities are agricultural 

research ("Institute de Recherche Agricole du Niger", INRAN), and 

extension and promotion ("Service de l'Agriculture", and the 

"Service de l'Animation"). The remainder of this section outlines 

the roles and functions of the two key non-financial institutions 

involved in agricultural credit referred to above, the "Union 

Nationale de Cooperatives" (UNC), and the "Centrale 

d 1 Approvisionnement 11 (CA). 

(b) 'l'he "Union Nationale de Cooperatives" (UNC) 

The "Union Nationale de Credit et de la Cooperation", UNCC 

(now the UNC), was created in 1962 with the purpose of providing 

administrative support to cooperatives. These cooperatives had 

evolved from the "Societes Mutuelles de Developpement Rurale" 

(SMDR), pre-cooperative organizations developed under the French 

colonial administration. These SMDRs were organized under 

mandatory membership around the production of peanuts, grain 

storage, and as a training ground for local leadership3 . 

3 This historical sketch of the UNC is based on Hemmings 
(1984). 
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(c) The "Central d'Approvisionnement" (CA) 

The operations of the "Centrale d'Approvisionnement" (CA) 

are financed with credit from the CNCA, and with direct subsidies 

from the "Fond National d'Investissement" (FNI), and the "Caisse 

de Stabilisation des Prix et de Perequation du Niger" (CSPPN). 

Input delivery to farmers is undertaken through cooperatives, 

with the assistance of UNC agents. Farmers either pay for inputs 

in cash, or inputs are delivered against a signed loan agreement 

between a cooperative member and the CNCA. The CNCA then credits 

the CA's account and debits the cooperative's account4. 

The main suppliers of agricultural implements to the CA are 

cooperative manufacturers located at Tahoua, Dosso and Zinder. 

Fertilizers were normally purchased from merchants importing from 

Nigeria until the border closure in January 1984. Commercial 

imports that had been discontinued in 1981 have resumed after 

this date. Additional stocks of fertilizers are provided by 

donors, usually as grants. Chemical products and spraying 

equipment are purchased abroad. 

The direct subsidies that the CA receives from the FNI and 

CSPPN do not cover its operating expenses. Until 1983, the CA's 

operating deficits were being financed with a line of credit from 

the CNCA, that in fact amounts to an additional (indirect} 

subsidy. Average levels of total (direct and indirect) subsidy to 

the CA, and thus to input users, ranged between 37 and 51 percent 

4 An extensive treatment of CA's input supply operations is 
found in Zalla, Barokas, and Hemmings (1984). 
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and arrondissement levels, reporting directly to the central UNC 

off ice in Niamey. 

The duties of UNC field agents are many and diverse. They 

include in principle record-keeping responsibilities for credit 

allocation, loan-repayment collection, supervision of input 

delivery and cooperative marketing, training in cooperative 

formation and agricultural production techniques. In practice, 

they play a major role in credit allocation and input 

distribution, through their work with cooperative leaders. 

However, they have little contact with individual credit 

beneficiaries, due to logistical constraints. Their record 

keeping of loans, input delivery, and loan collection are carried 

out poorly, if at all. 

There are currently about 1,200 cooperatives in Niger, made 

up of some 10,000 GMs, 80 percent of which were created after 

1974, and more than one-third of which were formed after 1982 

(see table A.l in the Appendix). Their leadership performs a very 

important role in the allocation and distribution of agricultural 

credit. They bear a large proportion of the transaction costs 

associated with lending and borrowing in the institutional credit 

network. Chapter V of this final report documents and analyzes in 

detail these transaction costs of credit borne by cooperatives 

and GMs. 
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2. Donor Activity and Productivity Projects 

The first part of this section documents the importance of 

foreign-donor funds in the Nigerien economy. Emphasis is placed 

in the assistance directed to the rural sector. The second part 

of the section looks into the main features of the major 

development programs sponsored by foreign agencies. Particular 

attention is given to the role and magnitude of the agricultural 

credit component of these programs. 

(a) Public Investment and Donor Funds 

Public investment is the most important component of total 

gross fixed capital formation in Niger. Budgeted figures for 

public investment in 1985 and 1986 average 75 billion francs CFA 

per year5 . This figure represents almost two-thirds of the 

average annual gross fixed capital formation reported for the 

period 1981-1983 6 • About 90 percent of public investment is 

funded by external sources. More than one-half of these external 

5 The average amount of public investment during the five
year plan 1979-1983 was 70 billion francs CFA per year (Toh, 
1984). This represents about 13 percent of the average annual 
GDP, and 56 percent of the mean annual gross fixed capital 
formation in the same period. 

6 These are the latest years for which statistics on gross 
fixed capital formation are available (IMF, International 
Financial Statistics, Yearbook 1985). The annual average for 
1981-1983 ·is about 117 billion francs CFA. 
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of total delivered costs to farmers. Individual input subsidy 

levels were estimated between 30 percent (urea) and 77 percent 

(most soil preparation equipment) in 1983, with a weighted 

average of 48 percent of the delivered costs of inputs. 

At present, both USAID, through conditionality clauses in 

its Agricultural Sector Development Grant, and the World Bank 

under its Structural Adjustment Program, are supporting a 

reduction in the levels of subsidy applied to farm inputs. The 

main components of the policy adjustments being pursued are: a 

maximum subsidy on any input of 50 percent of its full delivered 

cost, a restructuring of the CA, and a reformulation of input 

pricing procedures by the Ministry of Agriculture. These policy 

reforms have been gradually undertaken over the last two years. 

The operations of the institutional network supporting rural 

development and agricultural credit represent a heavy burden for 

the Nigerien government. As the following section will show, 

foreign sources of funds play an important role in supporting 

this institutional structure. Numerous rural development projects 

and programs include as an important part of their budgets 

supporting funds for most of the public institutions whose roles 

and functions were reviewed in this section. 
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strategic reasons such as Egypt and the Philippines (see Table 

A.2). 

The distribution of public investment by sector of 

destination and by source of funds for 1985 and 1986 is shown in 

Table 1. About 60 percent of the investment budgeted for 1985 had 

been realized as of March 1986, the date of the evaluation report 

prepared by the Ministere du Plan. However, since budgeted 

figures are based primarily on funds obligated by donor agencies, 

it can be expected that all budgeted amounts are realized with a 

lag. 

As shown in Table 1, the rural sector (i.e., agriculture, 

livestock, and forests and fisheries) accounted for about one-

fourth of total planned public investment in 1985, and is 

expected to receive about 28 percent of the amount foreseen for 

1986 7 . The contribution of foreign funds (loans and non-

refundable assistance) to total public investment in the rural 

sector was 92 percent in 1985, and is planned to reach 97 percent 

of that total in 1986. 

The share of the rural sector in total public investment, 

less than 30 percent, can be considered small if the sector's 

contribution to gross domestic, product (GDP) is taken into 

account. As documented in a previous chapter, about 45 percent of 

the country's GDP originates in the rural sector. Table 2 shows 

7 Planned investment allocations to the rural sector 
represented 24 percent of total public investment in the five
year plan 1979-1983. Actual rural public investment in this 
period was only 15 percent of the total (Toh, 1984). 
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funds come under the form of non-refundable assistance, the 

remainder being received as loans to the government of Niger. 

Of a total of 30 sources of funds in the public investment 

plan for 1985 (29 if the government is excluded), four foreign 

agencies accounted for 54 percent of total disbursements (or 60 

percent of total foreign funds). These four sources were, in rank 

order of their contribution to total funding of the investment 

plan, the World Bank (23 percent), USAID (11 percent), the 

"Caisse Centrale de Cooperation Economique", CCCE (10.4 percent), 

and the "Fond Europeen de Developpement 11 , FED (9.2 percent). 

As will be discussed later, foreign-funded public investment 

represents about 10 percent of Niger's gross domestic product 

(GDP) in 1985 and 1986. This ratio is slightly lower than the 

proportion implicit in OECD figures for "official development 

assistance" (ODA) to Niger in 1981. Table A.2 of the Appendix 

reports ODA figures for selected developing countries, and 

relates these to GDP and population. Niger and other West-African 

countries, with the exception of Togo, show some of the highest 

ODA-to-GDP ratios, between 12 and 21 percent. These same 

countries also receive the largest amounts of ODA per capita, the 

equivalent of 33 to 35 US dollars per capita. The poorest 

countries in Asia (Bangladesh), and Latin-America (Haiti) show 

significantly lower levels of ODA as percent of GDP, and of ODA 

per capita, as compared to Niger. The same is true for countries 

usually considered as preferred recipients of foreign aid for 
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that planned public investment in rural development represents 

only 6 percent of rural GDP in 1985, and slightly over 8 percent 

in 1986. In contrast, the ratio of planned public investment to 

GDP for non-rural sectors was 14 percent in 1985, and 13 percent 

in 19868 . This imbalance between public support to rural 

development and that provided to non-rural sectors becomes more 

acute if one considers that private investment is unlikely to be 

directed to rural activities. Therefore, it is not unreasonable 

to assume that public investment in rural development, about 7 

percent of rural GDP, is very close to the total amount of gross 

fixed capital formation in the rural sector9 . 

If the relationship between public investment and total 

gross fixed capital formation has remained stable since the early 

80's at about 60 percent, then the figures reported in Tables 1 

and 2 imply that gross fixed capital formation in 1985 and 1986 

was on average about 17 percent of Niger's GDP. The ratio for the 

rural sector would be only in the neighborhood of 7 percent 

(1.e., that represented by public investment in rural 

development), whereas gross fixed capital formation in the non-

rural sector would amount to 26 percent of non-rural GDP. This 

8 Non-rural public investment certainly includes areas of 
activity that indirectly support rural development (e.g., health, 
transport). Public investment in these areas has not been added 
to rural public investment, but the contribution of these non
rural activities to GDP is not included in rural GDP either. 
Thus, the ratios discussed above have been "fairly" constructed. 

9 Planned investment in rural development for the period 
1987-1989 represents 38 percent of total public investment 
(Min.du Plan, 1986), suggesting an increasing concern among 
policy-makers about rural capital formation. 
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Table 1 

Public Investment in the Niger Economy by Sector 
of Destination and Source of Funds, 1985-1986 

Sector I 
Source of Funds 

OVerall Econany 

Government funds 
External funds 

Rural sector 

Government funds 
External funds 

Non-Rural sectors 

Government funds 
External funds 

Budget 
------
bil. CFA 

69.6 

6.0 
63.6 

17.5 

1.4 
16.1 

52.1 

4.6 
47.5 

% 

100.0 

8.6 
91.4 

25.1 

2.0 
23.1 

74.9 

6.6 
68.3 

1985 

Year 

bil. CFA 

41.0 

4.4 
36.6 

12.0 

0.7 
11.3 

29.0 

3.7 
25.3 

Source: Computed based on figures reported in 

% 

100.0 

10.7 
89.3 

29.3 

1. 7 
27.6 

70.7 

9.0 
61. 7 

1986 

Budget 

bil. CFA 

80.0 

5.5 
74.5 

28.1 

0.9 
27.2 

51.9 

4.6 
47.3 

100.0 

6.9 
93.1 

35.1 

1.1 
34.0 

64.9 

5.8 
59.1 

- Ministere du Plan. "Budget d'Investissement 1985", Septembre, 1984, 
- Ministere de Plan. "Budget d'Investissement 1986", Septembre, 1985, 

and - Ministere du Plan. "Evaluation du Budget d'Investissement 1984/1985 et 
Enveloppes Bu.dgetaires 86-89", Mars 1986. 

a Figures taken from the Armex tables of Min. du Plan, "Evaluation ... ". The 
text of this evaluation reports slightly higher amounts of realized investment, 
but does not of fer the breakdown by sectors and sources of funds found in the 
Annex tables. 
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disequilibrium appears contradictory with food self-sufficiency 

goals, and with the fact that a large majority of the population 

depends on rural activities for their subsistence. 

The distribution of public investment in the rural sector by 

area of activity is summarized in Table 3. Agricultural 

development accounts for more than two-thirds of public 

investment allocations to the rural sector. Livestock receives 

almost one-fourth of rural public investment, and the remainder 

(about 10 percent of the total) goes to forests and fisheries. 

Within agriculture, the two most important destinations of 

public investment are the regional productivity projects (PPs}, 

and the irrigated perimeters ("Amenagements Hydro-Agricoles", 

AHAs). Other miscellaneous uses are comprised primarily by 

"Agricultural Production Support" ("Appui a la Production 

Agricole"), USAID's agricultural sector development grant, soil 

conservation, and several small programs of local scope10 . It 

must be noted that some of the PPs overlap in their area of 

activity with some AHAs (e.g., the Niamey Productivity Project), 

therefore total planned investments in the irrigated perimeters 

are in fact larger than what their specific allocations suggest. 

Two remarks are important to consider before proceeding to 

analyze the major productivity pr~jects and their credit 

components. F-i-I"S't-, despi-te the imbalance between rural and non

rural public investment discussed above, this flow of resources 

into the rural economy is far from negligible. Seventeen billion 

10 Sources are detailed in Table 1. 
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Table 2 

Public Investment as a Proportion of Gross Domestic Product, 
by Sector of Destination and Source of Funds, 1985-1986 

Sector I 
Source of Funds 

Overall Economy 

Government funds 
External funds 

Rural sector 

Government funds 
External funds 

Non-Rural sectors 

Government funds 
External funds 

Budget 

10.4 

0.9 
9.5 

5.9 

0.5 
5.4 

14.1 

1. 2 
12.9 

Year 

1985 

Realized 

Percent of GDP 

6.1 

0.7 
5.5 

4.0 

0.2 
3.8 

7.9 

1. 0 
6.9 

1986 

Budget 

10.8 

0.7 
10.1 

8.3 

0.3 
8.0 

12.9 

1. 2 
11. 7 

Source: Table 1. GDP figures taken from Ministere du Plan, 
"Bulletin Statistique'', 1985 (estimated GDP for 1985, 
projected GDP for 1986). 
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francs CFA per year in rural projects is, for example, about four 

times the amount of the outstanding balances of CNCA loans to 

cooperatives and individuals as of September 1985 (excluding 

overdrafts), of which only a small proportion was actually 

disbursed that year. Public investment, mostly foreign-funded, 

can be considered the single most important source of resources 

for the rural economy. 

Second, as will be discussed further below, the credit 

component of the major investment projects is a very small 

proportion of total investment. Therefore most of the public 

investment in the rural sector translates into net transfers of 

physical capital and human capital. Irrigation works is the main 

form of physical capital investment. Human capital transfers take 

the form of technical assistance, extension, promotion, and 

technical and managerial training of agricultural producers. 

(b) Productivity Projects and Agricultural Credit 

Productivity Projects have existed in several areas of 

Niger, under the sponsorship of different donor agencies, for a 

number of years. The public-investment budget for 1986 includes 

88 rural development projects or programs, 51 of them in 

agriculture (Min.du Plan, 1985). Regional productivity projects, 

13 in tota-1, represent a-bout- lfr percent of the number of projects 
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Area of 
Activity 

Table 3 

Public Investment in the Rural Sector by Area 
of Activity, 1985-1986 

Year 

Budget Realized 

1986 

Budget 

bil. CFA % bil. CFA % bil. CFA 

Total Rural 17.5 100.0 13.7 100.0 28.1 

Agriculture 11.9 68.0 9.3 67.9 19.1 

Productivity Projects 4.6 26.3 4.3 31.4 6.4 
Irrigated Perimetersb 3.3 18.9 2.5 18.2 6.6 
Otherc 4.0 22.9 2.5 18.2 6.1 

Livestock 3.9 22.3 3.1 22.6 6.4 

Forests and Fisheries 1. 7 9.7 1.3 9.5 2.6 

Source: same as Table 1. 

% 

100.0 

68.0 

22.8 
23.5 
21. 7 

22.8 

9.3 

a In this table, the text of Min. du Plan, "Evaluation .•• " is the main source, 
since it presents a breakdown of Agriculture into different areas of activity 
that is not available from the Annex tables of the document. 

b .Amenagements Hydro-Agricoles {AHAs). 

c Primarily "Agricultural Production support", and miscelaneous projects of 
local scope. 
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adaptation of improved inputs and techniques, and even the actual 

production of improved seed varieties. Human resource 

development, health improvement, education and literacy training 

in the target communities are explicit components of most 

projects, particularly those designed as "integrated'' initiatives 

(e.g., Integrated Livestock, Bilma, Keita Valley). 

All projects include, explicitly or implicitly, an important 

component of institutional building and/or reinforcement. The 

services of the Ministry of Agriculture and Livestock (formerly 

the Ministry of Rural Development), and ONAHA are the most common 

institutional channels through which productivity projects 

operate. In some cases their reinforcement is a part of the 

explicit objectives of the project (e.g., Rehabilitation of 

Irrigated Perimeters). The CNCA, "Riz du Niger" (RINI) and 

services of other ministries (e.g., "Animation", of the Ministry 

of Planning) are other institutions that participate actively in 

the productivity projects. 

In addition to the use or reinforcement of existing 

institutions, the projects themselves constitute in most cases a 

separate institutional structure, whose direction and 

administration represents an important proportion of total 

project costs. Although it is difficult to identify and isolate 

these costs in the project budgets, a lower-bound estimate can be 

ventured in some cases. For example, about 30 percent of Maradi 

II costs, 36 percent of "Elevage Centre-Est", and about 40 
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but account for 23 percent of the rural development budget (see 

Table 3) 11 • 

Major agricultural projects according to the actual 

investment allocations in 1985 were Maradi II (World Bank, CCCE, 

IFAD), the Keita Valley (FAQ-Government of Italy)12, Niamey 

(USAID), and Desso (World Bank, CCCE, FAC). Two projects stand 

out in livestock development, the "Centre-Est" (World Bank), and 

the Integrated Livestock Development sponsored by USAID. Finally, 

the major project among the irrigated perimeters is the new 

"Rehabilitation" initiative co-funded by the World Bank, the 

CCCE, and KFW of Germany. 

A common objective of all productivity projects is the 

increase of agricultural production and productivity through the 

adoption of improved inputs and techniques. This normally 

involves large extension and promotion components in these 

projects. Technical assistance and support to cooperatives for 

the improvement of their operations is another common goal. Input 

supply, marketing, and management techniques are key subjects in 

this technical assistance to rural organizations. 

Irrigation development, construction and rehabilitation of 

infrastructure are the major channels of physical-capital 

investment. Many projects include applied research for the 

ll Regional productivity projects, 17 percent of the number 
of rural development projects in 1985, represented 31 percent of 
the realized rural public investment in that year (Min.du Plan, 
1984b, and Table 3, this chapter). 

12 Formally called "Programme de Developpement Rural Integre 
dans l'Ader-Doutchi-Maggia, Vallee de Keita". 
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Table 4 

Agricultural Credit Component in Selected Projects 

Project Sources of 
External Funds 

Total Project 
Costs 

million US$ 

Agricultural Credit 
as Proportion of 

Total Costs 
~~~~~~~~~~~~~~~~~~~~~~~~~~~%~~~~-

Maradi II 

Rehabilitation 
Irr. Perimeters 

Livestock 
Centre-Est 

Niamey 

Integrated 
Livestock Dev. 

World Bank, 
CCCE, IFAD 

World Bank, 
CCCE, KFW 

World Bank 

USAID 

USAID 

47.5 

25.2 

15.0 

13.6b 

13.4bd 

Sources: - Ministere de Developpement Rural ( 1985) , 
- USAID ( 1986), 
- World Bank ( 1986) , World Bank ( 1980) , 

2.2 

3.8b 

and direct interviews (World Bank, CCCE, USAID, CNCA Niamey) 

a According to budgeted amomits in project budget revision for the period 
1985-1987 (Min.Dev.Rural, 1985). Proportion budgeted in 1980 was only 12.6 % 
(World Bank, 1980). Only 4.8 % of World Bank's contribution is earmarked for 
agricultural credit. 

b Excludes local counterpart. 

c Based on outstanding balances of credit rotating fund as of May 1986. 

d Amount obligated by USAID as of February 1986. 
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percent of Keita Valley, can be related to project management 

(Min.Dev Rural, 1983b, World Bank, 1986, FAO/G.of Italy, 1984). 

Project administration as a component of project costs is 

certainly more important than agricultural credit. Credit to 

allow the purchase of inputs, equipment, and other capital goods 

(e.g., livestock) is always indicated as a feature of the 

productivity projects. The relative weight of the credit 

component however, is very low in all cases. Table 4 reports the 

importance of the credit component in some selected rural 

development projects. Two cases not included in this table due to 

incomplete information are the Desso project, and the Keita 

Valley initiative. In the first case, a 40 million dollar 

project, the major donor (World Bank) did not include a credit 

fund in the budget allocation, even though the provision of 

credit is one of the project activities (World Bank, 1986). For 

the Keita Valley project, the credit component can be estimated 

as 18 percent of the planned disbursements in 1985 (Joint Mission 

FAO/G.of Italy, 1984, Min.du Plan, 1984). 

As shown in Table 4, the only case in which the credit 

component exceeds 5 percent of total project costs is the Maradi 

II project with 15 percent. It.must be pointed out however, that 

even though credit was budgeted at 13 percent of total costs at 

the outset of the project in 1980, no credit disbursements had 

been made as of February 1983 (World Bank, 1980, Min.Dev. Rural, 

1983a). Of the credit amounts budgeted in the World Bank's 
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recognizing the problem of attribution (Maradi I, World Bank, 

1981), or outright failures (Desso, Benhamon and Papazian, 1984). 

The Desso project is being discontinued by the World Bank despite 

having disbursed only 16 percent of the project's budget 

allocation. The Integrated Livestock Development Project (USAID) 

is being suspended after having disbursed less than 30 percent of 

the authorized amounts, and a rather negative mid-term evaluation 

(USAID, 1985). 

It is even more difficult to evaluate the performance of the 

credit components of these different projects. The only 

evaluations in which some repayment rates are reported correspond 

to the Tahoua (Badeguicheri) project funded by FED. A 1983 

evaluation shows a 52 percent average recovery rate (Min.Dev. 

Rural, 1983c). Equipment loans were reported with recovery rates 

ranging between 12 and 80 percent, and seed loans with rates 

between 14 and 74 percent, in this same project (Assoc. Inter. de 

Dev. Rural, 1981). 

In spite of the difficulties surrounding the appraisal of 

these productivity projects, an overall assessment would identify 

two main features that appear to be shared by most projects. 

First, the development or improvement of infrastructure and other 

physical assets as direct investment dominates by far the credit 

component of these projects. Secondly, a major thrust of these 

initiatives (intended or not) is the support of public 
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contribution to this project's funding no loans had been 

disbursed as of May 198613. 

As was seen earlier in the chapter on the CNCA, most of 

these projects have operated their credit components through the 

CNCA, under a system of advances and pref inancing that are 

subsequently reimbursed to the CNCA by the agency funding the 

project. Outstanding balances of the PPs with the CNCA as of 

December 1985 amounted to about 1.1 billion CFA francs 14 . 

Recently however, there is a tendency for the productivity 

projects to abandon this mechanism. Instead, some donors are 

using the branches of the CNCA merely as a window for the retail 

disbursement of funds. An example is the Niamey project (USAID) 

that always carries a creditor position with the CNCA. 

New project initiatives continue to rely upon these "stop 

gap" mechanisms to channel funds to rural beneficiaries, given 

the precarious situation of the CNCA. This highly segmented 

credit delivery system servicing these enclave projects is likely 

to remain in place until a restructuring of the institutional 

credit system is carried out. 

It is not the purpose of this section to evaluate the 

results of the different productivity projects. Evaluations 

performed by the donors have reported some limited success though 

13 The credit component of the World Bank's contribution 
represented 9 percent of this allocation in the original credit 
agreement. It was amended in 1985 to only 4.8 percent of the 
total contribution (World Bank, 1986). 

14 These debtor balances were approximately 1.6 billion CFA 
francs as of September 1983, according to CNCA-Paris (1984). 

(129) 



Chapter III 

percent by the guarantee fund, while BIAO provides only 

administrative services in exchange for a 5 percent net spread. 

CLUSA is in charge of selecting the cooperative beneficiaries of 

these loans, and responsible for defining the amounts and 

maturities of the loans. At the same time, CLUSA is engaged in 

intensive technical assistance and training of a growing number 

of cooperative officials. The emphasis is on management of 

marketing services provided by the cooperatives to their members. 

The CLUSA staff is comprised of four specialists and twelve 

trainers based in rural villages. 

Loans under the CLUSA-BIAO scheme are granted at 2 

percentage points less than the normal rates of interest 

(currently about 13 percent). The BIAO must undertake, along with 

CLUSA, intensive recovery efforts and in any case wait six months 

after a loan has been declared in arrears before availing itself 

of the guarantee. The end-use of the loans is to be decided by 

the cooperatives themselves. Current priorities are crop 

marketing and small shops ("boutiques"). 

As of January 1986, three cooperatives of the Niamey 

department had received loans from the BIAO under this 

arrangement. The average amount of these loans was 3 million CFA 

francs, with a one year maturity. The program expects to reach a 

volume of 2 to 3 million US dollars of outstanding loans (600 to 

900 million CFA francs). After a two-year experiment, the BIAO 

will decide whether to take a 30 percent risk on new loans to 
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institutions15. Furthermore, at the same time that project funds 

directly or indirectly sustain the operations of government 

agencies, a parallel "temporary" structure is developed to 

administer the project itself. Recurrent costs are thus created 

and will remain as a permanent burden even after the foreign 

funds that initiated the project have been exhausted. 

A trend towards a modified approach to rural development can 

be detected in some recent project initiatives. These new efforts 

either abandon or de-emphasize the "productivity approach" in 

favor of the improvement of the "agrarian system". The 

improvement of the capacity of organizing and management, and the 

promotion of the "independent administration" of agricultural 

enterprises, appears to be a common issue in projects of recent 

design (Rehabilitation of Irrigated Perimeters, World Bank, 

1986), or revisions of on-going initiatives (Maradi II, Min.du 

Plan, 1985) • 

An interesting example of this innovative trend is the 

experiment currently underway inducing commercial banks to take 

on an agricultural clientele. The Cooperative League of the 

United States (CLUSA) has signed an agreement with the largest 

private commercial bank in Niger, the BIAO, under which a 

guarantee deposit (supplied by USAID) is made at BIAO against 

loans made to coope_ratives. The credit risk is covered 100 

15 One of the strongest criticisms to the Dosso project 
points out that the project is" •.• essentially a structure that 
receives external funds and distributes them among the relevant 
services of the State" (Benhamon and Papazian, 1984, free 
translation) • 
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projects consider some kind of institutional building as an 

important part of 'their objectives or strategies. Furthermore, 

every project normally establishes its own administrative 

structure in addition to its technical assistance and extension 

teams. The operational costs associated with this administrative 

structure make up a significant proportion of total project 

costs. 

Some 30 foreign donor-agencies operate in Niger through more 

than 80 different rural development projects. It is not 

unreasonable to assume that the aggregate of all administrative 

offices for these projects exceeds by far the size of, say, the 

CNCA branch network. This would only be consistent with the 

relationship between the direct investment component and the 

credit component of rural development projects. Since each 

project operates with its own team and infrastructure, and its 

sepa~ate delivery scheme for the services the project provides, 

the end result is a highly segmented system of rural-development 

support. 

This institutional framework surrounding rural development 

has certainly affected the functioning of the institutional 

credit system. The fragmented "project approach" to credit 

delivery has contributed both directly and indirectly to 

undermine the performance of the CNCA. This occurs directly, due 

to the complicated procedures introduced by the sources of funds 

to reimburse the CNCA for the advances and refinancing it has 

granted to productivity projects (Min.Dev.Rural, 1984). 
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cooperatives, releasing part of the guarantee fund which will 

then be devoted to increase the capital base of the cooperatives. 

Notwithstanding the innovative tendencies in the design of 

new projects, several shortcomings of the current system of rural 

development financing stand out from the discussion presented in 

this section. They are addressed and analyzed in the following 

section with the objective of deriving implications for policy 

reform. 

3. Summary and Implications 

This chapter has shown that public investment, mostly 

foreign-funded, can be considered the single most important 

source of resources for the rural economy. This occurs despite a 

clear bias in favor of non-rural sectors in the allocation of 

public investment. Most public investment in the rural sector 

takes the form of net transfers of physical and human capital. 

The credit component of the major rural development projects 

represents a very small proportion of total project costs. This 

is consistent with a supply-leading approach to rural 

development, where credit serves the purpose of facilitating the 

adoption of techniques that will eventually increase production 

and productivity. 

An important part of foreign-donor support is devoted to 

sustaining the government institutions involved in rural 

development and agricultural credit. All rural development 
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Chapter VI describes this proposed strategy and the role of the 

productivity projects during the period of transition. 

At the same time, the continuous inflow of resources into 

the rural sector through direct investment, credit, and current 

expenditures circulates in rural areas without the benefit of 

formal intermediation services. No matter how low the rates of 

return to investment, some return, even if only a temporary 

surplus, is generated by the capital transfers involved in public 

investment and donor activity. The salaries and wages of public 

employees funded by rural development projects, the revenues 

obtained by contractors and workers of these projects, by 

suppliers of agricultural inputs, by suppliers of consumption 

goods to rural dwellers, and by traders dealing in rural products 

constitute monetary flows circulating outside of the formal 

financial system. There is no appropriate institutional channel 

in place to service this derived liquidity that public investment 

and credit flows are generating in rural areas. 

The scenario discussed above is clearly not ideal for 

sustained long-term development of the rural sector. The social 

benefits from government and donor efforts are restricted by the 

absence of an efficient rural financial system. Sound formal 

financial intermediation would have a multiplier effect for the 

resourcl!'S""- ttrat-are- being allocated ttT ri:rra-1 d-evelopment. This 

multiplier effect does not exist under the current institutional 

framework associated with rural development efforts. Therefore, 

these efforts generate only a fraction of the social return they 
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Indirectly, the CNCA performance is compromised because the 

supply-leading approach to rural development subordinates credit 

activity to service productivity goals. Moreover, it tends to de

emphasize repayment performance, credit-worthiness, and financial 

viability as goals meriting serious attention. Thus this project 

focus does not create credit discipline and sound financial 

management among its rural clientele or the financial 

institutions servicing this clientele. 

In summary, there is certainly room for rationalization and 

improved coordination of donor activity. There appear to exist 

overlaps and duplications between multiple projects that could be 

reduced or eliminated. In short, the recurrent costs of operating 

this system of public institutions and projects involved in rural 

development could certainly be reduced through rationalizing 

these efforts. 

In spite of the shortcomings of the productivity-project 

approach to agricultural credit, the delivery of inputs to rural 

areas should continue to be channeled through the activity of 

these productivity projects in the short term. As will be shown 

in chapter V, the existing agricultural credit network based on 

the CNCA is costly and inefficient as a mechanism of resource 

allocation, and does not perform any meaningful financial 

intermediation role. Therefore, as a short term (transitory) 

mechanism of farm-input delivery the productivity projects offer 

the least distorted solution, within a long-term strategy for the 

development of sound financial intermediation in the rural areas. 
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Table A.2 

Official Developnent Assistance (ODA) to Selected Developing 
Countries in Africa, Asia and Latin-America, 1981 

Country 

GDP per 
capita 

US$ a 

ODA Net 
---------

Amount 
US$ mil. 

As % of 
GDP 

per capita 
us $ 

~~~~~~~~~~~~~~~~~~~~~~%~~~~~~~~~-

Africa 

Niger 
Mali 
Burkina Fasso 
Togo 

Egypt 

Asia 

Bangladesh 
Philippines 

Iatin-.Americ::a 

Haiti 
Honduras 

299.9 
162.6 
185.8 
331.5 

564.8 

132.3 
778.5 

311.6 
689.4 

201.1 
229.5 
216.9 
62.9 

1293.3 

1095.8 
376.5 

106.9 
109.3 

Source: calculations based on figures reported in 

11.8 
20.5 
18.5 
7.1 

5.3 

9.1 
1.0 

6.1 
4.2 

35.3 
33.4 
34.3 
23.6 

29.9 

12.1 
1.6 

20.9 
28.6 

OECD. "Geographical Distribution of Financial Flows to Developing 
Countries", 1982, and 

N:>rld Banlt. "N:>rld Tables", J'ohns Hopkins, 1984. 

a Exchange rate conversion to US dollars. 
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Table A.1 

Niger: Distribution of Cooperatives and G!s by Department, 19848 

Department Number of Number of Number of 
Cooperatives G!s Villages 

Niamey 292 1632 

Desso 104 1415 

Tahoua 202 1671 

Marad1 188 2273 

Zinder 243 2684 

Dif fa 81 718 

Agadez 57 235 

Total 1167 10628 

Source: Union Nationale de Cooperatives (UNC). 

a Gt: "Groupement Mutualiste", the basic (village-level) unit of 
cooperatives. 
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1334 

1292 

1157 

2047 

2142 

547 

110 
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1. Access to Institutional Credit, 1980-1984 

A majority of the households had received at least one loan 

during the five-year period preceding the date of the interview. 

Table 1 shows the distribution of the number of loans received in 

this period for the overall sample, and the different sub

samples. Overall, 37 percent of the respondents had not received 

a loan between 1981 and 1985, i.e., 63 percent obtained credit 

from institutions at least once in this five-year period. 

However, this overall indicator of access is upwardly biased 

because of the inclusion of the CNCA-borrowers sub-sample in the 

overall sample. This sub-sample was intentionally drawn from the 

records of CNCA to obtain information about loans and borrowing 

costs, therefore the expected proportion of no-loans in the first 

column of Table 1 for this sub-sample was zero. Twelve CNCA 

borrowers however (5.2 percent of the sub-sample) did not 

acknowledge receipt of any loans. 

A more accurate estimate of access to formal loans for rural 

households is obtained observing the findings for the random sub

sample. Almost half of the households did not receive a single 

loan in the last five years, 54 percent obtained at least one 

loan, only 4 percent had "regular" access to credit, since they 

received' :f-ive" or- 1no1 e laan!J" ovex tttrs- same-- period (see the last 

two columns in Table 1). Overall, the respondents in the random 

sub-sample obtained a total of 446 loans in the last five years, 

an average of 89 loans per year for the 398 households that 
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C. INSTITUTIONAL AND NON-INSTITUTIONAL CREDIT AT THE 

HOUSEHOLD LEVEL: ACCESS AND MAGNITUDES 

The survey undertaken by the OSU team in July-August 1985 

gathered basic information about four aspects of institutional 

credit in rural areas: first, access to institutional loans over 

the last five years; second, amounts and distribution of the most 

recent loans obtained by farmers; third, terms, conditions, and 

procedures associated with these loans; and fourth, the 

borrower's non-interest transaction costs implied by these terms, 

conditions, and procedures. The characteristics of the sample, 

and the main features of the rural hosehold documented in the 

survey were reported in March, and will not be repeated here1 . 

This chapter will cover the first two aspects of this subject, 

leaving analysis of the terms, procedures, and transaction costs 

borne by the borrowers to Chapter v. The latter will analyze the 

operations of the institutional credit system, and the costs 

associated with these operations at all levels of the 

institutional credit network namely, the participating 

institutions, cooperatives, and individual borrowers. 

1 See tables A.1 through A.9 in the appendix for selected 
features of the sample of rural households. 
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credit than the randomly selected households. Women had no access 

to this type of credit in the last five years according to this 

survey. The survey detected some differences in access to formal 

credit across ethnic groups. Table 2 shows that the groups with 

better access to institutional credit were the Beriberi and the 

Touareg groups with two-thirds or more of the households 

receiving at least one loan in the last five years. The 

proportion of households without a single loan in five years was 

the highest for the Djerma group, above average for Peulhs and 

Gourmantches, and lower than average for the Haoussa group2 . 

A comparison of access to formal credit between households 

in different income-level categories is presented in Table 3. 

Rather surprisingly, households in the lowest income category 

appear to have the best access, since two-thirds of this group 

received at least one loan in the last five years, as compared to 

only one-third of the respondents in the highest income-level 

class. These figures again consider all loans received, without 

distinction between different loan types and amounts. As will be 

discussed below, the pattern of credit distribution by income 

level looks different when loan amounts are considered. 

2 The random sub-sample is used in this comparison across 
ethnic groups, since the regional breakdown of the CNCA sub
sample may have implied an over-representation of the Djerma 
group in this sub-sample (see tables A.1 and A.10 in the 
appendix) . 

(146) 



Chapter III 

comprise this random sub-sample. This represents an average 

access rate of 22.4 percent, or, on average 22.4 percent of the 

farmers have access to institutional loans. 

An important qualification needs to be introduced here, 

since loans are not a homogeneous commodity. A large number of 

small seed-loans is included in the loan count used to arrive at 

the access rate indicated above. This type of loan has been 

granted primarily in recent years and could be better described 

as a routine input delivery in which small quantities of seed are 

distributed with a minimum of formalities. Furthermore, as will 

be documented later in this section, the CFA equivalent value of 

these loans is considerably smaller than the average amounts for 

the other types of loans received by farmers. If these seed loans 

are subtracted from the total number of loans received by the 

households in the random sub-sample, the average access to 

institutional credit reduces to 15.3 percent. This is still an 

"upper-bound" estimate since the questionnaire could identify the 

type of loan only for the most recent loan received by the 

respondent. Seed loans received during the five-year period in 

question that were not the most recent for the farmer went 

undetected. With this final qualification, we can assert that 

each year an "upper bound" average of about 15 percent of rural 

households in the random sub-sample had access to meaningful 

institutional loans. 

As shown in Table 1, village leaders and households in the 

INRAN-ICRISAT sub-sample had better access to institutional 
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2. Types and Amounts of Institutional Loans 

Detailed information was obtained about the most recent loan 

obtained by the farmer, provided that it had been received in or 

after 1980. In most cases the respondent did not remember or did 

not know the equivalent amount of the loan (in CFA francs), 

therefore this amount was calculated (in all cases) evaluating 

the inputs included in the loan at the prices prevailing in the 

year the loan was obtained3 . The amounts calculated are used in 

the following discussion. 

Types of loans were classified in three categories. Their 

average amounts are reported in Table 4 for the overall sample, 

and the different sub-samples that received institutional credit. 

Equipment and Input loans include all farming equipment that 

normally comprise the so called "technology packages", oxen, and 

cattle. Seed loans correspond to small amounts of millet seed and 

occasionally sorghum seed. A small number of loans that included 

both some equipment (and/or animals) and seeds are labeled 

"mixed" loans, and were merged with the first type of loans for 

the purposes of this presentation. Finally, a reduced number of 

loans in cash were reported by some of the respondents, thus 

defining the third type of loan included in Table 4. 

3 In most of the cases where the respondent indicated a loan 
amount in CFA, this amount was smaller than the amount calculated 
through the evaluation of inputs received. 
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DISTRIBUTION OF INSTITUTIONAL LOANS BY LOAN-SIZE CATEGORY, BY SUB-SAMPLE 

(CATEGORIES DEFINED BY TIIE QUARTILES OF TIIE LOAN-AMOUNT DISTRIBUTION> 

I LOAH SIZE I 
1------------------------------------------------------------1 
I I I I LESS THAN 400 I 
IOVER 113000 CFAl9000-113000 CFAI 400-9000 CFA I Cl•'A I ALL 
1--------------+---------------+---------------+-------------·--+---------
I N I PERCENT I N I PERCENT I N I PERCENT I N I PERCENT I N I PERCENT ---------------------+-----+--------+------+--------+-----·-+--------+------+--------+------+--------

SUB-SAHPLE I I I I I I I I I I 
---------------7--------------I I I I I I I I I I 
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Average loan amounts are substantially different between 

loan types, and across sub-samples, as Table 4 shows very 

clearly. Overall, the average CFA value of equipment-inputs loans 

is considerably larger than that of seed loans. Indeed, the 

reduced average amount of seed loans makes their significance as 

agricultural credit questionable. This is the type of loan that 

was reported as the most recent loan by the majority of 

households with credit in all sub-samples, excepting the CNCA

borrower sub-sample. 

An important contrast stands out in Table 4 between the 

average amount of loans received by the CNCA sub-sample and those 

obtained by the random group. CNCA borrowers record an average 

loan size about ten times as large as that registered by 

borrowers in the random sub-sample. This striking difference is 

explained not only because the majority of loans documented for 

the CNCA group were equipment loans, but also because, within 

each loan type excepting cash loans, the average amount is also 

considerably larger for this group than it is for the borrowers 

in the random sub-sample. If these average loan amounts are 

related to the average agricultural incomes estimated in this 

study (see March report), the credit-to-income ratios for 

households receiving formal loans are in the order of 9 to 10 

percent for all sub-samples, excepting the women sub-sample (zero 

loans) and the CNCA sub-sample, where this ratio is approximately 

54 percent. Even if only the average value of equipment loans is 

considered to avoid the bias introduced by the different 
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OVERALL SAMPLE. J>ISTRIBUTION OF INSTITIJTIONAL LOANS BY LOAN-SIZE CATEGORY, BY INCOME LEVEL OF THE BORROWER 

I LOAN SIZE I 
1---------------------------------------------------------1 
I I I I LESS THAH 400 I 
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importance of seed loans across sub-samples, the ratio of loan 

value to annual income is still considerably higher for the CNCA 

sub-sample, 56 percent, than for the random sub-sample, 35 

percent. The INRAN-ICRISAT group shows a ratio of almost 46 

percent, whereas for village leaders the ratio of loan amount to 

annual income is about 32 percent. 

The foregoing discussion helps complement the 

characterization of the typical CNCA beneficiary in reference to 

an average randomly selected household. In addition to a larger 

family size, higher literacy rates, and higher per-capita income, 

CNCA beneficiaries operate with higher credit to output ratios 

than the average household in the random sub-sample. Even though 

it is difficult to determine the causal relationship underlying 

these contrasts, these findings suggest that there is a certain 

kind of selection process implicit in the choice of CNCA 

beneficiaries. Whether this process originates in the institution 

or results from the relationships prevailing in cooperative 

organizations and village-level "groupement mutualistes" (GMs) is 

an interesting issue that our recent survey of cooperative and GM 

leaders may help to clarify. 

The loans most recently received by the respondents were 

classified into four loan-size categories. These categories were 

defined using the quartiles of the loan-size distribution, so 

that each category includes one-fourth of the loans in the 

overall sample. Table 5 shows the distribution of institutional 

loans by loan-size category for the different sub-samples. With 
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evaluation criteria. Once a cooperative, or a GM, is granted a 

loan, all individuals participating in the loan will most likely 

receive the same quantities of inputs, thus loans of equal 

amounts. Income level becomes a factor to the extent that it can 

affect the influence an individual may have on loan allocation 

inside the GM or cooperative. However, the other findings 

reported in this section suggest that village-wide income levels 

and wealth may be a consideration in deciding credit allocation 

among cooperatives, as opposed to within cooperatives. This is to 

say, cooperatives or GMs comprised by individuals with relatively 

high incomes and wealth may become eligible for relatively large 

loans. Each individual member of these wealthier cooperatives 

will then receive a larger loan than that obtained by members of 

a less affluent organization. This interpretation would explain 

the weak relationship observed between (individual) income levels 

and loan size, and at the same time would explain the clear 

differences between the borrowers in the CNCA sub-sample and the 

loan beneficiaries in the random sub-sample. The CNCA borrowers 

are likely to be members of a relatively wealthier set of 

cooperatives than those to which the randomly selected households 

belong. 

The findings reported in this section indicate that access 

to institutional crecU t is limited among rural households. At 

best, about 22 percent of these households obtain a loan in an 

average year. The average amount of these loans do not represent 

more than 10 percent of the household's average agricultural 
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the exception of the CNCA sub-sample, all other sub-samples have 

most of their loans concentrated in the smaller loan-size 

categories, thus reflecting the differences in average loan 

amounts discussed above. 

The main purpose of defining these loan-size categories 

however, is to compare this distribution against the income-level 

distribution defined in the previous section. This relationship 

is presented in Table 6. There is a clear, yet not strong, 

association between income level and loan size. The borrowers in 

the highest income category receive loans primarily in the 

highest loan-size categories. Seventy five percent of all loans 

received by households in this income level are in the two 

highest loan-size categories. However, there is a good proportion 

of very small loans received in this income group (14 percent). 

Most of the loans received in the lowest income-level category 

are in the two smallest loan-size categories (70 percent of the 

total), but this income group is also represented in the higher 

loan-size categories. The intermediate income categories show 

fairly homogeneous distributions by loan size, though still 

following the pattern of association between loan size and income 

level suggested by the extreme income-level categories. 

The absence of a strong association between income level and 

loan size suggests the absence of a typical banker's criteria in 

credit allocation. There is no evaluation procedure of individual 

loan applications where loan amounts are decided taking into 

account expected revenues, collateral, and other conventional 
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3. Non-Institutional Credit 

When access to institutional credit is somewhat restricted 

and not very significant, it becomes important to investigate the 

non-institutional (or informal) financial transactions that are 

likely to take place in rural areas. This section documents the 

informal transactions performed by the rural households included 

in this survey. First, their informal borrowing activities are 

considered, along with a summary of the sources of financial 

support for the rural households. Secondly, this section 

documents the role of heads of households as informal lenders, or 

suppliers of loans and assistance to other members of the rural 

community. 

(a) Informal Borrowing 

The households included in this survey received loans or 

assistance from several non-institutional sources in the 12-month 

period preceding the date of the interview. A summary of the 

number of sources that provided loans or aid to the heads of 

households is presented in Table 1· Overall, only 18 percent of 

the heads of households did not receive any non-institutional 

assistance in- the- preceding year, i.e., a vast majority of them 

(82 percent) obtained loans or assistance from at least one 

source. The proportions reported for the random sub-sample are 

not very different from these overall figures. Eighty four 
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income. The borrowers in the CNCA sub-sample benefit from 

relatively larger ioans in relation to the average amounts 

received by the randomly selected households. Furthermore, the 

relative importance of borrowed funds with respect to the 

agricultural income of CNCA borrowers is about five times as high 

as that recorded for households in the random sub-sample. 

An estimate of the overall ratio of agricultural credit to 

agricultural output can be obtained by multiplying the credit 

access rate (22.4 percent) by the average credit-to-income ratio 

found for the households receiving loans (9.95 percent). The 

estimated ratio of agricultural credit to agricultural output 

results 2.23 percent, a proportion very similar to the ratio of 

agricultural credit to agricultural GDP that can be calculated 

from official macro-economic statistics. The average ratio 

calculated from this source for the period 1980-1983 was 2.05 

percent4 . 

4 Calculated from statistics published by the Ministry of 
Planning, "Bulletin Statistique", 1985. 
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percent of the randomly selected households received informal 

support from at least one source in the period in question. 

The most important source of loans or assistance was 

relatives. Over fifty percent of the overall sample had received 

aid from this source, without major variations across sub-samples 

(see table A.15 in the appendix). Friends and neighbors were 

mentioned as sources of assistance in 30 percent of the 

interviews (appendix table A.16). Almost one-fifth of the heads 

of households interviewed included traders and merchants among 

their sources of informal loans or assistance (appendix table 

A.17). Finally, one-half of the respondents indicated other 

miscellaneous sources of assistance (appendix table A.18), among 

which they included emergency aid from various organizations5 . 

The predominant form of informal borrowing was in grains, 

primarily millet and sorghum. Almost seventy percent of the 

respondents that received some assistance in the last year 

mentioned grains as one of the forms in which they received it. 

About 48 percent had obtained help in cash, and 10 percent of the 

heads of households indicated other forms of informal borrowing, 

including different types of livestock6 . 

5 The sum of the percentages reported in this paragraph 
exceeds 100 percent due to the existence of multiple sources of 
loans or-asshstm1ce tor-many households-. 

6 This time the sum exceeds 100 percent because some 
informal borrowing included more than one form, e.g., grains and 
cash. 
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Even though spouses did not have access to institutional 

credit, they did report receiving informal loans or assistance. 

Table 8 shows that about one-fourth of the spouses in the overall 

sample obtained aid from at least one source in the year 

preceding the interview. The spouses in households in the random 

sub-sample show similar access to this type of borrowing. This 

finding implies that access to informal loans or assistance by 

the household as a whole (i.e., heads of households and spouses) 

is even wider than that indicated above for heads of households. 

Table 9 summarizes the informal borrowing undertaken by the 

household, considering both the head of household and the spouse. 

The proportion that needs to be highlighted here is found at the 

top left-hand corner of this table. Only 14 percent of the 

households did not receive any informal loan or assistance in the 

past year, i.e., over 86 percent of the households in the random 

sub-sample obtained at least one form of aid in this period, 

either through informal borrowing by the head of household, or 

through informal borrowing by the spouse. 

Despite the wide variety of forms and units of measurement 

under which informal borrowing occurred (more than five types of 

grains measured in about ten different units, three types of 

livestock, etc.) an estimation of the CFA equivalent amount of 

informal borrowing was attempted with the information obtained in 

the interviews. When possible, loans received in kind, primarily 

grains, were evaluated at the retail prices of the items in 

question, since this was considered the best estimate of the 
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TABLE 7 • 

INFOIU'IAL nonnowmc. f1UMBER OF SOURCES OF LOANS AND ASSISTANCE FOR THE HEAD OF HOUSEHOLD' BY SUB-SAMPLE 
------~--------------~-------------------------------------------------------------------------------------------~----------

1 I NFOIUIAL LOANS FOR llEAD OF HOUSEHOLD (LAST 12 MONTHS) I 
1-------------------------------------------------------------------------------1 
I HONE I ONE I TWO I THREE I FOUR I ALL 
l---------------+-------~-------+---------------+---------------+---------------+---------------
1 N I PERCENT I N I PERCEflT I N I PERCENT I N I PERCENT I N I PERCENT I N I PERCENT 

------------------------------+------+--------+------+--------+------+--------+------+--------+------+--------+------+--------
SUB-SAIIPLE I I I I I I I I I I I I 
------------------------------1 I I I I I I I I I I I 

....... IlArmon 1 Ml 16.031 1331 33.~21 1311 32,911 531 13.321 171 4.211 3981 100.00 U1 ------------------------------T------T--------T------+--------+------+--------+------+--------1·------+--------1·------+--------
I.!) LEADEHS I 71 15.911 201 45.451 121 27.271 31 6.821 21 4.551 441 100.00 

------------------------------+------+--------+-----~+--------+------+--------+------+--------+------+--------+------+--------
WOflEN I 311 4'1.931 251 36.231 91 13.041 21 2.901 21 2.901 691 100.00 
------------------------------+------+--------+------+--------+------+--------+------+--------+------+--------+------+--------

1 CflCA nonnoWEns 1 s1.i 23.481 1021 44.351 501 21.741 211 9.131 31 1.301 2301 100.00 
1------------------------------+------+--------+------+--------+------+--------+------+--------+------+--------+------+--------
l INilAN-ICillSAT I 71 4.4·61 341 21.661 611 38.851 401 25.481 151 9.551 1571 100.00 
1------------------------------+------+--------+------+--------+------+--------+------+--------+------+--------+------+--------
IALL I 1631 10.151 3141 34.971 2631 29.291 1191 13.251 391 4.341 8981 100.00 
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INFO~L BOnIUHfll'IG. NIDIBER OF SOURCES OF LOANS AND ASSISTANCE FOR.THE SPOUSE, BY SUB-SAJ>lPLE 

H 
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----~----------------------------------------------------------------------------------------------------------------------~ 
I INFORilAL LOANS FOR SPOUSE (LAST 12 MONTHS) I 
1-------------------------------------------------------------------------------1 
I NONE I ONE I THO I THREE I FOUR I ALL 
1---------------+---------------+---------------+---------------+---------------+---------------
I fl IPEilCENT I N IPEilCENT I N IPEilCENT I N IPEilCENT I N !PERCENT I N IPEllCENT 

---~-------------------------+------+--------+------+--------+------+--------+------+--------+------+--------+------+--------
SUB-SMIPLE I I I I I I I I I I I I 
------------------------------1 I I I I I I I I I I I 
llANDOH I 3031 76.131 451 11.311 391 9.801 101 2.511 11 0.251 3981 100.00 
------------------------------+------+--------+------+--------+------+--------+------+--------+------+--------+------+--------
LEADEilS I 25 I 56 . 32 I 9 I 20. 45 I 9 I 20. 45 I 1 I 2. 27 I . I . I 44 I 100. 00 
------------------------------+------+--------+------+--------+------+--------+------+--------+------+--------+------+--------
1/0rIEN I 601 <;'8.551 11 1.4·51 .I .I .I .I .I .I 691 100.00 
------------------------------+------+--------+------+--------+------+--------+------+--------+------+--------+------+--------
CNCA BORROllEilS I 2101 91.301 61 2.611 101 4.351 41 1.741 .I .I 2301 100.001 
------------------------------+------+--------+------+--------+------+--------+------+--------+------+--------+------+--------1 
INilAN-ICRISAT I 511 32.4·81 581 36.941 431 27.391 31 1.911 21 1.271 1571 100.001 
------------------------------+------+--------+------+--------+------+--------+------+--------+------+--------+------+--------1 
ALL I 6571 73.161 1191 13.251 1011 11.251 181 2.COI 31 0.331 8981 100.001 
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H 

INFOIU1AL BORROWING. rruMDEI\ OF SOURCES OF LOANS AND ASSISTANCE FOR THE HOUSEHOLD, RANDOM SUB-SAMPLE H 
-------------------------------------------------------------------------------------------·-----·-------------------------- H 

l---------------------------~~~~~~~-~~~~~~~~~-~~~~~~-~~!-~.! _ _l_z _ _::c:_~~~~~--------l A 
I rmrm I ONE I TWO ; I THREE I FOUR I ALL . 
!---------------+---------------+--------------+---------------+---------------+---------------
' I PEllCE?IT I I PERCENT I I PERCENT I I PERCENT I I PERCENT I I PERCENT 

I I H IOF TOTA.LI N IOF TOTALI N IOF!TOTALI N IOF TOTALI N IOF TOTALI N IOF TOTAL 
I --------------------------:...---+------+--------+------+------+---+-------+-----+·--------+-----+----·----+-----;...+--------
I I HFOIUIAL LOAUS FOR IIEAD OF I I I I I I I I I I I I 
IIIOUGEllULD (LAST 12 MONTHS) I I I I I I I I I I I I 
1------------------------------1 I I I I I I I I I I I 
IIIOHE I 551 13.821 71 1.761 21 0.501 • I • I • I • I 641 16.08 
!------------------------------+------+--------+----+------+----+-------+------+------+-----+-------+------+--------
' orm I 113 I 28. 39 I 12 I 3. 02 I 6 I 1 • 51 I 2 I 0. 50 I . I • I 133 I 33. 42 
1------------------------------+------+--------+------+------+-~---+--------+-----+------+------+-------+------+--------I 
I TWO I 91 I 22 • 86 I 1 9 I 4 • 77 I 1 6 I 4 . 02 I 5 I 1 • 26 I • I • I 131 I 32 . 91 I 
-1----------------------..:.------+------+--------+-----+------+----+--------+------+-------+------+-------+------+--------I 
"1TllfiEE I 321 0.041 71 1.761 111 2.761 31 0.751 • I • I 531 13.321 
}!------------------------------+------+--------+------+-----+----+-------+------+--------+------+--------+------+--------! 
,I FOUR I 12 I 3. 02 I • I • I 4 I 1 . 01 I . I • I 1 I 0 . 25 I 17 I 4. 27 I 
I------------------------------+------+--------+------+--·----+----+--------+------+-------+-----+-------+------+-------- I 
IA.LL I 3031 76.131 451 11.311 391 9.801 101 2.511 11 0.251 3901 100.001 
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opportunity cost of these commodities. The average amount of 

loans and assistance obtained by heads of households is reported 

for the different sub-samples in Table 10. The overall sample 

average and the average for the random sub-sample are very 

similar, a little over 31 thousand CFA francs per loan. As 

components of this weighted average, loans or aid in cash and 

loans or assistance in kind had similar average amounts. 

The average magnitude of informal borrowing reported in 

Table 10 can be contrasted and analyzed with the figures obtained 

for institutional credit reported in the previous section. This 

analysis will concentrate on the results for the random sub

sample, since the purpose is to characterize the average 

(randomly selected) rural household. 

As reported in the preceding section, a household in the 

random sub-sample that received a formal loan obtained on average 

the equivalent of 15,916 CFA francs (see Table 4, section 2). 

This amount represented almost 10 percent of the household's 

agricultural income estimated for the year preceding the date of 

the survey. On the other hand, a randomly selected household that 

succeeded in borrowing from non-institutional sources received 

the equivalent of 31,757 CFA f~ancs (Table 10, this section), or 

almost 20 percent of its annual agricultural income.It follows 

from the foregoing discussion that a household receiving both 

types of credit, formal and informal, would obtain an average of 

47,673 CFA francs in some combination of cash and kind. This 

(164) 



TABLE 10 

lnFOPJ1AL BORROWING. AVERAGE VALUE OF LOANS· AND ASSISTANCE RECEIVED 
BY IIEADS OF IIOUSEIIOLDS,. BY SUB-SAHPLE 

!VALUE OF LOANS AND 
I ASSISTAUCE , __________________ _ 

I I N I flE.Afl C CF A> 1-----------------+-----+------------
I SUB-S.l\l'IPLE I I ----------------------------! I runmou r 303 r 3 l 71'i7. 24 ----------------------------T-----T------------
LEA.llElill I 3o I 3~8'.}~ • 25 ------------------------------+------+------------
l'TOIIEH I 31 I 31'i633. 06 ----------------------------+------+------------
CHCA BORROWERS I 1711 36934.86 
-----------------------------+------+------------
HT.M.H- I CllISAT I 147 I 2 urn6. 63 
---------------------~-----+------+------------
ALL I 687 I 31440. 44 
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total average amount represents about 30 percent of the average 

annual household income from agriculture. 

At this point it is important to incorporate the findings 

related to access to institutional and non-institutional sources 

of loans or assistance. By doing so it is possible to estimate 

the weighted average amount of total borrowing for the average 

randomly selected household. As reported in section 3, an annual 

average of 22.4 percent of the households in the random group had 

access to institutional credit, each loan with the average amount 

indicated in the previous paragraph (15,916 CFA francs). Thus the 

"expected value" of an institutional loan for the average 

household becomes 3,565 CFA francs (i.e., 15,916 times 0.224). A 

similar computation for the expected value of informal borrowing 

gives the amount of 26,651 CFA francs. This results from 

multiplying the average magnitude of an informal loan or 

assistance (31,757 CFA francs) by the proportion of households in 

the random sub-sample that engaged in at least one informal 

borrowing operation (83.92 percent). Therefore, the average 

amount of formal plus informal borrowing by the average randomly 

selected household is the equivalent of 30,216 CFA francs. This 

magnitude represents 18.9 percent of the estimated average annual 

agricultural income of these households. These calculations also 

indicate- that inform&:! financing or- as-sietauce provide about 88 

percent of the total indebtedness acquired by the average rural 

household, thus highlighting the importance of non-institutional 

credit arrangements in rural areas. 

(166) 



Chapter III 

(b) Informal Lending 

A large number of heads of households had provided informal 

loans or assistance to other members of their rural communities. 

Table 11 shows that two-thirds of the interviews in the overall 

sample provided some kind of help to others during the twelve 

months preceding the survey. The proportion observed in the 

random sub-sample and in the CNCA sub-sample are essentially the 

same as that observed for the overall sample. An even larger 

percentage of the village-leaders sub-sample and of the 

households in the INRAN-ICRISAT sub-sample had provided loans or 

assistance in the last year. 

Among the households that did provide loans or assistance, 

almost 80 percent did so to relatives, and 15 percent to friends 

or neighbors. Half of the loans or assistance were provided in 

kind, about 22 percent in cash and 28 percent in a combination of 

both. Less than two percent of the respondents that supplied 

loans or assistance to others acknowledged having charged 

interest. The average amount of the loans or aid provided was the 

equivalent of 21,000 CFA francs, according to the estimation of 

the respondent. 

There was a consistent association between the frequency of 

cases that provided informal loans or assistance and the income 

level of the respondent, as can be seen in Table 12. However, 

these differences across income categories are not substantial. 

Even in the lowest income-level class 62 percent of the 

(167) 



TABLE 11 

INFORNAL LErmrnc. LOANS OR AflSISTANCE PROVIDED TO OTHERS BY TTIE HEAD OF HOUSEHOLD,. BY SUB-SAI'IPLE 

LOAHS OR ASS ISTAHCE LAST 12 1 rmwms 1 
1-------------------------------1 

i I DID PROVIDE IHID HOT PROVIDE.I ALL 
I 1---------------+---------------+---------------
I I n I PEHCEI'IT I N I PEllCEHT I H I PERCENT 
i----- ---+------+--------+------+--------+------+--------
1 SUB-81'.Jl?U~ I I I I I I 
1------------------------------1 I I I I I 

I ~~~~~~;--------------------f---~;;f--~;~~;f---~~~f---;~~;;f--~~~-~--~~;~;; 
1------------------------------+-----+--------+------+--------+------+--------
P'lOilli:Il I 33 I 4'7. u~ I 36 I li2. 17 I 69 I mo. 00 
1-----------------------------+------+-------+------+--------+------+--------
I CflCA nmmmIBilG I 151 I 65. 65 I 79 I 34. 35 I 230 I 100. 00 
1-------------------------------+------+-------+------+--------+------·l---------
l I NllAN- l CHISAT I 1271 30.091 301 19.111 1571 rno.00 
1------------------------------+------+--·-----+-----+--------+------+--------
l ALL I 6~51 67.371 2931 32.631 G901 100.00 
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TABLE 12 

INFORMAL LEi'7IHNG. LOJ\NS OR ASSISTANCE PROVIDED TO OTHERS, BY IRCOI'lE LEVEL OF TIIE RESPONDENT 

LOANS Oil ASSISTAHCE LAST 12 I 
I IU>NTHS I I 
1-------------------------------1 I 
I DID PitOVIDE IDID NOT PROVIDE! ALL I 
!---------------+---------------+----------~--
' H IPER1JEHT I fl IPEilCENT I U !PERCENT -------------------+------+--------+-----+--------+------+--------rncm.m LEVEL (AGRICULTURE) I I I I I I 

------------------------------! I I I I I 
III G'!-C ffl/E!l 2007~0 CFA/'J:1U I 101 I 75. 73 I 581 24. 271 239 I 100. 00 
---------------------------------+------+-------+-----+--------+------+--------
HED IUfl-HIGH C 93625-200740 I I I I I I 
CJ.i'A/YID I 1281 67.721 611 32.201 1091 100,00 
-----·--------------------------+-----+------+-----+--------+------+--------
NEU IUl.1-LON C 33234-93625 I I I I I I 
CFA/'t'ID I 1471 65. 631 771 34.331 2241 100.00 
----------------------------+-----+-------+-----+--------+------+--------
LOlf- ( IJflDEH 33234 CFJ\/YR) I 1151 62.161 701 37.041 Wal IC0.00 
-----------------------------+------+--------+------+--------+------+--------
ALL I 5711 60.221 2661 31.781 0371 100.00 
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respondents had provided some assistance to others in the last 

twelve months, as compared to 76 percent in the highest income 

category. This indicates that informal lending and assistance 

among rural households is a very widespread activity, with little 

differences between different income levels. 

A more important and interesting relationship exists between 

access to institutional loans and informal lending. Table 13 

shows the number of households providing informal loans or 

assistance in the last twelve months according to their degree of 

access to formal loans. Even households with no loans in the past 

five years engaged in some informal lending activity (63 percent 

of the households in this group). The proportion of respondents 

performing this activity increased as the access to formal credit 

improved. On average, two-thirds of the households that received 

two institutional loans or less in the past five years provided 

some type of informal loans or assistance. On the other hand, 

almost eighty percent of the respondents that obtained three or 

more formal loans in this five-year period engaged in informal 

lending activities. This relationship between access to 

institutional credit on the one hand, and supply of informal 

loans or assistance on the other hand, indicates some degree of 

transmission of credit supplied by institutional sources through 

the ini tia-1 befte-f ici&Fies to other meD1bers of the rural 

communities. The increased liquidity gained by the households 

that obtain formal loans allow them to engage in greater informal 

(170) 



TABLE 13 

INFOIDIAL LENDING. r.ELliTIONSHIP BETWEEN ACCESS TO INSTITUTIOI'TAL LOANS AND PROVIS ION OF LOANS TO OTHERS 

LOANS on ACS ISTAUCE LAST 12 
I mHITHS I 
1-------------------------------1 
I DID PllOV IDE I DID NOT PllOV IDE I A.LL 
1---------------+---------------+-----------
I H IPEn1::EHT I n IPEP..CEHT I n IPEilCEHT 

-------------------+------+--------+-----+-------+------+--------
IH3T. urn.HJ rn LAST FI VE YE/\.11.G I I I I I I 
------------------------------1 I I I I I 
ricrm 1 2091 63.141 1221 S6.B61 3311 100.00 
-----------------------------+------+-------+-----+------+-----+--------
mm I 196 I 65. 99 I 1G 1 I 34. 01 I 297 I 100. 00 _____ :_ ________________________ +------+--------+------+--------+------+--------
THO I 911 67.411 4~1 32.691 1351 100.00 
-----------------------------+------+--------+----+--------+------+--------
TIInEE I <Vi'I 33.931 91 J.6.071 ti61 100.00 
-----------------------------+------+--------+-----+--------+------+--------1 
FOUH I 20 I 76. 92 I 6 I 23. 031 26 I 109. 001 
-----------------------------+------+--------+------+--------+------+--------1 
FI VE I 16 I 72. 73 I 6 I 27. 27 I 22 I 100. 00 I 
------------------------------+------+--------+-----+--------+------+--------1 
rmnE TUl"J.ll F I VE I 26 I G3 . G7 I 5 I 16 • 13 I 3 1 I 100. 00 I 
------------------------------+-----+-------+------+--------+------+--------1 
ALL I 6051 67.371 2931 02.631 ega1 100.001 
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lending than they might do if they did not have access to 

institutional loans. 

This section has shown clearly the importance of informal 

transactions between rural households as a mechanism of 

transmission and reallocation of liquidity. In a twelve-month 

period, more than eighty percent of the rural households received 

some sort of loans or assistance, whereas at least two-thirds of 

the same households engaged in some form of informal lending or 

provision of assistance to others. Cash transactions were 

important, even though in-kind transactions (primarily grains) 

were predominant. This should not be surprising since in-kind 

transactions are likely to be the least costly type of 

transaction at the village level. Informal borrowing and lending 

may explain an important part of the use of temporary surpluses 

generated in rural activities. This subject will be discussed 

further in Chapter IV along with the role of institutional and 

non-institutional savings in the rural economy. 

(172) 
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APPENDIX TO SECTION C 
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TABLE A. l 

CNCA-BORROWERS SUB-SAMPLE. OBSERVATIONS BY DEPARTMENT AND ETHNIC GROUP 

I DEPARTNENT I 
1-------------------------------------------------------1 
I NIAl'IEY I DOSSO I TAIIOUA I MAilADI I ALL 
!-------------+-------------+-------------+-------------+-------------
! N !PERCENT I N !PERCENT I N IPEilCENT I N IPEUCENT I N !PERCENT 

~---~--~------------------+----+--------+----+--------+----+--------+----+--------+----+--------
ETHNIC GROUP I I I I I I I I I I 
------------------------------1 I I I I I I I I I 
HAOUSSA I 71 8.431 61 8.331 171 70.831 421 B7.501 721 31.72 
------------------------------+----+--------+----+--------+----+--------+----+--------+----+--------
BERIBERI I • I • I • I • I 1 I 4. 17 I 3 I 6. 25 I 4 I I. 76 
------------------------------+----+--------+----+--------+----+--------+----+--------+----+--------
DJERNA I 571 63.671 651 90.281 . I • I 11 2.081 1231 54.19 
------------------------------+----+--------+----+--------+----+--------+----+--------+----+--------
PEULH I 1 I 1 . 20 I 1 I 1 . 39 I • I • I • I . I 2 I 0. 08 
------------------------------+----+--------+----+--------+----+--------+----+--------+----+--------
TOUAREG I 131 15.661 .I .I 61 25.001 21 4.171 211 9.251 
-------------------~----------+----+--------+----+--------+----+--------+----+--------+----+--------1 
GOURNANTCHE I 5 I 6 . 02 I • I . I • I • I • I • I 5 I 2. 20 I 
------------------------------+----+--------+----+--------+----+--------+----+--------+----+--------! 
ALL I 33 I 100. 00 I 72 I 100. 00 I 2-'!· I 100. 00 I •Hl I 100. 00 I 227 I 100. 00 I 
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TABLE A.2 

OVERALL SAMPLE. OBSERVATIONS DY ETHNIC GROUP AND SEX 

I SEX I 
1---------------------------1 
I MALE I FEMALE I ALL 
1-------------+-------------+-------------

I I N I PERCENT I N I PERCENT I N I PERCENT 
1------------------------------+----+--------+----+--------+----+--------
IETIINIC GROUP I I I I I I 
1------------------------------1 I I I I I 
I HAO USS A · I 3 17 I 9 1. 88 I 281 8. 12 I 345 I 100. 00 
1------------------------------+----+--------+----+--------+----+--------
IBERIIlERI I 331 82.501 71 17.501 401 100.00 
1------------------------------+----+--------+----+--------+----+--------
IDJERHA I 3461 94.281 211 5. 721 3671 100. 00 
1------------------------------+----+--------+----+--------+----+--------I 
IPEULH I 391 90.701 41 9.301 431 100.601 
1------------------------------+----+--------+----+--------+----+--------I 
ITOUAREG I 671 88.161 91 11.841 761 100.001 
l------~-----------------------+----+--------+----+--------+----+--------1 
I GOURHANTCHE I 7 I 100. 00 I . I . I 7 I 100 . 00 I 
!------------------------------+----+--------+----+--------+----+--------! 
IALL I 8091 92.14.ol 691 7.861 8781 100.001 
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TABLE A. 3 

RANDOM SUB-SAMPLE. OBSERVATIONS BY ETHNIC GROUP AND SEX 

I SEX I 
1---------------------------1 
I HALE I FEUALE I ALL 
l-------------+-------------+-------------
1 N I PERCENT I N I PERCENT I N I PERCENT 

------------------------------+----+--------+----+--------+----+--------
ETHNIC GROUP I I I I I I 
------------------------------1 I I I I I 
HAOUSSA I 172 I 98. 29 I 3 I 1. 711 175 I 10!0. 00 ___________________ ....; __________ -t------t----------t------~---------t------t---------
BERIDEnI 261 96.301 11 3.701 271 100.06 
------------------------------+----+--------+----+--------+----+--------
DJEili'lA I 123 I 96 • 09 I 5 I 3. 9 1 I 128 I 100 • 00 
------------------------------+----+--------+----+--------+----+--------
PEULH I 181 94.741 11 5.261 191 100.00 
-----------------------------~+----+--------+----+--------+----+--------
TOUAREG I 411 95.3al 21 4.651 431 100.00 
------------------------------+----+--------+----+--------+----+--------
GOUmlAl'ITCHE I 21 100. 00 I • I • I 21 100. 00 
------------------------------+----+--------+----+--------+----+--------

I ALL I 3321 96.951 121 3.051 3941 100.00 
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TABLE A.4 
CNCA-BORROWERS SUB-SAMPLE. OBSERVATIONS BY ETHNIC GROUP AND SEX 

I SE}C I 
1-------------1 
I HALE I ALL 
1-------------+-------------
I N I PERCENT I N I PERCENT ------------------------------+----+--------+----+--------

ETH.NI C GROUP I I I I 
------------------------------1 I I I 
IIAOUSSA I 72 I 100. 00 I 72 I 100. 00 ------------------------------+----+--------+----+--------
BER I BER I I 41 100.001 41 100.00 ------------------------------+----+--------+----+--------
DJERHA I 1231 100.001 1231 100.00 ------------------------------+----+--------+----+--------
PEULH I 2 I 100. 00 I 2 I 100. 00 ------------------------------+----+--------+----+--------
TOUAREG I 211 100.001 211 100.0G 
------------------------------+----+--------+----+--------
GOURHANTCIIE I 5 I 100. 00 I 5 I 100. 00 
------------------------------+----+--------+----+--------
ALL I 2271 100.001 2271 100.00 
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TABLE A.5 

CNCA-BORROlVERS SUB-SAMPLE. NUl'IBER OF HOUSEHOLDS PER FAMILY AND AVERAGE FAMILY SIZE, BY ETHNIC GROUP 

I HOUSEHOLDS-I HOUSEHOLD 
I /FAMILY I SIZE 
(------------+------------
' NEAN I HEAN ------------------------------+------------+------------

ETHNIC GROUP I I 
------------------------------! I 
IIAOUSSA I 2.481 10. 19 
------------------------------+------------+------------
DEnI nEnI I {L 251 '). 'i"u 
------------------------------+------------+------------
DJERHA I 2.631 8.80 
------------------------------+------------+------------
PEULII I 3.001 5.50 
------------------------------+------------+------------
TOUAREG I 2. 051 7. 10 
------------------------------+------------+------------
GOURl'IANTCHE I 2. 00 I 8. 80 
1------------------------------+------------+------------
IALL I 2.531 9.07 

H 
H 
H 
I 

() 



TABLE A.6 
CNCA-BORRO~\IERS SUB-SAMPLE. LITERACY OF THE HEAD OF HOUSEHOLD 

!LITERACY HEAD OF IIOUSEilOLD 
1---------------------------
1 YES I NO 
1-------------+-------------
I N I PERCENT I . N I PERCENT 

------------------------------+----+--------+----+--------
ETHNIC GROUP I l I I 
------------------------------! I I I 
111\0USSA _ I 341 47.221 381 52.78 
------------------------------+----+--------+----+--------
llER IBEill I 41 100. 00 I . I 
------------------------------+----+--------+----+--------
D.JERl'IA I 531 4•3.091 701 56.91 
------------------------------+----+--------+----+--------

! PEULH I l I 50. 00 I 1 I 50. 00 
1------------------------------+----+--------+----+--------
ITOUAREG I 141 66.671 71 33.33 
!------------------------------+----+--------+----+--------
! COURNANTCIIE I 21 4·0. 001 31 60. 00 
!------------------------------+----+--------+----+--------
!ALL I 1081 47. 581 1 19 I 52. 42 
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TABLE A.7 
CNCA-BORROWERS SUB-SAMPLE. LITERACY OF OTHER MEMBERS OF THE HOUSEHOLD 

I LITERACY OTHER JliEHDERS OF 
I HOUSEHOLD 
!---------------------------
' YES I NO l-------------+-------------
1 N !PERCENT I N !PERCENT 

------------------------------+----+--------+----+--------
ETIIN IC GROUP I I I I 
------------------------------! I I I 
HAOUSSA I 511 70.831 211 29.17 
------------------------------+----+--------+----+--------
llED I BERi I 41 100.001 . I 
------------------------------+----+--------+----+--------
DJERl'lA I 901 73.171 331 26.83 
------------------------------+----+--------+----+--------! 
PEULII I 2 I 100. 00 I . I . I 
------------------------------+----+--------+----+--------! 
TOUAREG I 151 71.431 61 28.571 
------------------------------+----+--------+----+--------! 

IGOURNANTCIIE I 21 40.001 31 60.001 
1------------------------------+----+--------+----+--------I 
IALL I 1641 72.251 631 27.751 
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TABLE A .8 

MEDIAN VALUES OF AG.INCOME AND AG.ASSETS BY SUD-SAMPLE, CFA FRANCS 1934 

I I I IHEDIAN VALUE 
lf'DmIAN VALUEIHEOIAN VALlJit:IJIJEDIAN VALUE! OF AG. 
I OF CROPS IOI<' LIVESTOCK I OF AG. ASSETS I INCONE 

------------------------------+------------+------------+------------+------------
SUB-SAHPLE I I I I 
------------------------------! I I I 
RANDOU I 66299.941 22998.401 27686.701 79347.56 
------------------------------+------------+------------+------------+------------
LEADEns I 81794. 971 71529. 561 127053.971 102787. 66 
------------------------------+------------+------------+------------+------------
UOPIBN I 0.001 1073.601 1610.401 4151.04 
------------------------------+------------+------------+------------+------------
CNCA IlORROWEllS I 92819. 941 35705. 56 I 173205. 56 I 12'!>670. 50 
------------------------------+------------+------------+------------+------------
INilAN- I CR IS AT I 73569. 941 56396. 001 64065. 50 I 90067. 38 
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TAilLE A.9 
OVERALL SANPLE. mco~-LB\'"EL DISTnlDUTION OF DH'FEP..El'IT ETIINIC Gil.OUP8, IlJ).GED ON EOTU1ATED AGR. rncmIB 1934 

I umm-rE LEVEL ( AGRICULTURE) I 
1-------------------------------------------------------1 
I :men-< OVER I HF.DIUH-HIGH I H!!:OIUrl-LOW I I 
I 200?·~·0 I ( 1)362~5-200'7·~0 I ( t.~~~;J.,l·-%:6~.m I LOU-( um:wn I 
I Cl~1'VHD I t:t•'lVYID I CFh./YiD I ~32~N U(•'fl/'d.D I ALL 
1-------------+-------------+-------------+-------···-----+-------------

----------------------------+----·:----------: ... -----:.---------·:------!-------·-----:------:-------·----:------:---------
ETml IC Cf:i.OUJ? I I I I 
------------------------------1 I I I I 
nA<OU33A I 531 16.lGI 6~1 19.G 11 1071 ~:~. G2 I 10~ I :n . 'l l I 32U I 100. 00 
------------------------------+----~·--------+----+--------+----1·--------·~----·~--------+----+--------
mmrnrm1 <j I 61 lLi. '/9 I 91 ~0.COI 301 100.00 
------------------------------+----+--------+----·~--------+----·~--------·~----1---------+----+--------
DJEI:.Hh I 15'?1 25. 7~~ I 'ii'G I 19. ~~I 3Li I 9.021 3a31 100.00 --------------------·----------··?----.. :·--------·:------:----------:------:-----------:------:-------·---:------:--·-------
PEULII 131 31.'.i'll 101 ti> I f~.201 411 100.0D 
------------------------------+----+--------+----+--------+----~--------~----+--------+----+--------
'fOUAREG <} I 13.0•1 I 161 ~tj.\.'DI. 201 2G.091 691 100.00 
------------------------------+----+--------+----+--------+----+--------+----·:·--------+----+--------
COUIUlANTCHE 21 2~!. {i'l I 31 21 :l:G.a'll 't I 100.00 
------------------------------+----+--------+----+--------+----+--------·~----+--------+----+--------
LLL ~2. 131 C361 lGO.OU 
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TliJJLE A.10 

OVERALL GANPLE. NUNG:ZP. OP rrn:::TITUTIQNAL LG>Am.J ODTAINED nY IIIDIVIDUALG IN ·nm Ll\GT FIVE W:AI'.'J, nY ETHNIC CROUP 

H 
H 
H 

I ---------------------------------·---------·----------------···----------------·-------------------------·---------------------------- l.l 
I rnirnm.n OF UMIJU rn LAUT Fl VE Yli:Ano I 
1------------------------·------·------------------------------------------------------- I 
I I I I I I I IJ:OHE TUAH I 
I HONE I ONE I 'I'l!D I TIIIIBJ:o: I FOUH. I l" I VE I FI Vl<: I ALL 
l-----------+-----------+-----------+-----------+-----------+-----------+-----------+-----------
1 H I l'CT I N I PCT I ll I PCT I H I l'if:'f I II I P.CT I If I J?iCT I N I l'C'l' I N I PCT 

--------------·!·----·:--------:------:--------:------·:--------l-----·:--------;-----·:·-------:---·--r!-------+----+------+-----r------
ETIIl'HC cnoUP I I I 

I 
G.G61 

I 
I 

I 
I 

Ml 

I 
I 

~.001 

I 
I 

201 

I 
------------------------------1 I I I I I I I I 
IIAOUSOA I 1101 3~.001 1061 30.201 l~GI lG.COI 111 ~. 1·"11 I 5. 71 I 350 I 100. 00 
------------------------------+----·+------+----+------+----+------+----+------+----~-------+----+------+----+------+----+------
llEllIBEnI I. !"~I 3~.COI IGI -:.(J.001 t!ol 10.()JI :'..'~I U.001 31 'i.Ui<lJI • I • I 11 3.liOI .:!·01100.00 
-------------------------------:·---···:---------:----·-+--------:------:·-------:------··!·-------+----·:------·-··!·--·--·:·------+----+-------:-----+------
DJEllHA I !·.'.<ii 3~Lu21 1:201 ~·;..w1 Ll01 M.IJII ~~11 G.Uvl A21 ::;;.1·:1 .,.I l..3GI 'Cl t.U.51 3"?31100.00 
------------------------------+----·+------+----+-------~----+-------:------:-------+-----~-------:------:-------+----+------+----+------
l'EULII GI W.%1 '1ol 0. :JO I . I • I • I . I 21 ~.651 ~31100.00 

------------------------------~------+-------:-----+------+-----:------·-+----+------~-----~-------:------:------+----+------+----+------
TOUi\.ImG ;_.;.-j I 30 . 'i'l I 121 W.8.zll • I . I J.I 1 .201 1 I 1 • 2:8 I 731100.00 
1-------------------------------~-----:-------+----+------+-----~------+----+------+----~------+-----~------+----+------+----+------
I GOUHNAIITCHE 11 M.20 I ,;_.I !j'(. MI 11 M.'.~·)I 11 M.:.1;0 I • I . I . I . I . I . I 71100.00 
1------------------------------+-----~------+----+------·~----+-------:-----+-------~----+------+---·-:------+----+------+----+------
11\.LL 201 311 3.~61 0061100.00 
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TABLE A.13 

RANDOM SUB-SAMPLE. DISTRIBUTION OF INSTITUTIONAL LOANS BY LOAN-SIZE CATEGORY, BY INCOME LEVEL OF THE BORROWER 

I LOAN SIZE I 
1---------------------------------------------------------------1 
I I I I LESS THAN 400 I 
IOVER 113000 CFAl9000-ll3000 CFAI 400-9000 CFA I CFA I ALL 
l---------------+---------------+---------------+---------------+---------------
1 N I PERCENT I N I PERCENT I N I PERCENT I N I PERCENT I N I PEHCENT 

-----------------------+------+--------+------+--------+------+--------+------+--------+------+--------
INCOME LEVEL <AGRICULTURE> I I I I I I I I I I 
------------------------------1 I I I I I I I I I 
HIGH-COVER 200740 CFA/YR) I 21 8.701 121 52.171 51 21.741 41 17.391 231 100.00 
------------------------------+-----+--------+------+--------+------+--------+------+--------+------+--------
J.IIED IUM-HIGH (93625-200740 I I I I I I I I I I 
CFA/YR) I 21 4.441 121 26.671 101 22.221 211 4 .. 6.671 451 100.00 
----------------------------+-----+-------+------+--------+------+--------+------+--------+-----+--------
MEDIUM-LOW ( 33234-93625 I I I I I I I I I I 
CFA/YR) I 21 4.551 41 9.091 141 31.821 24.ol 54.551 441 100.00 
------------------------------+------+-------+------+--------+------+--------+------+--------+~---+--------
LOW-<UNDER 33234 CFA/YR) I • I • I 41 6.901 261 44.831 281 48.281 581 100.00 
--------------~~=-------------+------+--------+-----+--------+------+--------+------+--------+-----+--------
ALL I 61 3.531 321 18.821 551 32.351 771 4 .. 5.291 1701 100.00 
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TABLE A.14 

CNCA SUB-SAMPLE. DISTRIBUTION OF INSTITUTIONAL LOANS BY LOAN-SIZE CATEGORY, BY INCOME LEVEL OF THE BORROWER 

I LOAN SIZE I I 
1------------------------------------------------------------1 I 
I I I I LESS TIIAN 400 I I 
IOVER 113000 CFAl9000-113000 CFAI 400-9000 CFA I CFA I ALL I 
1---------------+---------------+---------------+---------------+------------;...---I 
I N I PERCENT I N I PERCENT I N I PERCENT I N I PERCENT I N I PERCENT I 

--------------------+-----+--------+------+--------+------+--------+------+--------+------+-------- I 
INCOME LEVEL <AGRICULTURE> I I I I I I I I I I I 
------------------------------1 I I I I I I I I I I 
HIGH-COVER 200740 CF.A/YR) I 291 55.771 221 42.311 • I • I 11 1.921 521 100.001 
------------------------------+-----+--------+------+--------+------+--------+------+--------+------+--------1 
MEDIUM-HIGH (93625-200740 I I I I I I I I I I I 
CF.A/YR) I 311 63.271 171 34.691 11 2.041 .I .I 491 100.001 
------------------------------+------+--------+------+-------+------+--------+------+--------+------+--------1 

H 
H 
H 
I 

(') 

f--' MEDIUM-LOW <33234-93625 I I I I I I I I I I 1 ·· 1··· 
oo CFA/YR) I 341 68.001 151 30.001 11 2.001 .I .I 501 100.001 
-...J ------------------------------+------+--------+-----+-------+------+--------+------+--------+------+--------1 

LOW-CUNDER 33234 CFA/YR) I 121 41.381 151 51.721 . I . I 21 6.901 291 100.001 
------------------------------+------+--------+------+-------+------+--------+------+--------+------+--------1 
ALL I 1061 58.891 691 38.331 21 1.111 31 1.671 1801 100.001 
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TABLE A. 15 

INFOILT?'AL BOilROlHNG BY THE HEAD OF THE HOUSEHOLD : 
IlEL.l\TIVE§ AS SOURCES OF LOANS AND ASSISTANCE, BY SUB-SAID'LE 

I BORROWING FROH RELATIVES I 
!--------~----------------------! 

I NO I YES I ALL 
!---------------+---------------+---------------
' H !PERCENT I H !PERCENT I N !PERCENT 

---------------------~-------+------+--------+------+--------+------+--------
SUB-SAHPLE I I I I I I 
------------------------------! I I I I I 
RANDVH ' I 1761 44.221 2221 65.781 3981 100.00 
------------------------------+------+--------+------+--------+------+--------
LEADEns I 211 47. 73 I 23 I 52. 27 I '44 I 100. 00 
------------------------------+------+--------+------+--------+------+--------
l'lOHEH I 34 I 49 • 281 36 I 50. 72 I 69 I 100 • 00 
------------------------------+------+--------+------+--------+------+--------

' CNCA BUIUlOWEllS I 1371 59. 57 I 931 40. 431 230 I 100. 00 
!------------------------------+------+--------+------+--------+------+--------
' Il'UlAN-IClllSAT I 651 41.401 921 58.601 1571 100.00 
1------------------------------+------+--------+------+--------+------+--------
IALL I 4331 48.221 4651 51.781 8901 100.00 
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TABLE A • 16 
INFOID11\L B'ORnOWING BY THE HEJ\.D OF THE HOUSEHOLD : 

FfiIEI'TDS Mm l'lEIGIIBORS AS SOUllCES OF LOANS AND ASSISTANCE, BY SUB-SAMPLE 

BOIUlOWING FllOl'I FlllENDS OR I 
I NE I GIIUOHS I I 
1-------------------------------1 I 
I no I YES I ALL I 
1---------------+---------------+---------------. 
I N I PEllCENT I H I PEllCEHT I H I PERCENT 

------------------------------+------+--------+------+--------+------+--------
SUB-SAI1I'LE I I I I I I 
------------------------------1 I I I I I 
IWWOII I 2651 66.581 1331 33.4·21 3931 100.00 
------------------------------+------+--------+------+--------+------+--------
LEADEHS I 331 75.001 111 25.001 441 100.00 
------------------------------+------+--------+------+--------+------+--------
HOrlEH I 531 84.061 111 15.941 691 100.00 
------------------------------+------+--------+------+--------+------+--------
CilCII. nommmms I 1B3 I 79. 57 I 47 I 20. 43 I 230 I 100. 00 
------------------------------+------+--------+------+--------+------+--------
INilAN- l CfilSAT I 901 57.321 671 42.601 1571 100.00 
------------------------------+------+--------+------+--------+------+--------
ALL I 6291 70.041 2691 29.961 8981 100.00 
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TABLE A .17 

INFORl'IAL BORROWING BY THE HEAD OF THE HOUSEHOLD : 
TI1ADERS AS SOURCES OF LOANS AND ASSISTANCE, BY SUB-SAI"IPLE 

I BORROWING FROM 'rnADEilS I 
1-------------------------------1 
I NO I YES I ALL 
l---------------+---------------+---------------
1 N I PERCENT I N I PERCENT I N I PERCENT ------------------------------+------+--------+------+--------+------+--------

SUB-SAMPLE I I I I I I 
--------------~---------------1 I I I I I 
HAHIJOH I 3081 77. 39 I 90 I 22. 6 1 I 390 I 100. 00 
------------------------------+------+--------+------+--------+------+--------
LEADEns I 381 86.361 61 13.641 441 100.00 
------------------------------+------+--------+------+--------+------+--------
llUf'IEH I 641 92.751 51 7.251 691 100.00 ------------------------------+------+--------+------+--------+------+--------
Cf!CA 1mrmmTEilS I 197 I 85. 65 I 33 I 14. 35 I 230 I 100. 00 
------------------------------+------+--------+------+------~-+------+--------
rnnAIT- I Cr..I SAT I 1201 76.431 371 23.571 1571 100.00 
------------------------------+------+--------+------+--------+------+--------
ALL I 727 I 80. 96 I 171 I 19 • 04 I 898 I 100. 00 
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TABLE A. 18 

INFORNAL BOIUlOWING BY THE HEAD OF THE HOUSEHOLD : 
OTIIl.m SOURCES OF LOANS AND ASS I STANCE, BY SUB-SA1'1PLE 

I INFOIU'1AL BORilOWING FltOlll OTHER I 
I SOURCES I 
1-------------------------------1 
I rm I YES I ALL 
l---------------+---------------+---------------
1 N IPEilCENT I N IPEHCENT I N !PERCENT 

------------------------------+------+--------+------+--------+------+-~------
SUB-SAI!PLE I I I I I I 
------------------------------! I I I I I 
TIAJWOH I 2211 55.531 1771 44.4•71 3901 100.00 
------------------------------+------+--------+------+--------+------+--------
LEADEnG I 231 52.271 211 47.731 441 100.00 
------------------------------+------+--------+------+--------+------+--------wornm 1 631 91.301 61 a.701 691 100.00 
------------------------------+------+--------+------+--------+------+--------
CNCA BUHHCWEHG I 1261 54. 781 1041 45. 221 2301 100. 001 
------------------------------+------+--------+------+--------+------+--------! 
IlT.RAN-ICillGAT I 171 10.831 1401 89.171 1571 100.001 
------------------------------+------+--------+------+--------+------+--------1 
ALL I 450 I 50. I 1 I 448 I 49 • 89 I 898 I I 00. 00 I 
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TABLE A . 19 

INFOIUli\L' nonnm1mc. rmmmn OF SOURCES OF LOANS AND ASSISTANCE FOR TIIE HOUSEHOLD, OVERALL SAMPLE ---------------------------------.. -------------------------------------------·---------------------------------------------------
' INFOHl'li\L LOANS Fon SPOUSE (LAST 12 MONTHS) I 
l------------------------------------~-------------------------------------------1 
I IIOIIE I ONE I TWO I THREE I FOUR I ALL I 
1----------------+---------------+---------------+---------------+---------------+---------------I 
I I l'EHCEfff I I l'EllCENT I I l'EllCENT I I PEilCENT I I PERCENT I I PEilCENT I 

I I H IOF TOTAL! N IOF TOTJ\.LI N IOI~ TOTAL! N IOF TOTAL! N IOF' .TOTA.LI N IOI~ TOTALI 
1------------------------------+-------·:---------+------+--------+--·-·-·--+--------+------+--------+-----+--------+------+-------- I 

~ I IHFOIUIM, UM.r1!3 FOil HEAD Of I I I I I I I I I I I I . I 
\D IIIOUmmuLD (LAST 12 MONTijS) I I I I I I I I I I I I I 
N 1------------------------------1 I I I I I I I I I I I 

I nmm I 1 '.!·3 I 1 Ii. 92 I 11 I 1 . 22 I 7 I 0. 78 I 2 I 0. 22 I . I . I 163 I 18. 15 
1------------------------------+-------·~--------+------+--------+----+------·--+------+--------+-----+-------+------+--------
I OI'!E I ~~·'J.'} I 27. 73 I 38 I 4. 23 I 22 I 2. 45 I 5 I 0. 56 I . I . I 314 I 34•. 97 
1------------------------------+------+--------+------+--------+------+--------+------+--------~--·-----+--------+------+--------

l 'l'tfO I 176 I 19. 60 I 4·0 I 4. 451 4·2 I 4. 681 5 I 0. 56 I . I . I 263 I 29. 29 
1------------------------------+------+--------+------+-------+------+--------+------+--------+------+--------+------+--------
ITHtmE I 671 7.4 .. 61 231 2.561 221 2.4•51 61 0.671 11 0.111 1191 13.25 
1------------------------------+------+--------·~------+--------+------+--------+------+--------+------+--------+------+--------
I FOUil I 2?. I 2. 45 I 7 I 0. 781 8 I 0. 89 I . I . I 2 I 0. 22 I 39 I 4. 34 
1------------------------------+-·-----·:---------+------+-·-------+------+--------+------+--------+------+--------+------+--------
I J\LL I G57 I 73. 16 I 11 9 I 13. 25 I 101 I 11 . 25 I 181 2. 00 I 3 I - 0. 33 I 89fl I l 00. 00 
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Chapter III 

D. INFORMAL FINANCE FROM THE SUPPLY SIDE: 

MERCHANT CREDIT IN RURAL NIGER 

Given the overwhelming role of informal finance 

documented at the village level, it was felt useful to 

investigate further the role of the merchant in the flow of 

informal credit to and within the village setting. Therefore 

a survey of wholesale and retail merchants was carried out in 

April and May 1986 along with a survey of tontine and money

keeper activity at the village level. 

The sample frame was the same 22 villages that formed 

the random sample set of villages in our survey of village 

households in the summer of 1985. During our earlier 

household survey, we had already listed the names of village 

retailers from our randomly sampled village respondents. 

Interviewers in the later survey then went down the list 

randomly to pick several village retailers for interviews. 

Two additional villages were added to the original 22 to 

increase the sample size to 58 retailers. 

The wholesaler sample was more loosely designed. Here 

we relied largely on the opinion of animateurs and Sous 

Prefets as to which merchants could be considered wholesalers 

in or near the villages we wished to sample. In the end 38 

wholesale merchants were chosen from the original sample 

frame of 22 villages plus 7 additional village sites. Retail 

merchants always lived in the village in which they made 

(193) 
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loans. Wholesalers, on the other hand, either lived in the 

village or in larger regional towns. 

1. Comparative Profile of Wholesalers and Retailers 

Table 1 presents the ethnic and geographical 

distribution of both wholesalers and retailers in our sample. 

Hausa and Zarma merchants, as expected, account for a 

substantial majority of our merchant classes. Panel B 

indicates the wide distribution of both of our merchant 

groups across the spatial landscape of Niger. 

Table 2 presents a much wider range of comparative 

indicators for wholesalers and retailers. These contrasting 

profiles allow us to establish the striking differences that 

exist in the business and financial activity between 

wholesale and retail merchants in rural Niger. The first 

five rows of Table 2 set forth revealing contrasts in the 

nature of the enterprises and the supply of credit to finance 

their operations. Wholesalers have almost universal access 

to credit with 87 percent having received loans in the 

previous year. Retailers also had ample access to credit. 

However there are sharp differences in the sources of credit 

to the two groups of merchants. Whereas banks supply the 

major source of credit to wholesalers, they are an 

inconsequential source of credit to retailers. Retail 

merchants rely much more upon other merchants (namely the 

(194) 
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Table 1 

Ethnic Group and Locales for the 38 Wholesale and 
58 Retail Merchants in the Rural Finance Project Survey 

A. Ethnic Group 

Wholesalers No. % Retailers No. __ %_ 

1. Haoussa 25 65.8 1. Haoussa 35 60.3 
2. Zarma 10 26.3 2. Zarma 13 22.4 
3. Peulh 3 _!.& 3. Peulh 4 6.9 

38 100.0 4. Beriberi 3 5.2 
5. Touareg 2 3.4 
6. Gourmautche 1 --1:1 

TOTAL 58 100.0 

B. Arrondissements 

Wholesalers No. % Retailers No. % 

1. Say 2 5.3 1. Say 9 15.5 
2. Tillabery 4 10.5 2. Tillabery 4 6.9 
3. Fillingue 3 7.8 3. Fillingue 5 8.6 
4. Loga 3 7.8 4. Loga 4 6.9 
5. Gaya 3 7.8 5. Ga ya 6 10.3 
6. Dogondoutchi 1 2.6 6. Mirriah 3 5.2 
7. Ronni 5 13.2 7. Ronni 5 8.6 
8. Tahoua 4 10.5 8. Tahoua 5 0.6 
9. Reita 2 5.3 9. Reita 3 5.2 

10. Madaoua 2 5.3 10. Madaoua 2 3.4 
11. Guidan-Roundji 5 13.2 11. Guidan Roundji 5 8.6 
12. Madarounf a 1 2.7 12. Madarounfa 5 8.6 
13. Tessadua 1 2.7 13. Magaria _7_ 3.6 
14. Mayahi 2 5.3 58 100.0 
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Table 2 

Comparative Profile of Business Activity for 38 Wholesale and 
58 Retail Merchants Operating in Selected Areas of Rural Niger 
from Selected Data in Rural Finance Project Survey, May 1986. 

1. Percent of Total No. 
with access to loans (%) 

2. Source of Credit (%) 

a) friends and relatives 
b) other merchants 
c) banks 
d) suppliers 
e) others 

3. Form of Credit (%) 

a) in money 
b) in goods 
c) both 

4. Type of Products Sold (%) 

a) cereals 
b) household items 
c) livestock products 
d) combination above 

5. Diversification of Business (%) 

a) essentially single activity 
b) multiple businesses 

6. Percent of total making 
loans to others 

a) in money 
b) in goods 
c) both 

7. Percent With Access to Loans 
Making Loans to Others (%) 

8. Average Loan Size as Borrower (CFA) 

(continued) 

(196) 

Wholesale 
Merchants 

(1) 

86.8% 

9.1 
24.2 
48.5 
12.1 

6.1 

51.5 
27.3 
21.2 

13.2 
71.1 
10.5 

5.2 

26.3 
73.7 

(23.7) 
(52.6) 
(18.4) 

64.0 

19,246,642 

94.7 

Retail 
Merchants 

(2) 

60.3% 

14.3 
57.1 

5.7 
20.0 

2.9 

22.9 
65.7 
11.4 

3.6 
60.7 

3.6 
32.1 

58.6 
41.4 

87.0 

(16.0) 
(31.0) 
(40.0) 

88.6 

399,564 
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Table 2 

Comparative Profile of Business Activity for 38 Wholesale and 
58 Retail Merchants Serving Selected Areas of Rural Niger 

from Selected Data in Rural Finance Project Survey, May 1986. 

9. 

10. 

(continued) 

Average Loan Size as Lender (CFA) 

Average Level of Liquid Assets and 
Value of Stock of Merchandise (CFA) 

11. Term Structure as Borrower (% Total) 

a) 0-30 days 
b) 31 - 365 days 
c) more than one year 
d) indeterminate line of credit 

12. Term Structure as Lender (% Total) 

a) 0-30 days 
b) 31 days to a year 
c) indeterminate line of credit 

13. Form of Reimbursement as lender (% Total) 

a) money 
b) in goods 
c) both 
d) no response 

14. Percent Purchasing Products (?6) 
from villagers 

a) no purchases 
b) cash purchases 

15. Percent in Tontines (?6) 

16. Percent" irr Moneyl\:eeper Role (%) 

(197) 

Wholesale 
Merchants 

(1) 
2,327,500 

3,863,017 

18.2 
39.4 
21.2 
21.2 

24.1 
13.8 
62.1 

66.6 
0.0 
3.4 

31.0 

n.a. 
n.a. 

5.3 

15.8 

Retail 
Merchants 

(2) 
24,286 

132,441 

34.3 
25.7 

0.0 
40.0 

46.9 
9.4 

43.7 

98.0 
0.0 
2.0 
0.0 

74.1 
25.9 

22.4 

37.9 
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wholesalers) as the principal source of credit for their 

village operations. 

At the same time there is a sharp contrast in the form 

of credit for the two groups of merchants. Wholesalers 

receive an important share of their total credit in the form 

of money (no doubt reflecting their important access to 

banks) while only 23 percent of the retailers receive their 

credit in money form. The widespread use of credit in kind 

for both merchant classes (but particularly for retailers) is 

a normal practice for merchants in many countries. This is 

further illustrated in line 6 where it can be seen that a 

substantial proportion of the on-lending activity for both 

consists exclusively of credit in kind or some mix of in kind 

credit. 

Thus wholesalers consign on credit important stocks of 

merchandise to retailers for later sale to villagers. 

Retailers in turn lend these goods to villagers, receiving 

payment later (in money form). Line 4 highlights the fact 

that household products form the major basis of this trade 

for both merchant classes. Finally it is clear from line 5 

that wholesalers are engaged more extensively in multiple 

businesses than retailers. 

Lines 6 and 7 underscore the fact that the initial 

supply of credit to both wholesalers and retailers, 

regardless of source or form, is also associated with a 

comparable flow of on-lending to their respective customers. 
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In brief, short term liquidity flows on downstream through 

the various layers of the commercial network reaching the 

village with 95 ··percent of the wholesalers and 87 percent of 

the retailers in our sample passing on loans to their 

respective clientele. Line 7 points out more directly that a 

substantial proportion of those merchants with access to 

credit also engaged in making loans to others. 

The evidence in lines 8, 9 and 10 clearly substantiates 

our choice of sample design that divided our merchants into 

wholesale and retail classes. The average loan size (as a 

lender or a borrower) and the level of liquid assets and 

value of merchandise stock are dramatically different. There 

is no doubt that we are dealing with two distinctly different 

merchant classes. 

The term structure of loans for both merchant classes 

are also illustrative of a different style of operation. 

Wholesalers (as borrowers) do have access to loans that can 

stretch out to one to two years in time (line 11). Retailers 

do not. Most loan sources for retailers restrict them to a 

much shorter repayment period (l to 2 months). The term 

structure as lender (line 12) offers additional insights on 

both merchant groups. Both wholesalers and retailers in 

effect trae9form-- their longM" · te101n soarce of funds into a 

shorter term structure for their borrowers. Furthermore 

wholesalers tend to convert much of their longer term supply 

of funds into an indeterminate period of time (i.e. a loose 
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open line of credit for their borrowers). Forty percent of 

retailers receive their funds as an indeterminate line of 

credit (line 11 d). This is matched by roughly an equal 

number (44 percent) lending out to their customers in a 

similar indeterminant credit line. These indeterminate lines 

of credit for both wholesalers and retailers are common to 

credit in-kind. In effect all parties are permitted to wait 

until their goods are sold before repaying their "in-kind" 

debts. In practice this represents a relatively short period 

of time. 

The final four lines (13-16) highlight the form of loan 

repayment, the market connection for village products, and 

the relative degree of merchant participation in indigenous 

savings activity. It is not surprising to note that a larger 

share of retail merchants participate in indigenous savings 

activity than wholesalers. The latter no doubt hold their 

savings in more formal forms in nearby towns or in their 

inventory of goods. The fact that an important share of 

retailers (38 percent) also act as money-keepers in their 

villages strongly suggests their merchant profession attracts 

a demand for providing deposit~ry services for villagers. In 

the end retail merchants perform valuable multiple tasks at 

the village level. They are sellers of household 

merchandise, lenders of credit in money and in kind, and act 

as a personal deposit institution for village savings. In 

carrying out these multiple services for villagers, retail 
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merchants clearly have the experience and the talent to 

assist in launching any formal approach towards financial 

intermediation at the village level. 

The retail merchant's role as a buyer of village 

products appears to be less extensive (line 14 b) than his 

other roles described earlier. This is interesting when 

combined with the fact that all his village borrowers 

apparently repay their loans with money rather than goods 

(line 13 a). This raises a question about the extent to 

which retail merchants use their role as a purchaser of 

products to extract implicit interest on their loans. All 

merchants (both wholesalers and retailers) denied charging 

any interest on their loans (either in money or in kind). 

This is clearly a sensitive issue in Niger and one would not 

expect a merchant to be very open about such matters to an 

unknown interviewer. 

In summary, in a single interview it is very difficult 

to determine the extent of implicit interest in extensive 

commercial transactions between merchants and their client

borrowers. To capture the nuances and multiple forms of 

implicit interest, a longitudinal (i.e. multiple visit) 

survey design is necessary to record all merchant 

transactiom!J' that crccur with clients over- a specified period 

of time. This is very data intensive and time consuming. As 

a result, this exceeded the capacity of our cross-sectional 
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survey strategy of April-May 1986 that had other target 

groups to interview such as tontines and money-keepers. 

Still much can be learned from the data that was 

collected. In addition to the revealing comparative profile 

of wholesale and retail merchant activity above, additional 

insights can be derived form the profile of this commercial 

activity by the level of implicit income or wealth of the 

merchant classes themselves. 

2. Merchant Lending and Borrowing by Relative 

Profiles of Income or Wealth. 

The next four sets of tables present the financial 

activity of wholesale and retail merchants in reference to a 

set of benchmarks of relative income or wealth. The latter 

is implied through the level of borrowing or lending activity 

or the level of liquid assets and the value of the stock of 

merchandise held by the merchants. 

Tables 3 and 4 set up the first contrast between the two 

merchant classes in terms of their access to loans on the one 

hand, and their level of liquid assets and merchandise 

inventory (assets for short). The trends in the two tables 

suggest that these assets in fact act as a form of collateral 

allowing both merchant groups to use this as a leverage to 

gain larger loans. In Table 3 there is a tendency for 

wholesalers with low assets to have access to relatively low 

valued loans. In contrast those wholesalers with relatively 
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TABLE 3 

SIZE CLASS PROFILE OF LOANS TO WHOLESALERS BY LIQUID ASSETS 
AND VALUE OF STOCK OF MERCHANDISE FOR THE SAMPLE OF 38 WHOLESALERS 

I LIQUID ASSETS & MERCHANDISE STOCK I 
!---------------------------------------------------! 
I NO I I 135,.0'.0'1- I 5.0',.0'.0'1- I 
!INFORMATION I 1-135,.0'.0'.0' I 8.0'.0',.0'.0'.0' I 11.0',.0'.0'.0' I TOTAL 
l------------+------------+------------+------------+------------
1 N. I X I N. I X I N. I X I N. I X I N. I X 

------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------
LOANS TO WHOLESALERS CCFA> I I I I I I I I I I ------------------------------! I I I I I I I I I 
NO LOANS I 11 11. 11 4 I 3.0'. 8 I 1 I 12. 5 I • I • I 6 I 15. 8 
------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------
8 ,.0'.0'.0'-6, .0'fJfJ, fJ.0'/8 I .I .I 51 38.51 51 62.51 31 37.51 131 34.2 
------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------
6 ,.0'.0'.0' ,.0'fJ1-2.0' ,fJ.0'.0' ,.0'.0'/8 I 41 44.41 21 15.41 .I .I 11 12.51 71 18.4 
------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------
2H, .0'fJ.0', .0'fJl- lf48, H.0'fJ, fJ.0'H I 41 44.41 11 7.71 .I .I 31 37.51 81 21.1 
------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------
LOANS WITHOUT INFORMATION I .I .I 11 7.71 21 25 . .0'1 11 12.51 41 1/8.5 
------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------
TOTAL I 91 lf4fJ.HI 131 lf4.0' . .0'1 81 1.0'/8./81 81 1.0'fJ . .0'1 381 lf4.0' . .0' 

-------------------------------------------------------------------------------------------------. ~ . . . 

TABLE 4 

SIZE CLASS PROFILE OF VALUE OF LOANS TO RETAIL MERCHANTS CIN CFA> 
BY LIQUID ASSETS AND VALUE OF MERCHANDISE STOCK 

FOR THE SAMPLE OF 58 RETAILERS 

I LIQUID ASSETS & MERCHANDISE STOCK I 
1---------------------------------------------------1 
I I I 5.0', .0'.0' 1- I 1 lf4, 18.0' 1- I 
I 7518-5,HfJ.0' 15,.0'/81-5.0',.0'.0'.0'1 llfJ,.0'.0'/8 I l,7.0'fJ,.0'.0'.0' I TOTAL 
l------------+------------+------------+------------+------------
1 N. I X I N. I X I N. I X I N. I X I N. I X 

------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------
LOANS TO MERCHANTS CCFA> I I I I I I I I I I 
------------------------------1 I I I I I I I I I 
PROO. LOANS OR NO LOANS I 121 52.21 51 35.71 31 3.0'.HI 31 27.31 231 39.7 
------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------
5 ,.0'.0'.0'-3fJ ,.0'.0'.0' I 71 3/8.41 21 14.31 21 2fJ • .0'1 11 9.11 121 2.0'.7 
------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------
3B ,B.0'1-l 5B ,.0'H.0' I 31 13./81 31 21.41 21 2.0' • .0'1 21 18.21 1.0'1 17.2 

l------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------
115.0',BHl-7,.0'.0'.0',.0'.0'B I 11 4.31 11 7.11 21 2.0' . .0'1 51 45.51 91 15.5 
1------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------I 
ILOANS WITHOUT INFORMATION I . I . I 31 21.41 11 lfJ • .0'1 . I . I 41 6.91 
1------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------I 
!TOTAL I 231 1.0'.0' . .0'1 141 1.0'.0' . .BI UTI l.0'fJ . .0'1 111 1.0'.0' . .0'1 581 1.0'.0' . .0'1 
-------------------------------------------------------------------------------------------------' 
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high levels of assets have access to much higher valued loans 

from their suppliers of finance (mostly banks and other 

merchants). 

This positive association between the level of assets 

and the level of access to loan finance is equally strong in 

the case of retail merchants (Table 4). A substantial share 

of those 23 retailers with low asset values in Table 4 either 

have no access to loans (12 retailers) or access to the 

lowest class of loans (7 retailers) while 7 of the 11 

retailers with the highest level of assets in the table also 

have access to loans in the highest loan class. It is 

logical to see the level of assets act as a form of implicit 

or explicit collateral, securing access to a loan consistent 

with these asset values. 

Tables 5 and 6 highlight the association between the 

sources of credit, on the one hand, and the loan size secured 

by wholesalers or retailers on the other hand. Banks clearly 

service all loan classes but this source clearly predominates 

the highest loan size class. Relatives and other merchants 

or suppliers stand out in the no loan or low loan size class. 

For retailers in Table 6 this pattern is somewhat altered 

since banks play a minor role in supplying credit to retail 

merchants. Still, the two retailers with access to bank 

credit secured loans in the highest loan size class as we 

would expect. However, merchants also play a key role in 
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TABLE 5 

SIZE CLASS PROFILE OF LOANS TO WHOLESALERS 
BY SOURCE OF CREDIT FOR THE SAMPLE OF 3B WHOLESALERS 

I SOURCE OF CREDIT FOR WHOLESALER I 
1-----------------------------------------------------------------------------1 
I PARENTS I TRADERS I SUPPLIERS I BANKS I OTHERS INO ACTIVITY I TOTAL I 
1------------+------------+------------+------------+------------+------------+------------I 
I N. I X I N. I X I N. I X I N. I X I N. I X I N. I X I N. I X I 

------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------
LOANS TO WHOLESALERS CCFAl I I I I I I I I I I I I I I 
------------------------------1 I I I I I I I I I I I I I 
NO LOANS I .I . I 11 12.51 .I .I .I .I .I . I 51 1.0'.0' • .0'1 61 15.B 
------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------
B , .0'.0'.0'-6, .0'.0'0, 0.0'0 I 3 I 1.0'JL .0' I 3 I 3 7. 5 I 2 I 50 . .0' I 5 I 31. 3 I • I . I • I • I 13 I 3 4 • 2 
------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------
6 ,.0'.0'0 ,.0'.0'1-2.0', .0'Z.0' ,.0'0fiJ I .I .I .I .I 11 25 . .0'1 51 31.31 11 5.0'.01 .I .I 71 18.4 
------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------
2.0', .0'.0'.0' ,.0'.0'1- lfJB, .0'.0'.0', JiJ.0'fJ I .I .I .I .I 11 25 . .0'1 61 37.51 11 5.0'.JiJI .I .I Bl 21.1 
------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------
LOANS WITHOUT INFORMATION I .I .I 41 5.0'.JiJI .I .I .I .I .I .I .I .I 41 1.0'.5 
------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------

I TOTAL I 31 1.0'.0' • .0'1 al 1.0'.0' . .0'1 41 lJiJ.0' . .0'1 161 l.0'JiJ • .0'1 21 1.0'.0' • .0'1 51 1.0'.0' • .0'1 3BI 1.0'.0' • .0' 

TABLE 6 

SIZE CLASS PROFILE OF VALUE OF LOANS TO RETAIL MERCHANTS CIN CFA) 
BY SOURCE OF CREDT FOR MERCHANTS FOR THE SAMPLE OF 58 RETAILERS 

I SOURCE OF CREDIT FOR MERCHANTS I 
1---------------------------------------------------------------------1 
I I I I I I I NO I 
I I I I I I IINFORMAT-1 
I PARENTS I FRIENDS I TRADERS !SUPPLIERS! BANKS I OTHERS I ION I TOTAL I 
1---------+---------+---------+---------+---------+---------+---------+---------1 
I N. I Y. I N. I Y. I N. I r. I N. I Y. I N. I X I N. I X I N. I X I N. I X I 

------------------------------+----+----+----+----+----+----+----+----+----+----+----+----+----+----+----+----1 
LOANS TO MERCHANTS CCFAl I I I I I I I I I I I I I I I I I ------------------------------! I I I I I I I I I I I I I I I I 
PROD. LOANS OR NO LOANS I .I .I .I .I .I .I .I .I .I .I .I .I 231 1.0'.0'1 23139.71 
------------------------------+----+----+----+----+----+----+----+----+----+----+----+----+----+----+----+----1 
5,.0'.0'fJ-3.0',.0'JiJ.0' I 3175 . .0'1 .I .I 5125 . .0'1 4157.11 .I .I .I .I .I .I 1212.0'.71 
------------------------------+----+----+----+----+----+----+----+----+----+----+----+----+----+----+----+----! 
3.0',.0'.0'1-15.0',.0'.0'.0' I 1125 . .0'1 .I .I 613.0' . .0'1 2128.61 .I .I 11 1.0'.0'1 .I .I l.0'117.21 
------------------------------+----+----+----+----+----+----+----+----+----+----+----+----+----+----+----+----1 
158,.0'.0'1-7,.0'.0'.0',JiJ0.0' I .I .I .I . I 613.0' . .0'1 1114.31 21 1.0'.0'1 .I .I .I .I 9115.51 
------------------------------+----+----+----+----+----+----+----+----+----+----+----+----+----+----+----+----! 
LOANS WITHOUT INFORMATION I .I .I 11 1.0'.0'1 3115 . .0'1 .I .I .I .I .I .I .I .I 41 6.91 
------------------------------+----+----+----+----+----+----+----+----+----+----+----+----+----+----+----+----! 
TOTAL I 41 1.0'.0'1 11 1.0'.0'1 2.0'1 1.0'.0'1 71 1.0'.0'1 21 1.0'.0'1 11 1.0'.0'1 231 lJiJ.0'1 SB I 1.0'.0'1 
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servicing the demand for large loans. Relatives and 

suppliers generally service the smaller loan demand. 

The association between the form in which credit is 

granted to the two merchant classes and loan size is 

portrayed in Tables 7 and 8. Here a majority of the money 

loans to wholesalers fall into the highest two loan sizes 

while product loans or a mix of money and credit in-kind fall 

into the lower loan sizes. For retailers (Table 8) money 

loans predominate in the larger loan sizes while product 

loans weigh more heavily in the lower loan size classes. 

Finally, Tables 9 and 10 set forth the association 

between the size of the money loans (in whole or in part) 

that wholesalers or retailers make to their customers and the 

size of loan finance these two merchant classes are able to 

secure for their business. Wholesalers with a supply of 

small loan finance also largely make small loans to their 

clients. Wholesalers with access to large loans also tend to 

make large loans to their clientele. The same generally 

holds true for retailers in Table 10. 

3. Concluding Remarks 

Wholesale and retail merchants play a dominant role in 

the flow of informal finance at the village level. A large 

share of both merchant groups have a high access to credit to 

finance their operations. Wholesalers larger secure their 

credit through banks while retail merchants at the village 
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TABLE 7 

SIZE CLASS PROFILE OF LOANS TO WHOLESALERS 
BY FORM OF CREDIT FOR THE SAMPLE OF 3B WHOLESALERS 

I FORM OF CREDIT I 
1---------------------------------------------------1 
I MONEY I PRODUCTS I BOTH INO ACTIVITY I TOTAL !------------+------------+------------+------------+------------
! N. I X I N. I X I N. I X I N. I X ' I X 

------------------------------+-----+------+-----+------+-----+---~--+-----+------ ----+------
LOANS TO WHOLESALERS CCFAl I I I I I I I I I I 
------------------------------1 I I I I I I I I I 
NO LOANS I .I .I 11 11.11 .I .I 51 lSS.SI 61 15.8 ------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------
B, .0'.0'.0'-6, J.0'.0', .0'fiJ.0' I 51 29.41 31 33.31 51 71.41 .I .I 131 34.2 ------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------

I 6 ,.0'.0'.0' ,B.0'1-2B, .0'lJB ,fiJ.0'B I 41 23.51 11 11.11 21 2B.61 .I .I 71 lB.4 l------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------
12fiJ,.0'BB,BJ1-1BB,lHHJ,f1.0'B I 71 41.21 11 11.11 .I .I .I .I Bl 21.1 1------------------------------+-----+-------+-----+------+-----+------+-----+------+-----+------
ILOANS WITHOUT INFORMATION I 11 5.91 31 33.31 .I .I .I .I 41 lB.5 1------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------
ITOTAL I 171 lBB.SI 91 US.SI 71 lSS.SI 51 lfiJB.SI 381 US.S 

TABLE 8 

SIZE CLASS PROFILE OF VALUE OF LOANS TO RETAIL MERCHANTS <IN CFA> 
BY FORM OF CREDIT FOR THE SAMPLE OF SB RETAILERS 

I FORM OF CREDIT TO MERCHANTS I 
1---------------------------------------------------1 
I I I I NO I 
I MONEY I PRODUCTS I BOTH !INFORMATION I TOTAL l------------+------------+------------+------------+------------
1 N. I " I N. I X I N. I X I N. I X I N. I X ------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------

LOANS TO MERCHANTS <CFA> I I I I I I I I I I 
------------------------------1 I I I I I I I I I 
PROD. LOANS OR NO LOANS I .I .I .I .I .I .I 231 UH.SI 231 39.7 ------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------
S ,BBB-3B ,.0'!M I 31 37.51 Bl 34.81 11 25 . .0'1 .I .I 121 2.0'.7 ------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------
3S ,fiJ.0'1-15.0' ,.0'fiJfiJ I 21 25.fiJI Bl 34.BI .I .I .I .I 1.0'1 17.2 ------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------
15.0' ,.0'.0'1-7 ,fiJ.0'fiJ ,.0'fiJB I 31 37.51 31 13.fiJI 31 75.fiJI .I .I 91 15.5 ------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------

I LOANS WITHOUT INFORMATION I .I .I 41 17.41 .I .I .I .I 41 6.9 1------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------
ITOTAL I Bl 1.0'.0' . .0'1 231 1.0'fiJ • .0'1 41 1.0'.0' • .0'1 231 1.0'fiJ • .0'1 581 1.0'.0'.B 
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TABLE 9 

SIZE CLASS PROFILE MONEY LOANS TO WHOLESALERS BY WHOLESALER LOANS 
TO BORROWER CLIENTELE FOR THE SAMPLE OF 38 WHOLESALERS 

!WHOLESALER MONEY LOANS TO OTHERS <CFA>I 
1--------------------------------------1 
IPROD. LOANS I I 188,881- I 
IOR NO LOANS I 1-188,888 I 3,888,888 I TOTAL 
!------------+------------+------------+------------! N. I X I N. I X I N. I X I N. I X 

------------------------------+-----+------+-----+------+-----+------+-----+------
LOANS TO WHOLESALERS <CFA> I I I I I I I I 
------------------------------1 I I I I I I I 
NO LOANS I 6 I 27. 3 I • I • I • I • I 6 I 15. 8 ------------------------------+-----+------+-----+------+-----+------+-----+------
8 ,BfJfJ-6 ,IWfiJ, fiJfiJB I 41 18.21 61 75 . .fJI 31 37.51 131 34.2 
------------------------------+-----+------+~----+------+-----+------+-----+------
6, fJfJ8, fiJ81-2B, fiJfiJ8, 888 I 61 27.31 11 12.51 • I .I 71 18.4 ------------------------------+-----+------+-----+------+-----+------+-----+------
2fiJ ,fiJfiJ8 ,881- lfJB, 888 ,8flfiJ I 31 13.61 .I .I 51 62.51 81 21.1 ------------------------------+-----+------+-----+------+-----+------+-----+------
LOANS WITHOUT INFORMATION I 31 13.61 11 12.51 .I .I 41 1.fJ.5 ------------------------------+-----+------+-----+------+-----+------+-----+------
TOTAL I 221 1.0'.0' . .0'1 81 18.0' . .0'1 81 1.0'.0' • .0'1 381 18/if..0' 

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

TABLE 1.fJ 

SIZE CLASS PROFILE OF VALUE OF LOANS TO RETAIL MERCHANTS <IN CFA> 
BY MERCHANT LOANS TO OTHERS FOR THE SAMPLE OF SB RETAILERS 

I MERCHANT MONEY LOANS TO OTHERS <CFA) I 
1----------------------------------------------------------------1 
IPROD. LOANS I I I 17,881- I NO I 
IOR NO LOANS ll,fiJ88-5,888 15,881-17,8881 2fiJ8,888 I INFORMATION I TOTAL 
1------------+------------+------------+------------+------------+------------
I N. I X I N. I X I N. I X I N. I X I N. I X I N. I X 

------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------
LOANS TO MERCHANTS <CFAl I I I I I I I I I I I I 
------------------------------1 I I I I I I I I I I I 
PROD. LOANS OR NO LOANS I 61 24 . .0'1 21 66.71 91 58.81 51 62.51 11 25.81 231 39.7 ------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------
5, fiJ.0'8-3!J ,fiJ88 I 51 28.fiJI 11 33.31 51 27.81 .I .I 11 25.81 121 28.7 ------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------
38,881-158 ,88/iJ I 61 24.81 . I .I 11 S.61 11 12.51 21 58.81 181 17.2 ------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------
l 58 ,881-7 ,888 ,8fl8 I 51 28.81 .I .I 21 11.11 21 25.81 .I .I 91 15.5 ------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------
LOANS WITHOUT INFORMATION I 31 12 . .0'1 .I .I 11 5.61 .I .I .I .I 41 6.9 ------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------
TOTAL I 251 188.81 31 1.fJ8.81 181 188.81 81 188 . .0'1 41 188.81 581 1.fJ.0' • .0' 
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level gain their credit from other merchants. Furthermore, a 

high percentage of both merchant groups make loans to their 

customers. Hence much of the liquidity introduced into 

merchant channels at the wholesale level does flow down 

through the retail layer of commerce into loan finance in 

village settings. 

At the same time it was discovered that there was a 

positive association between the level of liquid assets and 

the value of merchandise stock held by merchants and the 

amount of loans secured for financing their trade. Hence 

banks and other suppliers of credit do look at the size of 

potential collateral in making decisions on the size of loan 

to grant to merchants at both levels of commerce. In 

addition it was clear there was a positive association 

between the level of borrowing incurred by both merchant 

groups and the level of lending in which they engaged with 

their own borrowing clientele. Small borrowing levels by 

either merchant group generally lead to small lending 

activity, and high borrowing levels lead to much higher 

average sized loans in their on-lending activity. 

Much of this finance goes to service the sale of 

household consumption items at the village level. Grain 

sales anct the- se-le- of 1 i ves-tock products- formed a much 

smaller share of the product lines engaged in by the 

merchants in our sample. Also many loans were made in-kind, 
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especially at the retail level. However, most loans were 

repayed in money form for both merchant classes. 

The term structure of loans for both merchant groups was 

relatively short in length both as borrowers and as lenders. 

Wholesalers, however were able to draw on longer term loans 

to finance their commercial activity. This could reach one 

to two years in some instances (mostly bank finance). 

Retailers, on the other hand, were restricted to much shorter 

periods of time to repay their loans (1 to 3 months). Both 

merchant groups, however, had many loans with an 

indeterminate length, no doubt reflecting an open line of 

credit to their clientele. This indeterminate length is 

closely associated with product loans. It is relatively 

short term and the pace of repayment is tied in to the time 

needed to sell the goods consigned for sale. 

Most merchants did not admit to charging explicit 

interest on their loans. Given the sensitive nature of this 

issue, our one visit survey was not the most appropriate 

survey instrument to draw out this confidential information. 

A multiple visit strategy documenting the merchants 

transactions over a period of time is necessary to generate 

information on interest charges implicit to commercial 

purchases and sales. 

Finally it was clear that retail merchants in the 

villages participated to some extent in tontine activity and 

to a greater extent as money-keepers for villagers. Thus the 
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retail merchant carries out multiple tasks at the village 

level. He is a seller of products (but a less important 

agent in buying peasant products}, a lender and a personal 

vehicle to offer deposit services. Given this experience and 

range of services, retail merchants should play an important 

role in any program to encourage a more formal form of 

finance at the village level. 
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IV. THE RURAL FINANCIAL SYSTEM : THE NATURE, ROLE 

AND PERFORMANCE OF INSTITUTIONAL AND 

NON-INSTITUTIONAL SAVINGS 

The fourth chapter of this report reviews the institutional 

and non-institutional forms of savings in Niger. Section A 

documents and analyzes the role and performance of the "Caisse 

Nationale d' Epargne". Section B presents data on the importance 

of informal savings at the household level, based on the field 

survey undertaken in July-August 1985. 

Section C of this chapter focuses on the two major forms of 

indigenous savings activity at the village level, i.e., tontines 

and money-keepers. Separate surveys were carried out in May 1986 

to document their role and importance in selected villages in the 

country. Policy implications are then explored for launching an 

effort to introduce a greater degree of formal financial 

intermediation at the village level. 
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A. THE "CAISSE NATIONALE D'EPARGNE" 

The "Caisse Nationale d'Epargne" (CNE) was officially 

created in 1970, as a legal successor of the "Caisse d'Epargne 

Postale du Niger" which existed since the independence.The CNE is 

defined as a public, autonomous, financial institution. It 

operates primarily through the branches of the "Off ice des Postes 

et Telecommunications" (OPT). The CNE has practically no lending 

functions, since all deposit funds are channelled to the Treasury 

or deposited at the BDRN (a public bank). The CNE's own funds can 

be invested only in real estate or in government securities and 

shares. 

Funds are mobilized from the public in the form of savings 

deposits, about 96 percent of total balances at the end of 1984, 

and retirement accounts (4 percent). Table 1 shows the behavior 

of outstanding deposit balances from 1971 until 1984. Balances 

increased during this period at an average annual rate of 12 

percent, while the number of accounts grew on average at 18.5 

percent per year. Both growth rates slowed down after 1981, most 

likely as a result of the overall economic recession of the early 

BO's. The average amount per account also grew steadily until 

1981, s.ta§Oa.ting in the- period 19-82 - 19&4 (see Table 2). In real 

terms however, the average size of balance has dropped an average 

of ten percent per year between 1981 and 1984. 
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Table l 

CNE Number of Deposit Accounts and Deposit Balances, 
1971 - 1984 

Number of Accounts Outstanding Balances 
-------------

Year Nwnber at Increase Amount at Increase 
year-end % year-end % 

CFA F(OOO) 

1971 11,667 3.91 109,696 14.30 

1972 12,120 3.88 112,408 2.47 

1973 12,763 5.31 120,345 7.06 

1974 13,639 6.86 145,084 21.16 

1975 14,752 8.16 167,484 14.87 

1976 15,832 7.32 194,180 15.94 

1977 16,950 7.06 231,100 19.01 

1978 19,642 15.88 287,273 24.31 

1979 22,605 15.09 379,585 32.13 

1980 26,757 18.37 533,236 40.48 

1981 32,505 21.48 667,686 25.21 

1982 38,080 17.15 788,300 18.06 

1983 44,896 17.90 920,718 16.80 

1984 51,605 14.94 992,474 7.79 

Source: CNE, Annual Report, 1983 and 1984. 
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Deposits are paid a nominal interest rate of 7.5 percent per 

annum. The effective rate is substantially lower, as interest 

accrues only starting the first or the sixteenth day of the 

month. In fact, the implicit effective rate paid on deposits in 

the years 1981 through 1983 can be estimated between 3.72 and 4 

percent per annum1 . During 1985 the CNE was earning 9.25 percent 

on its account with the Treasury (about 30 percent of its 

financial assets), and 11.25 percent on a fixed-term deposit with 

the BDRN (representing the other 70 percent of its financial 

assets). Effective financial earnings are affected by the 

effective dates at which the net financial balances between the 

CNE and the OPT are settled. 

The CNE operates through 42 full service branches of the OPT 

and the mobile units currently run by the OPT in eight regional 

circuits. Employees of the OPT in the post offices act as CNE 

agents, except in a few branches where there are personnel 

devoted exclusively to savings operations. It is estimated that 

in 1985 some 50 OPT employees worked full or part-time for the 

CNE, while the CNE has its own staff of 33 people located in the 

Niamey headquarters. The CNE compensates the OPT for its support 

a flat fee of 1.25 million CFA francs per year. 

Despite the support received from the OPT, the CNE has 

recorded in recent years administrative costs that were as high 

as its interest costs. Table 3 summarizes the operating expenses 

1 Estimates based on very condensed profit and loss 
statements available for these years. Average balances were 
estimated assuming that they grow linearly during the year. 
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and revenues of the CNE as a percent of estimated average annual 

deposit balances for the years 1981 through 1983. Despite 

relatively high administration costs (on average 4 percent of 

outstanding balances), the CNE managed to earn operating 

surpluses in 1982 and 1983. It must be kept in mind however, that 

the administration costs indicated in Table 3 do not include the 

costs of OPT employees who handle CNE operations in the post-

office network, in excess of the 1.25 million CFA that CNE pays 

to the OPT. 

The OPT estimate of about 50 employees devoted totally or 

partially to supporting CNE operations suggests a low level of 

productivity per employee. In 1985 the number of first and 

subsequent deposits, withdrawals and passbook deposits for 

interest calculations represented the equivalent of 12,017 hours 

of work. This amounts to only 12 full-time employees, assuming 

211 working days a year, a 60 percent ratio between effective and 

total time worked, and that all CNE operations took place in OPT 

branches 2 . The estimate of 50 employees, although it includes 

part-time dedication, appears somehow exaggerated. On the other 

hand, even taking the more "efficient" estimate of 12 full-time 

employees per year, at an average personnel cost of 500 thousand 

CFA francs per year, the OPT support to CNE would amount to 6 

million CPA francs, instead or the 1.25 million that the OPT 

receives from the CNE per year. 

2 Estimate obtained using time-per-operation standards of 
the "Conference de l'Administration des Postes et 
Telecommunications des Etats de l'Afrique de l'Ouest". 
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Table 3 

CNE Revenue, Elq>enditure, and Operating SUrplus as a Proportion 
of outstanding Balances, 1981 - 1983a 

Year 
1981 1982 1983 

~~~~~~~~~~~~~~~~~~~~~~% ~~~% ~~~% 

Revenue, as % of Average Balancesb 

Expenditures, as % of Average Balances 

Interest payments 

Administration expenses 

Total 

Operating SUrplus, as % of 
Average Balances 

7 .13 

3.72 

3.62 

7.32 

-0.19 

9.41 9.44 

4.00 3.78 

4.52 8.52 

8.52 7.56 

0.89 1.88 

Source: Calculated based on data in CNE, Annual Reports, 1981 through 1983. 

a Includes deposits and retirement accounts. 

b Average balances were estimated assuming they grow linearly during the 
year. 
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In summary, the CNE appears as a relatively healthy 

financial operation, partially because of the support received 

from the OPT in excess of its annual compensation. This non

compensated support amounts to at least 4.75 million CFA francs 

per year, about 0.5 percent of average annual balances (using 

1984 data}. On the other hand, the CNE is the only supplier of 

deposit services in rural areas. It operates with very small 

accounts and a clientele difficult to reach and service. The 

subsidy implicit in the support received from the OPT appears 

very moderate and more than justified to achieve this objective. 

This subsidy is covering the transaction costs that otherwise 

would have prevented rural depositors from access to the deposit 

services offered by the CNE/OPT network. 

The survey carried out by OSU at the farm household level 

(see section B below} found that the CNE was the single most 

important institution where deposits were kept. Furthermore, the 

existence of a demand for safe instruments of financial savings 

is suggested by the use of "money keepers" and "tontines" 

documented in this survey (see section C below), as well as the 

holdings of physical forms of savings. According to a survey of 

the CNE, farmers represent a small proportion of its depositors. 

However, rural depositors are not limited to agricultural 

produc~rs. On the contrary, the greatest potential for increased 

rural savings in an initial stage may exist among the non-farm 

rural population. The CNE/OPT network should be looked upon as a 

key potential basis for the development of financial 
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intermediation in the rural areas of Niger. Furthermore, 

expansions in the scope of activity of the institution should be 

encouraged and supported. 
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B. INFORMAL SAVINGS AT THE HOUSEHOLD LEVEL 

The provision of deposit services by financial institutions 

in the rural areas of Niger is very limited. It is restricted to 

a small number of bank branches in major cities, notably the 

"Banque de Developpement de la Republique du Niger" (BDRN) with 

14 branches, and to the post office network, with 47 branches 

throughout the country. The post office network provides deposit 

services on behalf of the "Caisse Nationale D'Epargne" (CNE). 

Given this limited development of formal financial intermediation 

in the rural areas, it was unlikely that the survey of July

August 1985 would find any significant household savings activity 

involving formal financial institutions. Non-institutional 

financial savings, if any, and non-financial forms of savings 

were expected to play a more important role than formal deposits 

at financial institutions. This section presents the main 

findings of our survey in this area. The results of our third 

stage field work on informal financial activity in rural areas 

(see section c below), and the previous section on the CNE 

complement the findings reported here. 

The survey obtained information on the use of local savings 

groups or aeeeciation& as-- depositories· o-f· :tinancial forms of 

savings by the households. Non-financial forms of savings were 

detected through a set of questions about the different ways in 

which the households allocated their operational surpluses. The 
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first part of the discussion in this section concentrates on the 

role of informal groups or associations, and that of money

keepers, as depository entities in rural areas. The second part 

of this section analyzes the findings on the existence and use of 

operational surpluses, and the savings potential implicit in 

these surpluses. 

Savings activity in informal savings groups or associations 

was not important among the households interviewed in the survey. 

The number of households in the different sub-samples holding 

deposits in these informal organizations on the date of the 

survey is shown in Table 1. About 3 percent of the respondents in 

the overall sample had deposits with a group or association on 

the date of the interview. The proportion of heads of households 

with non-institutional (financial) savings was close to 4 percent 

in the random sub-sample. The sub-sample of women registered the 

highest rate of use of local groups or associations, almost 6 

percent. The proportion of spouses of the respondents holding 

deposits of this kind (not shown in Table 1) was close to 3 

percent. 

The results discussed above should be taken with caution, 

since they come from a one-visit interview. It is well known in 

Niger that the participation of farmers in informal savings 

groups is highly seasonal, following primarily the seasonal 

pattern of returns and expenditures associated with agricultural 

production. Therefore, the results obtained in a single interview 

are influenced by the particular period of the year in which the 
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TABLE 1 

NON-InSTITUTIOl'TAL ~fl.vrncs. IIOU3EE:OL!IB HOLDING DEPOSITS AT SAVINGS GROUPS OR :ASSOCIATIONS, BY SUB-SAMPLE 

DEPOSITS rn SAVINGS I I 
I GllOUPS/ASSOCIATIOHS I I 
1------------------------------1 I 
I YES I HO I ALL I 
1---------------+-------·--------+------------- I 
I n IPEllCEHT I n IPEil'IJEHT I H IPEllCErJT I 

--------------------+------+--------+-----+--------+------+--------1 
SUG-Sl1Jll'LE I I I I I I I 
-------·---------------------- I I I I I I I 
lll\flUU~l I 15 I 3. 77 I 333 I 96. 23 I 3981 10(). 00 I 
------·------------------------+-----+-------+------+--------+------+--------I 
LEi\JHi.:no I 1 I 2 . 27 I <!-3 I 97. 73 I ~1 I 100 • 00 I 
-----------------------------+------+--------+------+-------+-----+--------1 
ilOHEil I 4 I 5. 89 I 65 I 94. 20 I 69 I 100. 00 I 
------------------------------+------+-------+-----+--------+------+-------1 
cm~i\. nmmmmns 1 3 1 1 . 30 1 227 1 90. 10 1 2301 100. 00 1 
-----------------------------+------+--------+-----+--------+------+--------1 
mnfl.II- ICilIGAT I 31 1. 911 1541 90. 091 1571 100. 001 
-------·----------------------+------+--------+-----+--------+------+----·----I 
ALL I 261 2.901 8721 97.101 8931 100.001 

H 
<: 
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survey is undertaken. The fact that the interviews were carried 

out right before the harvests (July-August) may have induced an 

under-estimation of the participation of farmers in informal 

savings activities. 

The predominant type of informal group or association was 

the "tontine", where almost 80 percent of the heads of households 

with deposits held their savings. Among the spouses, the 

"tontine" had even more importance. Over 90 percent of the 

spouses that were holding some informal financial savings on the 

date of the interview, were doing so by participating in 

"tontines". 

Almost one-third of the respondents knew of the existence of 

money-keepers in the village or its neighborhood. About 14 

percent of the heads of households had used the services of these 

money-keepers in the year preceding the date of the interview. 

Among the households that had used these services, one-fourth of 

them had remunerated the money-keeper in cash or in kind. 

However, this proportion does not include the services that 

individuals are likely to provide to the money-keeper, that are 

not considered explicit remuneration. 

The potential for financial savings exists when there are at 

least other non-financial forms of savings or accumulation. These 

in turn depend on the ability of the household to generate an 

operational surplus from its economic activities. Table 2 shows 

that approximately 13 percent of the households had obtained some 

operational surplus in the season preceding the date of the 
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HOUGEHOLJJS WITH OPERATIONAL SURPLUS lN THE LAST YEAll, BY SUB-SAMPLE 

I OPEllATIOI'fAL SUllPLUS LAST YEAR I 
1-------------------------------1 
I YES I HO I ALL I---------·------+--------------+----------
1 fl I PERCENT I N I PERCEUT I N I PERCENT -------------- ---+------+-------+-----+--------+------+-------

SUD-GAfiPLE I I I I I I -----------------------------! I I I I I 
IlANDDH I 50 I 12. 56 I 348 I 87. 441 3981 100. 00 -----------------------------+------+-------+-----+-------+-----+-------
LEADEH8 I 51 11.361 391 88.641 441 100.00 -----------------------------+------+------+----+--------+-----+--------
llONEH I 91 13.041 601 BG.961 691 1C0.00 
-----~---------------·-------+-----+-------+-----+--------+------+--------
Cllt:A mmnoWEH.G I 30 I 13. 04 I 200 I 06. 96 I 23© I 100. 00 ----------------------------+------+------+------+·--------+------+--------
IHRJ\1'1- ICllHJAT I 281 17. 831 129 I 82. 171 1571 100. 00 ----------------------------+------+--------+-----+--------+------+--------
ALL I 1221 13.591 7761 86.411 8981 100.00 
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survey. It is important to note here that this refers to overall 

surplus and does not capture temporary surpluses that may occur 

during the course of the year. This distinction will be further 

discussed later. 

The predominant uses of surpluses were purchases of grains 

(68 percent of the households with surplus in the previous year), 

purchases of other durables (34 percent), purchases of animals 

(34 percent), and personal savings not in institutions or local 

organizations (32 percent of the respondents with some surplus) 1 . 

Eight percent of the households with surplus in the previous year 

had used it in deposits at savings groups or associations. 

As documented in chapter III, informal lending and informal 

borrowing are important mechanisms of transmission and 

reallocation of liquidity among rural households. This explains 

in part the reduced role of local savings groups or associations 

found in the survey, in addition to the seasonality factor 

referred to above. Temporary surpluses appear to be used in the 

provision of short-term loans or assistance to other households 

running a temporary deficit, instead of deposits with savings 

organizations. The expectation of receiving similar assistance in 

return at some time in the future substitutes for the explicit 

return that could be obtained from holding financial forms of 

savings. 

1 The sum of the percentages exceeds 100 percent because 
some households use their surpluses in more than one form. 
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In summary, the results presented in this section indicate 

that financial savings activities, institutional and non

institutional, were limited among rural households during the 

period when the interviews were carried out. As discussed 

earlier, most temporary surpluses are used in informal lending 

transactions performed in highly liquid commodities, grains and 

cash. Overall operational surpluses are primarily used in non-

f inancial forms of savings and accumulation. Under these 

circumstances, the potential role for improved financial 

intermediation depends upon the lack of coincidence of temporary 

surpluses and temporary deficits, both geographically and over 

time. Direct informal financial arrangements are efficient and 

least costly when surplus units and deficit units coincide in the 

same place (i.e., in the same village) at the same point in time. 

However, when these transactions must be performed across long 

distances, or when liquidity must be "stored" in some form before 

an informal loan or assistance can be granted, then informal 

transactions become more costly to perform and a more formal 

vehicle for financial intermediation may be justified. 
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C. INDIGENOUS SAVINGS ACTIVITY IN RURAL NIGER 

1. The Tontine Societies: An Overview of the Size 

and Composition of the Rural Finance Project 

Survey--1986 

There are two major dimensions to the indigenous savings 

activity at the village level in Niger: the Tontine savings 

groups and money keeper services carried out at the village 

level by respected members of the village community. This 

section focuses on the tontine savings societies (or Adasse 

in the Hausa and Zarma languages). These informal societies 

or groups are found throughout Niger in all ethnic groups and 

geographical settings. They range from small groups of 3 to 

5 people to larger groups of 40 or more members. They have 

developed among very low income producers as well as 

sophisticated commercial traders, from rudimentary rules of 

organization to more formal rules and obligations. They 

exist in urban as well as rural settings. Our focus will be 

on the rural tontines drawn from a sub-set of the random 

sample of villages that comprised our village sampling frame 

from the village household survey during the summer of 1985. 
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The tontine is the most common form of group savings. 

It is a rotational system in which each member makes a 

uniform contribution (each week or every 14 days or every 

month, depending on tontine organizational rules) with each 

member, in turn, given an opportunity to receive these 

contributions as a loan. Each member is expected to continue 

making his or her contributions to the common fund throughout 

the life of the tontine, i.e. until all members have had an 

opportunity to receive the fund for their ''loan." The life 

cycle of a tontine is a function of the number of members 

(since each will have the opportunity to receive the common 

pot or fund in some "sequential" order) and the frequency 

with which the members make their contributions. The tontine 

can be renewed again for a second "round" or cycle of 

contributions, it can expand (with new members) or contract 

(as old members move away or drop out), and change the 

frequency of meetings and the amount of contributions. These 

characteristics underline the flexibility of the tontine, its 

ability to adapt and change quickly to changing 

circumstances. 

Illustrative of this flexibility is the quick shift or 

change in the originally agreed upon sequential order for 

loans for a melftbe.r eRperiencing a- pressing need to use the 

groups savings. This flexible service of members' needs 

(with group approval of course) also illustrates the "social" 

character of these savings clubs or societies. In many 
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instances group discussions and consensus deals with these 

changing problems with periodic adaptations in the operation 

of the tontine to service "special'' situations of individual 

members. Finally it should be emphasized that most loans are 

for consumption needs (and to fulfill ceremonial 

obligations). 

This current survey of tontines was undertaken to gain 

insight into the diverse sizes and characteristics of 

tontines at the village level, the magnitudes of their 

operations and, in passing, the possibilities for organizing 

a more formal structure of savings and credit activity at the 

village level, built upon the existing base of tontines. The 

survey was undertaken in April and May 1986 and covered 56 

tontines in 22 separate villages with a total of 787 members. 

The villages were comprised of the random sample sub set of 

villages used in the 1985 summer survey of household 

villages. A roster of tontine leaders had been drawn up in 

each village during our earlier summer survey. In the spring 

of 1986 we chose randomly tontine leaders or organizers from 

this list in each village to comprise our final sample of 56 

tontines. If the orginally selected tontine leader was not 

available, the interviewers were instructed to pick the next 

name on the list. 

These villages were allocated across five departments, 

12 arrondissements and essentially five ethnic groups with 

female organizers (housewives) predominating at the village 
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level and Hausa and Zarma predominating among the ethnic 

groups in our sample. Table 1 highlights these features of 

the survey. Additional features of the sample in the table 

are the frequency of contributions, length of the tontine 

life cycle and size of membership. As can be seen, most of 

our village tontines either meet once a week (every 7 days) 

or once a month (every 30 days) to make their contributions. 

Membership ranges from small groups of three to five persons 

up to a group of 40 persons, and the tontine life cycle (i.e. 

the number of members times the established frequency of 

meetings) ranges from 5 groups with a relatively short life 

cycle between 1 to 2 months, and 4 groups remaining active in 

one cycle for close to a year. The most representative life 

cycle falls into the 4 to 8 months period in Table 1. 

Table 2 recasts the tontine survey data into a different 

format. Here selected indicators for each of our 56 village 

tontine activity are independently ranked from the lowest to 

the highest value for each indicator in question to give the 

reader an idea of the range for each indicator. Therefore 

one must look at the columns of this table separately. One 

cannot read across the rows. The grand total for each 

indicator is also indicated at the bottom of the table. Five 

financial imiica-tors are presented (columns 3-7). The size 

of individual member contributions range from a low of 400 

CFA in the lowest ranked tontine to a high of 40,000 CFA in 

the highest (column 3). The average contribution comes out 
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Table 1 

Selected Characteristics of the Sample of 
56 Tontines in the Rural Finance Project Survey, 1986 

1. Haoussa 
2. Zarma 
3. Peulh 

1. Say 
2. Tillabery 
3. Filingue 
4. Loga 
5. Ga ya 
6. B. · N'Kouui 

1. All women 
2. Majority women 

1. 
2. 
3. 

No. 
30 
14 

8 

No. 
8 
5 
5 
2 
5 
5 

No. 
32 
18 

A. Ethnic Groups 

__ %_ 

53.5 
25.0 
14.3 

4. Touareg 
5. Beriberi 

TOTAL 

B. Arrondissements 

__ %_ 

14.3 7. Tahoua 
8.9 8. Keita 
8.9 9. Guidan Roundji 
3.6 10. Madarounfa 
8.9 11. Mirriah 
8.9 12. Magaria 

TOTAL 

c. Gender of Membership 

% 
57.1 3. Majority men 
32.1 4. All men 

TOTAL 

D. No. Members per Ton tine 

No. 
3 to 10 members 22 39.3 
11 to 19 members 19 
20 to 40 members 15 

No. 
3 
1 

56 

No. 
3 
2 
5 
6 
4 
6 

56 

No. 
5 

_1_ 
56 

% 

33.9 
26.8 

TOTAL 56 100.0 

E. Frequency of Contributions 

No. "' No. /0 

1. Every 5 days 3 5.5 3. Every 14 days 1 
2. Every 7 days 32 57.1 4. Every 30 days 19 
3. Every 10 days 1 1.8 TOTAL 56 

F. Complete Life Cycle of Tontine 

No. % No. 
1. 33 to 60 days 5 8.9 4. 241 to 300 days 8 
2. 61 to 120 days 17 30.4 5. 300 to 360 days 4 
3. 121 to 240 days 22 39.3 TOTAL 56 

Source: Rural Finance Project Tontine Survey, 1986 
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Table 2 ::r 
Pl 

Selected Indicators for Tontine Activity 1985-1986 Ranked from Lowest "O 
to Highest Values Separately for Each Column for the Sample of 56 Tontines. rt 

(l> 
Ii 

Total Contribution & Monthly 
Number of No. of Days to Size of Member Size of Single Total Loan Activity Total Monthly Contribution H 

Members Complete Tontine Contribution per Loan per for Life Cycle of Contributions per Member per <: 
J:!er Tontine Life Cvcle Tontine (CFA) Tontine (CFA) Tontine (CFA) I!er Ton tine (CFA) Tontine (CFA) I 

(1) (2) ( 3) (4) ( 5) ( 6) (7) 
() 

3 33 100 800 6,400 3,200 400 

5 42 100 1,000 10,000 6,000 600 
6 49 200 2,500 18,000 10,000 800 

6 50 200 2,500 25,000 10,000 800 

6 56 250 3,000 25,000 12,000 1,000 

6 63 250 3,000 36,000 12,000 1,000 

7 70 250 3,000 45,000 12,000 1,000 

7 70 250 3,400 57,800 13,600 1,000 

7 70 250 5,000 72,000 20,000 1,000 

7 70 300 5, 100 81,000 20,400 1,000 
N 
w 8 77 300 5,400 86,700 21,000 1,200 

w 8 84 500 5,500 97,200 21,600 1,200 ' 
9 84 500 6,000 98,000 22,000 2,000 

9 90 500 7,000 98,000 24,000 2,000 

9 98 500 7 ,000 98,000 28,000 2,000 

9 98 500 7,500 100,000 30,000 2,000 . 
10 100 500 9,000 112' 500 30,000 2,000 

10 105 500 9,500 121,000 36,000 2,000 

10 105 500 10,000 180, 500 38,000 2,000 

10 105 500 10,000 181'500, 40,000 2,000 

10 119 500 10.000 196,000 40,000 2,000 

IO 119 500 10,500 200,000 40,000 3,000 

10 126 500 12,000 200,000 42,000 3,000 

11 126 1,000 14,000 200,000 45,000 3,000 

11 140 1,000 14,000 220,500 48,000 3,000 

12 140 1,000 15,000 225,000 51,000 4,000 

12 140 1,000 16,500 225,000 56,000 4,000 

12 140 1,000 17,000 250.000 56,000 4,000 

(continuE>d) 



(continued) Table 2 (cont) 
Selected Indicators for Tontine Activity 1985-1986 Ranked from Lowest 

to Highest Values Separately for Each Column for the Sample of 56 Iontines. 

Size of Member Total Contribution & 
Number of No. of Days to Contribution per Size of Single Total Loan Activity Total Monthly 
Members Complete Tontine Tontine per turn Loan per for Life Cycle of Contribution 

Eer Tontine Life Cvcle (CFA) Tontine (CFA) Tontine (CFA) Eer Tontine (CFA) 
(1) (2) (3) (4) ( 5) ( 6) 

12 140 1,500 20,000 288,000 60,000 
12 150 1,500 20,000 289,000 60,000 
14 154 2,000 25,000 300,000 60,000 
14 154 2,000 30,000 320,000 60,000 

14 168 2,000 38,000 360,000 60,000 
15 170 2,000 40,000 360,000 60,000 
15 175 2,500 45,000 400,000 66,000 
15 175 2,500 45,000 405,000 70,000 
17 180 3,000 50,000 490,000 70,000 

17 180 5,000 50,000 490,000 70,000 
17 180 5,000 55,000 490,000 75,000 

tv 18 -210 5,000 60,000 500,000 80,000 w 
.i::. 19 210 5,000 60,000 540,000 80,000 

19 210 10,000 60,000 720,000 90,000 

20 210 10,000 60,000 720,000 90,000 
20 240 10,000 70,000 722,000 100,000 

20 270 10,000 70,000 800,000 100,000 

20 270 10,000 70,000 810,000 100,000 

20 270 10,000 75,000 1,000,000 100,000 

20 280 10,000 90,000 1,000,000 110,000 

21 294 10,000 90,000 1,210,000 120,000 

22 300 10,000 100,000 1,210,000 135,000 

22 300 10,000 100,000 1,215,000 152,000 

24 300 10,000 100,000 1,250,000 180,000 

25 330 15,000 110,000 1,250,000 200,000 
25 360 15,000 120,000 1,350,000 200,000 

30 360 20,000 135,000 1,440,000 220,000 
40 360 25,000 200,000 4,000,000 800,000 

TOTAL 787 9 169 237 .450 2.203.199 27.195.088 4 355.799 

Source: Rural Finance Project, April-Hay 1986. 

Monthly 
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per Member per 
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Chapter IV 

to approximately 6,357 CFA per tontine (at an exchange rate 

of 380 CFA per dollar at the end of 1985, this amounts to 

roughly US $17). The size of a single loan per tontine (i.e. 

the total contribution of every member at a single meeting) 

is presented in column 4. These loans or advances range from 

a low of 800 CFA in the lowest tontine to a high of 200,000 

CFA in the highest ranked tontine. The average loan size for 

all 56 tontines reaches 39,342 CFA. Again, using the 

exchange rate mentioned above, this comes to about US $104. 

This is roughly comparable to an average outstanding balance 

on CNCA loans to individuals of 42,300 CFA during 1984-5 (as 

reported in Table 6 in the Chapter on the CNCA). 

Column 5 in Table 2 summarizes one of the most important 

findings of this report, i.e. the financial circulation that 

occurs throughout the complete life cycle of the 56 tontines. 

This is estimated by taking the individual loan generated per 

tontine and multiplying it by the number of members in the 

tontine. This life cycle activity per tontine represents the 

total savings and loan activity that has been carried out by 

the members. Column 5 indicates that this ranges from a low 

of 6,400 CFA to a maximum of 4,000,000 CFA. The grand total 

for all 56 tontines reaches 27,195,088 CFA for an average of 

485,626 CFA per tontine (or US $1,278 at the exchange rate 

ruling at the end of 1985, the relevant period for most of 

this tontine activity surveyed in April and May of 1986). 

Again to appreciate the unusual scale of total savings and 
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loan activity for the complete life cycle of all 56 tontines, 

this amounts to almost US $72,000 for this group for a time 

period that averages well under a year. In short, 

circulation of liquidity in these indigenous clubs can be 

considerable in total scale, thus representing an unusually 

promising potential base to create a more formal cooperative 

savings and loan organization. 

Finally columns 6 and 7 reestimate the tontine savings 

activity on a monthly basis in order to place all tontines on 

a uniform basis {since some meet and contribute only once a 

month, while others may meet two, four or five times a 

month). This allows one to compare savings across all 

tontines on a uniform time scale of activity. These data are 

presented for total monthly contributions per tontine (column 

6), and on a "per-capita" basis or, more accurately, the 

monthly contribution per member per tontine (column 7). 

Total monthly contributions per tontine range from a low of 

3,200 CFA to a high of 800,000 CFA in column 6 (or roughly 

from US $8 to US $2,105) while the monthly contributions per 

member per tontine in column 7 range from a low of 400 CFA 

(or roughly US $1.00) to 40,000 CFA {roughly US $106). This 

monthly contribution per tontine in the wealthiest tontine is 

approximately 264 times the size of the poorest (column 6), 

and the per member, per tontine contribution per month for 

( 23 6) 
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marked diversity that exists in the size and composition of 

the village level tontine in rural Niger. 

Finally Table 3 reorganizes the accumulated tontine data 

for the 56 villages so that the reader can see how the 

monthly contribution per member per tontine is arrived at for 

each tontine from the data in the previous columns of the 

table. In contrast to the previous table, the data here can 

and should be read across the rows.The tontine data in this 

table is strictly ranked according to the monthly 

contribution per member per tontine (column 7). We find this 

measure the best single indicator of the relative wealth of 

the tontines (and by implication of the members comprising 

these tontines). Therefore, we have used the size class 

profiles of this relative wealth measure for the rest of the 

analysis in this tontine section where we investigate the 

relationship between the relative wealth of the tontine and 

other important characteristics of the organization and the 

membership. 

2. The Tontine Societies: The Relationship Between 

Relative Wealth, Organization and Membership 

Tables 4, 5 and 6 summarize key cultural characteristics 

of the t-ont ine-- samp-1 e--; ~l y t"h-e-' et'hrri c group, sex, and 

occupation of the tontine organizer, in reference to the 

indices of relative tontine wealth (i.e. the monthly 

contribution per member per tontine). We feel it is 

(237) 



Table 3 n 
Selected Indicators of Financial Activity and Related Information for the :;:i" 

Pl 
Sample of 56 Tontines Ranked by Monthly Contribution 'O 

per Member per Tontine. (Column 7). rt 
CD 

Total Contribution Ii 

Size of Single & Total Loan Activity Total Monthly Monthly Contribu- H 
Size of Member No. Contributions Number of Loan per for Life Cycle of Contribution tion per Member <: 

Contribution per per Month per Members per Tontine (CFA) Tontine (CFA) per Tontine (CFA) per Tontine (CFA) I 
Tontine (CFA) Member Eer Ton tine Ton tine (col. I x col. 3) (col. 3 .x col. 4) (col.2 x col.4) (col. I x col. 2) n 

(1) (2) ( 3) (4) (5) ( 6) ( 7) 

100 4 8 800 6,400 3,200 400 
100 6 IO 1,000 10,000 6,000 600 
200 4 17 3,400 57,800 13,600 800 
200 4 15 3,000 45,000 12,000 800 
500 2 21 10,500 220,500 21,000 1,000 
250 4 10 2,500 25,000 10,000 1,000 
250 4 10 2,500 25,000 10,000 1,000 
250 4 20 5,000 100,000 20,000 1,000 
250 4 22 5,500 121,000 22,000 1,000 

N 250 4 12 3,000 36,000 12,000 1,000 
/ w 300 4 17 5, 100 86,700 20,400 1,200 00 

300 4 18 5,400 97,200 21,600 1,200 
500 4 40 20,000 800,000 80,000 2,000 
500 4 20 10,000 200,000 40,000 2,000 
500 4 14 7,000 

, 
98,000 28,000 2,000 

500 4 12 6,000 72,000 24,000 2,000 
500 4 6 3,000 18,000 12,000 2,000 
500 4 20 10,000 200,000 .... 40,000 2,000 
500 4 19 9,500 180,500 38,000 2,000 

500 4 15 7,500 112,500 30.000 2,000 
500 4 24 12,000 288,000 48,000 2,000 

1,000 3 17 17 ,000 289,000 51,000 3,000 
500 6 14 7,000 98,000 42,000 3,000 

3,000 10 30,000 300,000 30,000 3,000 
500 6 20 10.000 200,000 60,000 3,000 

1.000 4 14 14.000 196,000 56.000 4,000 ... 
1,000 4 20 20,000 400,000 80.000 4,000 
1,000 4 9 9,000 81,000 36,000 4,000 

(continued) 



Table 3 (cont) (') 
:;:J' 

Selected Indicators of Financial Activity and Related Information for the Pl 
Sample of 56 Tontines Ranked by Monthly Contribution "O 

rt per Member per Tontine. (Column 7). CD 
(continued) ti 

H Total Contribution <: 
Siz:e of Member Siz:e of Single & Total Loan Activity Total Monthly Monthly Contribu-

I Contribution pel'." No. Contributions Number of Loan per for Life Cycle of Contribution tion per Member (') 
Tontine per turn per Month per Members per Tontine (CFA) Tim tine ( CFA) per Tontine (CFA) per Tontine (CFA) 

(CFA) Member oer Ton tine Ton tine (col. I x col. 3) (col. 3 x col. 4) (col.2 x col.4) (col. 1 x col. 2) 
(1) (2) (3) ( 4) (5) (6) (7) 

1,000 15 15,000 225,000 60,000 4,000 
5,000 9 45,000 405,000 45,000 5,000 
5,000 12 60,000 720,000 60,000 5,000 
5,000 1 12 60,000 720,000 60,000 5,000 
5,000 4 8 40,000 320,000 40,000 5,000 
1,500 4 30 45,000 1,350,000 180,000 6,000 
l, 500 4 11 16,500 181,500 66,000 6,000 
2,000 4 25 50,000 1,250,000 200,000 8,000 
2,000 4 25 50,000 1,250,000 200,000 8,000 

rv 2,000 4 7 14,000 98,000 56,000 8,000 / w 
\.0 2,000 4 19 38,000 722 ,000 152,000 8,000 

2,500 4 IO 25,000 250,000 100,000 10,000 
10,000 1 6 60,000 360,000 60,000 10,000 
2,500 4 22 55,000 1,210,000 220,000 10,000 

10,000 l 11 110,000 1,210,000 110,000 10,000 . 
10,000 1 9 90,000 810,000 90,000 10,000 
10,000 1 10 100,000 1,000,000 100,000 10,000 
10,000 1 7 70,000 490,000 70.000 10,000 . 
10,000 1 7 70,000 490,00fr 70,000 10,000 
10,000 10 100,000 1,000,000 100,000 10,000 
10,000 6 60,000 360,000 60,000 10,000 
10,000 1 7 70,000 490,000 70,000 10,000 
10,000 1 12 120,000 1,440,000 120,000 10,000 
15,000 1 6 90,000 540,000 90,000 15,000 
15,000 9 135,000 1,215,000 135.000 15,000 
20,000 5 100,000 500,000 100,000 20,000 
25,000 3 75,000 225,000 75,000 25,000 
10.000 4 20 200.000 4.000.000 800.000 40,000 

TOTAL 237.450 787 2.203.199 27.195,088 4,355.799 

Source: Rural Financial Project Survey April-May 1986. 
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reasonable to assume that tontines are relatively homogeneous 

with respect to gender, occupation and social class so that 

the characteristics of the organizer reflect the predominate 

characteristics of the membership. As our earlier tables 

indicated, our sample reflects a heavy representation of 

Hausa and Zarma tontines in which women predominate as 

organizers and, as a result, housewives are the most common 

occupation. Table 4 highlights the fact that Zarma and Peulh 

organizers manage relatively wealthier tontine groups than 

Hausa organizers with the small number of Touareg tontines in 

our sample in the lowest relative wealth group. By the same 

token Tables 5 and 6 clarify that the few male dominated 

tontines in our sample are associated with higher relative 

wealth classes of tontine activity than are the tontines run 

by women. Similarly, tontines associated with traditional 

female occupations (i.e. housewives and women market vendors) 

are located in lower relative wealth tontines than those 

occupations associated with men (farmers and traders). The 

public employees' group in the higher wealth class is 

comprised of both sexes but with women teachers' groups in 

the majority. 

The remaining six tables summarize the operational 

characteristics of tontine organization in our sample. 

Tables 7 and 8 set forth the size of membership and the life 

cycle of tontine activity (i.e. the number of members times 

the frequency of meetings in calendar time). There is a 

(240) 



TABLE 4 

SIZE CLASS PROFILE OF MONTHLY CONTRIBUTION PER MEMBER PER TONTINE 
BY ETHNIC GROUP FOR THE SAMPLE OF 56 TONTINES 

------------------------------------------~-----------------------------------------------------------------
I ETHNIC GROUP I 
1----------------------------------------------------------------1 
I HAOUSSA I BERIBERI I ZARMA I PEULH I TOUAREG I TOTAL 
1------------+------------+------------+------------+------------+------------
I N. I Y. I N. I X I N. I X I N. I X' I N. I X' I N. I X 

------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------
MONTHLY CONTRI~UTION PER I I I I I I I I I I I I 
MEMBER C CFA l I I I I I I I I I I I I 
------------------------------1 I I I I I I I I I I I 
4.0'.0'-1,2.0'.0' I 81 26.71 .I .I 21 14.31 .I .I 21 66.71 121 21.4 
------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------
1, 2.0'1-3 ,.0'8.0' I 81 26.71 .I . I 31 21.41 11 12.51 11 33.31 131 23.2 
------------------------------+-----+------+-----+------+-----+------+-----+------+-----+-----~+-----+------
3 ,.0'.0'1-8 ,.0'8.0' I 71 23.31 11 1.0'.0' . .0'1 41 28.61 21 25 • .0'1 .I .I 141 25 • .0' 
------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------
8 ,.0'.0'1-4.0' ,.0'.0'.0' I 71 23.31 • I • I 51 35.71 51 62.51 • I • I 171 3.0'.4 
------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------
TOTAL I 3.0'1 1.0'.0' . .0'1 11 1.0'.0' • .0'1 141 1.0'.0' • .0'1 81 1.0'.0' • .0'1 31 1.0'.0' • .0'1 561 1.0'.0'.IJ 

TABLE 5 

SIZE CLASS PROFILE OF MONTHLY CONTRIBUTION PER MEMBER PER TONTINE 
BY GENDER FOR THE SAMPLE OF 56 TONTINES 

I GENDER I 
1---------------------------------------------------1 
I I I MAJORITY I MAJORITY I 
I ALL MALE I ALL FEMALE I MALE I FEMALE I TOTAL 
1------------+------------+------------+------------+------------
I N. I X I N. I X I N. I X I N. I X I N. I X 

1------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------
IMONTHLY CONTRIBUTION PER I I I I I I I I I I 
!MEMBER CCFA} I I I I I I I I I I 
1------------------------------1 I I I I I I I I I 
14/J.0'-1,288 I .I .I 1.0'1 31.31 .I .I 21 11.11 121 21.4 
1------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------
l l ,2.0'1-3,IJ.0'.0' I .I .I 1.0'1 31.31 .I .I 31 16.71 131 23.2 
l------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------
13,.0'81-8,B8.0' I • I • I 51 15.61 31 6.0' • .0'1 61 33.31 141 25 • .0' 
1------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------
I 8, 8.0' 1 - 4.0', BBB I 1 I 1.0'8 • .0' I 7 I 2 1. 9 I 2 I 48 • .0' I 7 I 3 8. 9 I 1 7 I 3/J. 4 
1------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------
ITOTAL I 11 l/J8 • .0'1 321 1.0'.0' • .0'1 51 1.0'.0'.BI 181 1.0'.0' • .0'1 561 1.0'/J • .0' 
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TABLE 6 

SIZE CLASS PROFILE OF MONTHLY CONTRIBUTION PER MEMBER PER TONTINE 
BY OCCUPATION OF ORGANIZER FOR THE SAMPLE OF 56 TONTINES 

I OCCUPATION OF TONTINE ORGANIZER I 
1-----------------------------------------------------------------------1 
I I I I I PUBLIC I I 
I HOUSE\./ IVES I FARMERS IMKT, \JOMEN I TRADERS I EMPL. I OTHERS I TOTAL !-----------+-----------+-----------+-----------+-----------+-----------+-----------
' N. I X I N. I X I N. I X I N. I X I N. I X I N. I X I N. I X ------------------------------+----+------+----+------+----+------+----+------+----+------+----+------+----+------

MONTHLY CONTRIBUTION PER I I I I I I I I I I I I I I 
MEMBER CCFAl I I I I I I I I I I I I I I 
------------------------------1 I I I I I I I I I I I I I 
488-1,288 I 181 32.31 .I .I 21 48.81 .I .I .I .I .I .I 121 21.4 ------------------------------+----+------+----+------+----+------+----+------+----+------+----+------+----+------
l, 281-3 ,BBB I 111 35.51 .I .I 11 28.BI 11 33.31 .I .I .I .I 131 23.2 ------------------------------+----+------+----+------+----+------+----+------+----+------+----+------+----+------
3 ,081-B ,808 I 91 29.81 11 33.31 21 48.81 .I .I .I .I 21 66.71 141 25.BI ------------------------------+----+------+----+------+----+------+----+------+----+------+----+------+----+------1 
8,881-48,889 I 11 3.21 21 66.71 .I .I 21 66.71 111 198.81 11 33.31 171 38.41 ------------------------------+----+------+----+------+----+------+----+------+----+------+----+------+----+------1 
TOT/\L I 311 HTS.Bl 31 !BB.Bl 51 1.0'.0' • .0'1 31 1.0'.0' • .0'1 111 1.0'.0' • .0'1 31 1.0'8 • .0'1 561 1.0'.0' • .0'1 
·--------------------------------------------------------------------------------------------------------------------

9' 
~ 
rt 
<D 
Ii 

H 

-r 
() 

i.. 



TABLE 7 

SIZE CLASS PROFILE OF MONTHLY CONTRIBUTION PER MEMBER PER TONTINE 
BY NUMBER OF MEMBERS PER TONTINE FOR THE SAMPLE OF 56 TONTINES 

-------------------------------,----NuMsER-or-MEMBERs-PER-ToNrrNE-----1------------
1--------------------------------------1 
I 3-lB I 11-19 I 2B-4H I TOTAL !------------+------------+------------+------------

------------------------------!-~:--!--~---!-~:--!--=---!-~:-_! __ : __ I N. I X 
MONTHLY CONTRIBUTION PER I I I I I I -r-----r------
MEMBER (CFA> I I I I I I 1 I 
---=--------------------------1 I I I I I I I 
4Bf l ,2BB I 41 18.21 51 26.31 31 218./81 121 21 4 ------------------------------+-----+------+-----+------+-----+------+ + . 
1,281-3,BBB I 21 9.11 61 31.61 51 33.31---lJl--Zl-Z 
------------------------------+-----+------+-----+------+-----+------+-----+----:-
3, es1-0 .fiJfiJfiJ I 41 18.21 61 31.61 41 26.71 141 25 .0'1 ------------------------------+-----+------+-----+------+-----+------+-----+----:-1 
8,BB1-4B,fiJfiJB I 121 54.51 21 1.0'.51 31 2.0'.BI 171 3.0' 41 ------------------------------+-----+------+-----+------+-----+------+-----+----:_, 
TOTAL I 221 US.Bl 191 lBB.BI 151 lfiJ.0'.BI 561 IBB Bl 
----------------------------------------------------------------------------~---~~--

TABLE B 

SIZE CLASS PROFILE OF MONTHLY CONTRIBUTION PER MEMBER PER TONTINE 
BY TONTINE LIFE CYCLE (JN DAYS> FOR THE SAMPLE OF 56 TONTINES 

I TONTINE LIFE CYCLE <DAYSI I 
1----------------------------------------------------------------1 
I 33-6B I 61-12B I 121-24B I 241-3BB I 3Bl-36B I TOTAL !------------+------------+------------+------------+------------+------------
! N. I X I N. I r. I N. I X I N. I X I N. I X I N. I X ------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------

MONTHLY CONTRIBUTION PER I I I I I I I I I I I I 
MEMBER <CFA> I I I I I I I I I I I I 
------------------------------1 I I I I I I I I I I I 
4HB-l,2BfiJ I 21 4B.fiJI 61 35.31 31 13.61 11 12.51 .I .I 121 21.4 ------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------
l, 2fiJ1-3, IJBB I 21 48.HI SI 29.41 41 18.21 21 2S.BI .I .I 131 23.2 ------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------
3 ,B!Jl-8 ,BBB I 11 2/J.BI 41 23.SI 61 27.31 11 12.51 21 SB.Bl 141 2S.B ------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------
8, !Ml-4fiJ, fiJBB I .I .I 21 11.81 91 4B.91 41 SB.HI 21 5B • .0'1 171 3.0',4 ------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------

I TOTAL I 51 1BB.BI 171 lB.0'.fiJI 221 1.0'B • .0'1 81 1.0'B • .0'1 41 1.0'.0' • .0'1 561 1.0'.0' • .0' 
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sizeable representation of tontines in all three membership 

size categories. However, it is clear that the small 

membership group (3 to 10 members) is disproportionately 

represented in the highest relative wealth class of tontine 

activity. In brief, 54 percent of these small size tontines 

generate monthly contributions per member in the highest 

wealth class of tontines. 

An interesting pattern is also evident in the life cycle 

profile in Table 8. Tontines with short life cycles are 

disproportionately represented in the poorer relative wealth 

classes. In contrast, tontines with longer life cycles are 

largely located in the higher income or wealth class. The 

findings of both tables suggest that the highest relative 

wealth tontine is made up of a relatively small number of 

members (i.e. the 3 to 10 member group) who meet only once a 

month (rather than once a week) and make a fairly sizeable 

contribution each month. These, with some exceptions, are 

made up of the public employee category (school teachers, 

extension agents, etc.) who live and/or work in the villages. 

This is also consistent with the findings on literacy in 

Table 9 and locale for contribution (Table 10). Although 

only 30 percent of the tontine organizers are literate, a 

relatively large number of the literate organizers (13 out of 

17) fall into the highest tontine wealth class (Table 9). By 

the same token a relatively large share of those tontines who 
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TABLE 9 

SIZE CLASS PROFILE OF MONTHLY CONTRIBUTION PER MEMBER PER TONTINE 
BY TENDENCY FOR ORGANIZER TO BE LITERATE AND IN ACTIVE MONEY 

KEEPER ROLE FOR THE SAMPLE OF THE 56 TONTINES 

I MONEY KEEPER ACTIVITY I I LITERATE I 
1-------------------------1 1-----------------------~-1 
I YES I NO I TOTAL I YES I NO I TOTAL 
l------------+------------+------------+------------+------------+------------
1 N. I X I N. I X I N. I N. I X I N. I X I N. 

------------------------------+-----+------+-----+------+------------+-----+------+-----+------+------------
MONTHLY CONTRIBUTION PER I I I I I I I I I I 
MEMBER (CFA> I I I I I I I I I I 
------------------------------1 I I I I I I I I I 
4.0'.0'-l,2.0'.0' I 31 12.51 91 28.11 121 21 11.81 1.0'1 25.61 12 
------------------------------+-----+------+-----+------+------------+-----+------+-----+------+------------
1, 2.0'1-3 ,.0'.0'.0' I 51 2.0'.81 81 25 . .0'1 131 11 5.91 121 3.0'.81 13 
------------------------------+-----+------+-----+------+------------+-----+------+-----+------+------------
3 ,.0'.0'1-8, .0'.0'.0' I 61 25 . .0'1 81 25 . .0'1 141 11 5.91 131 33.31 14 
-------------~----------------+-----+------+-----+------+------------+-----+------+-----+------+------------
8 ,.0'.0'1-4.0' ,.0'.0'.0' I 1.0'1 41.71 71 21.91 171 131 76.51 41 l.0'.31 17 
------------------------------+-----+------+-----+------+------------+-----+------+-----+------+------------
TOTAL I 241 1.0'.0' . .0'1 321 1.0'.0' . .0'1 56 . .0'.0'1 171 1.0'.0' • .0'1 391 1.0'.0' . .0'1 56 • .0'.0' 

TABLE 1.0' 

SIZE CLASS PROFILE OF MONTHLY CONTRIBUTION PER MEMBER PER TONTINE 
BT MEETING PLACE FOR THE SAMPLE OF 56 TONTINES 

------------------------------------------------------------------------------------------------I MEETING PLACE I 
1---------------------------------------------------1 
I I ORGANIZER I PLACE OF I A MEMBER I 
I NO RESPONSE I HOME I \./ORK I HOME I TOTAL 
!------------+------------+------------+------------+------------

' I N. I X I N. I X I N. I X I N. I X I N. I X 
1------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------
IMONTHLY CONTRIBUTION PER I I I I I I I I I I 
!MEMBER <CFA> I I I I I I I I I I 
1------------------------------1 I I I I I I. I I I 
14.0'.0'-1,2.0'.0' I 11 5.0' • .0'1 81 22.91 11 8.31 21 28.61 121 21.4 
1------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------
l l ,2.0'1-3,S.0'.0' I .I .I 1.0'1 28.61 11 8.31 21 28.61 131 23.2 
1------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------
13,.0'.0'1-8,S.0'.0' I 11 5.0' . .0'1 81 22.91 21 16.71 31 42.91 141 25 • .0'1 
1------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------I 
18,B.0'1-4.0',.0'.0'.0' I .I .I 91 25.71 81 66.71 .I .I 171 3.0'.41 
1------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------I 
!TOTAL I 21 1.0'.0' . .0'1 351 1.0'.0' . .0'1 121 1.0'.0' . .0'1 71 1.0'.0' • .0'1 561 1.0'.0' • .0'1 
--------------------------------------------------------------------------------------------------

n I 
::J" 
pi. 
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rt 
CD 
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use the organizers place of work as the tontine meeting place 

fall into the highest tontine wealth class (Table 10). 

Additional findings of interest are that roughly 43 

percent of the tontine organizers (24 out of 56) also play a 

role as money-keepers for village inhabitants. Moreover the 

organizers performing this dual role are disproportionately 

represented in the highest tontine wealth class (Table 9). 

In addition, Table 11 highlights that previous tontine 

activity is very common for the tontine leaders, indeed 

almost universal, and a substantial majority, 66 percent are 

currently involved in more than one tontine. In this latter 

case, multiple tontine activity is more highly represented in 

the highest tontine wealth class than those leaders 

participating in only one tontine. 

Finally it is of interest to note in Table 12 that 

approximately 84 percent of the tontines (47 out of 56) paid 

a fee to the leader or organizer for managing the tontines 

business. Curiously six out of the nine tontines who did not 

do so fall into the highest tontine wealth class. This 

reflects the relatively higher income public employee 

tontines who operate at the place of work. The management 

function is minimal as compared to the tontines with a larger 

membership of housewives or traders that meet more 

frequently. Before summarizing our findings and drawing out 

the implications of tontine behavior in rural Niger, it is 

(246) 



TABLE 11 

SIZE CLASS PROFILE OF MONTHLY CONTRIBUTION PER MEMBER PER TONTINE 
BY RANGE OF ORGANIZERS EXPERIENCE WITH PREVIOUS TONTINES AND 

CURRENT ACTIVITY IN MORE THAN ONE TONTINE 

I I I MORE THAN ONE CURRENT 
I !PREVIOUS TONTINE ACTIVITVI I TONTINE I 
I 1-------------------------1 1-------------------------1 
I I YES I NO I TOTAL I YES I NO I TOTAL I 1------------+------------+------------+------------+------------+------------I I N. I % I N. I X I N. I N. I X I N. I X I N. 1------------------------------+-----+------+-----+------+------------+-----+------+-----+------+------------
IMONTHLY CONTRIBUTION PER I I I I I I . I I I I 
!MEMBER <CFA> I I I I I I I I I I 
1------------------~----------- I I I I I I I I I I 
I UB-1, 2/JB I HI' I 2B. 4 I 2 I 28. 61 121 81 21. 6 I 4 I 21. 11 12 1------------------------------+-----+------+-----+------+------------+-----+------+-----+------+------------11,2•1-3,BBB I 111 22.41 21 28.61 131 81 21.61 51 26.31 13 1------------------------------+-----+------+-----+------+------------+-----+------+-----+------+------------
13,BBl-B,BBB I 131 26.51 11 14.31 141 Bl 21.61 61 31.61 14 l------------------------------+-----+------+-----+------+------------+-----+------+-----+------+------------
IB,B81-4B,BBB I 151 3B.61 21 28.61 171 131 35.11 41 21.11 17 1------------------------------+-----+------+-----+------+------------+-----+------+-----+------+------------
ITOTAL I 491 lBB.BI 71 lBB • .0'1 56 • .0'BI 371 lBB • .0'1 191 1.0'.0' • .0'1 56 • .0'.0' 

TABLE 12 

SIZE CLASS PROFILE OF MONTHLY CONTRIBUTION PER MEMBER PER TONTINE 
BV ORGANIZER IN ACTIVE TREASURER ROLE FOR THE SAMPLE OF 56 TONTINES 

I TREASURER I 
1-------------------------1 
I YES I NO I TOTAL !------------+------------+------------

' I N. I X I N. I X I N. I X 1------------------------------+-----+------+-----+------+-----+------
IMONTHLY CONTRIBUTION PER I I I I I I 
IMEMBER CCFAl I I I I I I 
1------------------------------1 1 1 1 I . I 
14.0'8-1,288 I lBl 21.31 21 22.21 121 21.4 l------------------------------+-----+------+-----+------+-----+------
l 1,281-3,B8.0' I 131 27.71 .I .1 131 23.2 l------------------------------+-----+------+-----+------+-----+------
13,.0'Bl-B,BB.0' I 131 27.71 11 11.11 141 25.8 1------------------------------+-----+------+-----+------+-----+------
18,B.0'1-4.0',BBB I 111 23.41 61 66.71 171 3B.4 !------------------------------+-----+------+-----+------+-----+------
'TOTAL I 4 71 lBB .BI 91 l.0'B .B 1 561 l.0'B .S 

I 
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important to document and interpret the role of the money

keeper in the same locales. 
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3. The Role of the Money-keeper in Rural Niger: 

An Overview 

In addition to the tontine societies, the money-keeper 

also plays an important role in informal finance at the 

village level. Just as there are invariably several tontines 

operating in practically all the villages in the country, 

there are numerous money-keepers in these same villages as 

well. The qualifications necessary to perform money-keeping 

services focus on two principal attributes: a record of 

personal honesty and fairness in dealings with people in the 

village and economic security. The latter is important in 

that potential depositors feel more secure (if honesty and 

fairness is certain) in leaving their money with someone who 

is relatively well off and a successful farmer, merchant, 

etc.- than with someone with a low income or a poor 

performance in business or farming. 

The field survey documented the fact that there is a 

busy, wide ranging clientele for money-keepers' services from 

peasant farmers, herders, and marabouts to sellers of grain, 

vegetables and livestock, village chiefs, imams, housewives 

and teachers among others. The clientele's need for money

keeper services are several: (1) to get money out of their 

homes and into someone else's hands where it is safer and not 

immediately visible and available for other family members to 

draw upon; (2) to act as a convenient place (and person) for 
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clubs and village associations to keep their collective 

funds, and; (3) a convenient intermediary to use their funds 

to purchase goods on their behalf in other locales (such as 

Nigeria). Since money-keepers do not pay their clients any 

fee for holding their deposits (since they allegedly do not 

loan them out), interest earnings are not a motive for 

depositing funds with a money-keeper. 

Table 13 sets forth the ethnic composition and the 

arrondisements in which we interviewed our sample of 56 

money-keepers. As explained earlier in our discussion of the 

tontine survey, the sample was drawn from the list of money

keepers recorded in the random sample subset of 22 villages 

surveyed the previous summer in our household survey. Nine 

additional neighboring villages were added to the sample to 

increase the size of 56 money-keepers. Interviewers went 

down the list in a random fashion until they found a money

keeper in the village to interview. Out of our sample of 22 

random sample villages we interviewed 56 money-keepers. 

Table 13 indicates that Hausa comprised more than half of our 

sample followed by Zarmas, Peulhs and Touregs in that order. 

Farmers and merchants predominate among the occupations of 

money-keepers with the former heavily represented. Men 

account for almost 90 percent of the money-keepers, in 

contrast to Tontines where women predominated as leaders and 

organizers. 

(250) 



Chapter IV -C 

Table 13 

Selected Characteristics of Money Keepers from 
the Sample of 56 Money Keepers in the Rural Finance Project Survey , 1986 

1. Haoussa 
2. Zarma 

1. Say 
2. Tillabery 
3. Filingue 
4. Loga 
5. Gaya 
6. B. N'Konni 

1. Traders 
2. Farmers 
3. Housewives 

1. Men 
2. Women 

TOTAL 

1. Chief 
2. Imam 
3. Mem. Vil. Counc. 

32 
13 

7 
4 
6 
3 
7 
5 

No. 

13 
33 

4 

No. 

50 
6 

56 

No. 

6 
2 

11 

% 

57.1 
23.2 

__ %_ 

12.5 
7.2 

10.7 
5.4 

12.5 
8.9 

% 

23.2 
58.9 

7.1 

A. Ethnic Group 

3. Peulh 
4. Touareg 

TOTAL 

B. Arrondissement 

7. Reita 
8. Guidan Roundji 
9. Madarounfa 

10. Mirriah 
11. Magaria 

TOTAL 

C. Occupations 

4. Others 
TOTAL 

D. Gender and Literacy 

% 

89.3 
10.7 
100.0 

1. Literate 
2. Illiterate 

TOTAL TOTAL 

E. Position in Village 

% 

10.7 
3.6 

19.6 

( 251) 

4. Mem. Rel.Assoc. 
5: Others 

TOTAL 

6 
5 

56 

No. 

3 
5 
6 
5 
5 

56 

No. 

6 
56 

27 
29 

No. 

11 
26 
56 

56 

10.7 
1.0 

100.0 

% 

5.4 
8.9 

10.7 
8.9 
8.9 
100.0 

% 

10.8 
100.0 

% 

48.2 
51.8 

% 

19.6 
46.5 

100.0 

% 

100.0 
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Table 14 highlights the fact that money-keeper activity 

is highly seasonal in nature. In this table all the values 

for deposits, depositors and loan activity are ranked from 

the lowest to the highest value in each column separately in 

order to illustrate the extreme range and profile for each 

variable. There is an aggregate total for each column. The 

seasonality of deposit behavior is evident here. The maximum 

deposits and number of depositors are much higher at the 

height of the season (around the harvest and immediate post 

harvest period) than they are during the dry season (the 

soudure). There were 39 money-keepers who had active 

accounts during the past season. The remaining 17 were 

inactive. The aggregate flow of funds, i.e. the total of 

maximum deposits at the height of the season, reached 

approximately 30 million CFA (or US$79,000), while the total 

during the dry season was roughly 13 million CFA (or 

US$34,000) for these 39 money-keepers. The number of 

depositors also increases markedly from the dry season to the 

height of the season (from 363 to 617). The data in Table 14 

imply that the average size of deposit per depositor at the 

height of the season was 48,774 CFA (or US$128) while during 

the dry season it declined to 35,507 CFA (or US$115). This 

compares to an average size of deposit (countrywide) of 

19,200 CFA in the formal market of the Post Office Savings 

Bank in 1984. 
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Table 14 

Selected Indicators of Money Keeper Activity Ranked from Lowest to Highest 
Values for each Indicator Separately for the 39 Money Keepers 

Recording Deposit Activity and the 44 Money Keepers Making Loans in 1985 - 1986. 
(') 

Maximum Deposits Minimum Money Keeper ::J" 
Pl 

at Height Deposits During Maximum Number Minimum Number Informal Loan 'O 
rt 

of Season Dry Seasons of Depositors at of Depositors Activity CD 

(CFA) (CFA) Height of Season During Dry Season (CFA) Ii 

(1) ( 2) (3) ( 4) ( 5) H 
<::: 
I 

10,000 100 1 1 1,000 (') 

12,000 100 1 1 1,000 
16,800 1,000 1 1 1,500 
20,000 1,800 1 1 2,000 
30,000 2,500 1 1 3,000 
30,000 2,700 1 1 5,000 
45,000 4,000 2 1 5,000 
50,000 5,000 2 1 5,000 
75,000 5,000 2 1 5,000 
80,000 10,000 2 1 5,000 

I\.> 90,000 10,000 3 1 8,000 
Ul 
w 90,000 10,000 3 1 10,000 

100,000 10,000 3 1 10,000 
100,000 12,000 3 2 10,000 
100,000 12,000 3 2 10,000 
150,000 15,000 4 2 10,000 
200,000 15,000 5 3 10,000 
240,000 20,000 5 3 10,000 
240,000 20,000 9 3 10,000 
255,000 20,000 10 3 10,000 
280,000 30,000 10 4 12,000 
280,000 30,000 10 5 15,000 
320,000 30,000 10 5 15,000 
330,000 33,000 12 6 15,000 
540,000 60,000 13 7 15,000 
550,000 70,000 15 7 20,000 
900,000 70,000 15 7 20,000 
960,000 100,000 16 10 23,000 



rv 
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""' 

TOTAL 

Table 14 (cont) 

Selected Indicators of Money Keeper Activity Ranked from Lowest to Highest 
Values for each Indicator for the 39 Money Keepers Recording Deposit Activity 

and the 44 Money Keepers Making Loans in 1985 - 1986. (Continued) 

Maximum Deposits Minimum 
at Height Deposits During 
of Season Dry Seasons 

(CFA) (CFA) 
(1) (2) 

1,000,000 100,000 
1,200,000 150,000 
1,500,000 160,000 
1,500,000 250,000 
1,500,000 280,000 
1,600,000 450,000 
2,000,000 600,000 
2' 100,000 600,000 
2,600,000 700,000 
4,000,000 1,000,000 
5,000,000 8,000,000 

30,093, 792 12,889,197 

Maximum Number 
of Depositors at 

Height of Season 
(3) 

17 
20 
20 
20 
20 
21 
25 
30 
30 

100 
150 

617 

Minimum Number 
of Depositors 

During Dry Season 
(4) 

10 
10 
10 
10 
11 
15 
18 
20 
27 
50 

100 

363 

Informal Loan 
Activity 

(CFA) 
( 5) 

24,000 
30,000 
30,000 
40,000 
40,000 
40,000 
50,000 
50,000 
50,000 
50,000 

100,000 
125,000 
215,000 
400,000 
400,000 
500,000 

2,410,499 

Source: Rural Finance Project Survey, April-May 1986. 
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At the same time Table 14 underscores the fact that 

money-keepers also engage in informal loan activity in their 

villages. Our interviews documented the most important loan 

undertaken by money-keepers during the last season. This is 

reported in rank order in column 5. Loan sizes range from a 

low of 1,000 CFA to a maximum of 500,000 CFA (or from 05$2.60 

to US$1,315). The average loan size per money-keeper making 

loans amounts to 54,784 CFA (or 05$144). This compares to an 

average sized outstanding loan balance for individual loans 

in the CNCA (for 1985-86) of approximately 42,300 CFA. Thus 

the rural money-keeper, on the average, makes village loans 

(which are largely used for consumption and ceremonial 

expenses) of comparable size or larger than the agricultural 

production loans of the CNCA. Only the animal traction 

package loans documented in our 1985 summer survey are 

substantially larger (reaching, on the average, approximately 

131,049 CFA per loan). As in the case of our analysis of the 

Tontines, it is now instructive to analyze money-keeper 

operations in reference to the relative wealth of its 

clientele. 

4. The Association Between The Profile of Money-keeper 

Activity and The Relative Income Level of Deposits 

The next step in understanding the operation of money

keeping services is to see how the profile of this activity 

changes at different levels of loan and deposit activity. To 
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do this we created three classes of deposit activity (that 

contained a comparable number of cases in each class), four 

classes of loan activity and four groups of depositors by 

number. 

Table 15 highlights the seasonal flow of deposit 

activity between the high and low points of the season by the 

income classes of activity for each season. The diagonal 

array of findings underscores the marked seasonal shift of 

deposit activity from high to low magnitudes. For example, 

of the 27 cases of deposit activity falling into the lowest 

deposit class during the dry season (100 to 100,000 CFA), 15 

deposits moved up into the higher two deposit classes during 

the height of the season. Of the 11 deposits that were 

recorded in the intermediate size class during the dry season 

(100,001 to 1,000,000 CFA), eight moved up to the highest 

size class during the height of the season. Table 16, in 

addition, illustrates the positive association between the 

number of depositors and the size of total deposits at the 

height of the season. This marked seasonality in the flow of 

funds reflects the highs and lows of the real economy, in 

this case the agricultural economy at the village level. As 

we shall see shortly, the money-keepers in our sample are 

also engaged in loan activity. This fact, combined with the 

seasonal flow of funds in his deposit activities, strongly 

suggests the money-keeper is engaging in a rudimentary form 



1'.J' 
l.J1 
-....] 

TABLE 15 

SIZE CLASS PROFILE OF MAXIMUM DEPOSIT ACTIVITY AT HEIGHT OF SEASON 
BY MINIMUM ACTIVITY DURING DRY SEASON FOR THE SAMPLE 

OF 56 MONEY KEEPERS 

I MIN DEPOSITS DRY SEASON <CFA) I 
1---------------------------------------------------1 
I I I UfiJ,liflifl- I 1,!6!61,BSfiJ- I 
INO ACTIVITY 11SfiJ-1B.0',.0'.0'fiJ I 1,fiJ.0'fiJ,fiJ.0'.0' I 5,.0'fiJfiJ,.0'.0'fiJ I TOTAL I l------------+------------+------------+------------+------------1 I N. I X I N. I X I N. I X I N. I X I N. I X I ------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------1 MAX DEPOSITS HEIGHT OF SEASON I I I I I I I I I I I 

< CFA > I I I I I I I I I I I 
------------------------------1 I I I I I I I I I I 
NO ACT IV ITV I 1 7 I UH • .0' I • I • I . I • I • I • I 1 7 I 3.0'. 4 I ------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------1 
llif.0'- llif.0', fiJ.0'.0' I . I • I 12 I 44. 4 I • I • I • I • I 121 21. 4 I ------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------1 
1.0'.0',.0'.0'1-1,.0'.0'.0',.0'.0'.0' I .I .I 131 48.11 31 27.31 .I .I 161 28.61 ------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------1 
1,.0'.0'1,.0'.0'.0'-5,0fiJ0,fiJfiJ.0' I .I .I 21 7.41 81 72.71 11 UJliJ.fiJI 111 19.61 ------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------1 
TOTAL I 171 UY.0' • .0'1 271 l.0'fiJ.fiJI 111 1.0'fiJ.fiJI 11 l.0'fiJ • .0'1 561 1.0'fiJ.fiJI 

TABLE 16 

SIZE CLASS PROFILE OF MAXIMUM NUMBER OF DEPOSITORS BY MAXIMUM 
DEPOSIT FOR THE SAMPLE OF 56 MONEY KEEPERS 

I MAX DEPOSITS HEIGHT OF SEASON ICFA> I 
1---------------------------------------------------1 
I I I llif.0',.0'.0'1- I 1,fiJfiJl,fiJJ60- I 
INO ACTIVITY llfiJ0-l.0'.0',000 I 1,000,0fiJ.0' I 5,.0'0.0',.0'.0'.0' I TOTAL l------------+------------+------------+------------+------------
1 N. I X I N. I X I N. I X I N. I X I N. I X ------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------MAXIMUM NUMBER OF DEPOSITORS I I I I I I I I I I 

------------------------------1 I I I I I I I I I 
NO ACTIVITY I 171 urn.01 • I • I • I • I • I • I 171 1.0'.0' • .0' ------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------
1-2 I .I .I 61 6fiJ.fiJI 41 4.0'.fiJI .I .I 1.0'1 1.0'.0' • .0' ------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------
3-13 I .I .I 21 13.31 81 53.31 51 33.31 151 1.0'.0' • .0' ------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------
14-2.0' I .I .I .I .I 31 37.51 51 62.51 81 lfiJfiJ • .0' ------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------
21-1 SfiJ I .I .I 41 66.71 11 16.71 11 16.71 61 l.0'fiJ.S ------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------TOTAL I 171 3.0'.41 121 21.41 161 28.61 111 19.61 561 lB.0' • .0'1 

I 
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of liquidity management with his fungible financial 

resources. 

Tables 17 and 18 set forth the associations that exist 

between the size profiles of maximum deposit activity and 

money-keeper loans, on the one hand, and money-keeper 

occupations on the other hand. There is a slight tendency 

for merchants (traders) with a money-keeping role to have a 

higher representation in the two highest deposit classes and 

for farmer - money-keepers, the other major occupational 

group, to record a higher percent in the no activity class. 

In the case of loan size activity again there is a tendency 

for merchant-traders to be disproportionately represented in 

the highest loan size category, but, at the same time, they 

are also disproportionately represented in the no loan 

category in comparison to farmer - money-keepers. Still we 

feel the trends in this table are not sufficiently clear to 

make any strong conclusions concerning the association of the 

money-keeper's occupation and the level of deposit and loan 

activity. 

The same lack of a clear trend is also apparent for the 

association between ethnic group and the level of deposit and 

loan activity in Tables 19 and 20. It is true that Peulh 

money-keepers in both tables are, on the whole, represented 

in higher deposit and loan size categories than are the other 

ethnic groups. Also the Touregs are located in the lowest 

categories. However there are an insufficient number of 

(258) 
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TABLE 17 

SIZE CLASS PROFILE OF MAXIMUM DEPOSIT ACTIVITY AT HEIGHT OF SEASON 
BY OCCUPATION OF ORGANIZER FOR THE SAMPLE OF 56 MONEY KEEPERS 

I OCCUPATION OF MONEY KEEPER I 
1---------------------------------------------------1 
I TRADERS I FARMERS I HOUSEWIVES I OTHERS I TOTAL 
1------------+------------+------------+------------+------------

I I N. I X I N. I X I N. I X I N. I X I N. I X 
1------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------
IMAX DEPOSITS HEIGHT OF SEASON I I I I I I I I I I 
I <CFAl I I I I I I I I I I 
1------------------------------1 I I I I I I I I I 
INO ACTIVITY I 31 23.11 131 39.41 .I .I 11 16.71 171 3.0'.4 
1------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------
l l.0'.0'-l.0'.0',,0'.0'.0' I 31 23.11 51 15.21 21 5.0' • .0'1 21 33.31 121 21.4 
1------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------
l l.0'.0',.0'.01-l,.0'.0.0,JJ.(J.0 I 51 38.51 91 27.31 21 5.0' • .01 .I .I 161 28.6 
1------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------
11,.0.0'1,.0.0'.0'-5,.0'.0'.0,JH)'.0' I 21 15.41 61 18.21 .I .I 31 5.0' • .0'1 111 19.6 
1------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------
ITOTAL I 131 1.0'.0' • .0'1 331 1.0'.0' • .0'1 41 1.0'.0' • .0'1 61 1.0'.0' • .0'1 561 1.0'.0' • .0' 

TABLE 18 

SIZE CLASS PROFILE OF MONEY KEEPER LOAN SIZE ACTIVITY BY OCCUPATION 
FOR THE SAMPLE OF 56 MONEY KEEPERS 

I MONEY KEEPER LOAN SIZE ACTIVITY <IN CFA> I 
1----------------------------------------------------------------1 
I I I I 12,.0'.0'1- I 33,.0'.0'1- I 
I NONE 11,.0'.0'.0'-5,.0'.0'.0' 15,.0'.0'1-12,.0'.0'.0'1 33,.0'.0'.0' I 215,0.0'.0' I TOTAL 
1------------+------------+------------+------------+------------+------------
I N. I r. I N. I r. I N. I X I N. I X I N. I X I N. I X 

1------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------
IOCCUPATION OF MONEY KEEPER I I I I I I I I I I I I 
1------------------------------1 I I I I I I I I I I I 
!TRADERS I 41 3JL81 11 7.71 31 23.11 .I .I 51 38.51 131 1.0'.0'./8 
1------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------
IFARMERS I 51 15.21 61 18.21 71 21.21 Bl 24.21 71 21.21 331 1.0'.0' • .0' 
1------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------
IHOUSE'v/IVES I 11 25.01 21 5.0' • .0'1 .I .I 11 25 • .0'1 .I .I 41 1.0'.0' • .0' 
1------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------
IOTHERS I 21 33.31 11 I6.71 II 16.71 II 16.71 11 16.71 61 1.0'.0' • .0' 
1------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------
ITOTAL I 121 21.41 1.0'1 17.91 Ill 19.61 1.0'1 17.91 131 23.21 561 1.0'.0' • .0' 

I 



TABLE 19 

SIZE CLASS PROFILE OF MAXIMUM DEPOSIT ACTIVITY AT HEIGHT OF SEASON 
BY ETHNIC GROUP FOR THE SAMPLE OF 56 MONEY KEEPERS 

------------------------------------~-----------------------------------------------------------
I ETHNIC GROUP I 
1---------------------------------------------------1 
I HAOUSSA I ZARMA I PEULH I TOUAREG I TOTAL I 
l------------+------------+------------+------------+------------1 
I N. I X I N. I .r. I N. I .r. I N. I .r. I N. I r. I 

------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------1 
MAX DEPOSITS HEIGHT OF SEASON I I I I I I I I I I I 
( CFA > I I I I I I I I I I I 
------------------------------1 I I I I I I I I I I 
NO ACTIVITY I 81 25 • .0'1 61 46.21 • I • I 31 6.0' • .0'1 171 3.0'.41 
------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------1 
UH!-1/J.0',.0'.0'.0' I 91 28.11 31 23.11 .I .I .I .I 121 21.41 
------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------1 
1.0'.0',.0'.0'1-l,.0'.0'.0',.0'DRf I 91 28.11 31 23.11 21 33.31 21 4.0' • .0'1 161 28.61 
------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------1 
1,.0'.0'1,.0'.0'.0'-5,.0'.0'.0',.0'.0'.0' I 61 18.81 11 7.71 41 66.71 .I .I 111 19.61 
------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------1 
TOTAL I 321 1.0'.0' • .0'1 131 1.0'.0' • .0'1 61 1.0'.0' • .0'1 51 1.0'.0' • .0'1 561 1.0'.0' • .0'1 

TABLE 28 

SIZE CLASS PROFILE OF MONEY KEEPER LOAN SIZE ACTIVITY BY ETHNIC GROUP 
FOR THE SAMPLE OF 56 MONEY KEEPERS 

I MONEY KEEPER LOAN SIZE ACTIVITY <IN CFA> I 
1----------------------------------------------------------------1 
I I I I 12,.0'.0'1- I 33,.0'.0'1- I 
I NONE 11,.0'.0'.0'-5,.0'.0'.0' 15,.0'.0'1-12,.0'.0'.0'1 33,.0'.0'.0' I 215,.0'.0'.0' I TOTAL 
l------------+------------+------------+------------+------------+------------
1 N. I .r. I N. I .r. I N. I .r. I N. I X I N. I X I N. I X 

------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------
ETHNIC GROUP I I I I I I I I I I I I 
------------------------------1 I I I I I I I I I I I 
HAOUSSA I 91 28.11 51 15.61 61 18.81 41 12.51 81 25 • .0'1 321 1.0'.0' • .0' 
------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------
ZARMA I 21 15.41 31 23.11 21 15.41 21 15.41 41 3.0'.81 131 1.0'.0' • .0' 
------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------
P EUL H I . I . I . I . I 11 16.71 41 66.71 11 16.71 61 1.0'.0' • .0'1 
------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------! 
TOUAREG I 11 2.0' . .0'1 21 4.0' • .0'1 21 4.0' • .0'1 .I .I .I .I 51 1.0'.0' • .0'1 
------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------! 

ITOTAL I 121 21.41 1.0'1 17.91 111 19.61 1.0'1 17.91 131 23.21 561 1.0'.0' • .0'1 
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TABLE 21 

SIZE CLASS PROFILE OF MAXIMUM DEPOSIT ACTIVITY AT HEIGHT OF SEASON 
BY LOAN SIZE FOR THE SAMPLE OF 56 MONEY KEEPERS 

I MONEY KEEPER LOAN SIZE ACTIVITY (IN CFA> I 
1----------------------------------------------------------------1 
I I . I I 12,0.01- I 33,.0.01- I 
I NONE 11,Z.0'0-5,0fJ0 15,001-12,.0'001 33,00.0' I 215,00.0' I TOTAL 1------------+------------+------------+------------+------------+------------
I N. I X I N. I X I N. I X I N. I X I N. I % I N. I % ------------------------------+-----+------+-----+------+-----+------+-----+------+-----t------+-----+------MAX DEPOSITS HEIGHT OF SEASON I I I I I I I I I I I I 

( CFA > I I I I I I I I I I I I 
------------------------------1 I I I I I I I I I I I 
NO ACTIVITY I 51 41.71 41 4.0' • .0'1 31 27.31 11 1.0' • .0'1 41 3.liJ.81 171 3B'.4 ------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------1 
lf!B-188,!J.0'.0' I 41 33.31 21 2.0' • .0'1 31 27.31 21 2JJ.01 11 7.71 121 21.41 ------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------1 
IBfJ,BfJl-1,fJfl!J,JnrB I 21 16.71 31 3.0' . .0'1 41 36.41 41 4.0' • .01 31 23.11 161 28.61 ------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------1 
1,.0.0'1,.0'BB-5,!J.0'fJ,fJFJfJ I 11 8.31 11 18 • .0'1 11 9.11 31 3.0' • .0'1 51 38.51 111 19.61 ------------------------------+-----+------+-----+------+-----+------+-----+------+-----+------+-----+------1 
TOTAL I 121 urn.01 1.0'1 urn.Bl 111 l!J.0' • .0'1 1.0'1 1.0'.0' • .01 131 UH.Bl 561 1.0'.0' • .0'1 
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Chapter IV 

production cycle. Analysis of our sample of 56 tontines 

indicated that women predominated as tontine leaders either 

as housewives or market women. However other professions 

such as public employees living in or around the villages 

also participated. There was a wide variety of tontine 

sizes, levels of contribution per turn and frequency of 

meetings with consequent different life cycles that ranged 

from two months to one year in length. 

Monthly contribution per person per tontine (the best 

single indicator of the implicit income level of the 

membership) ranged by a multiple of 100, i.e. from a low of 

400 CFA to a high of 40,000 CFA. The life cycle of liquidity 

circulation had a range from 6,400 CFA in the poorest tontine 

to 4,000,000 CFA in the wealthiest. Aggregate life cycle 

circulation for all 56 tontines amounted to 27,195,088 CFA or 

roughly US$72,000 at an exchange rate of 380 CFA to one 

dollar (the rate ruling at the end of 1985). 

The highest income class of tontines (by monthly 

contribution per member) were strongly associated with male 

members, literacy of the leader or organizer, public employee 

groups, farmers and merchants, Peulh and Zarma ethnic 

origins, small group size {3 to 10 members), high 

contributions per turn, less frequent meetings (once a month) 

and longer life cycles (9 months to a year). At the same 

time these groups held their meetings at the work place and 
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TABLE 22 

SIZE CLASS PROFILE OF MAXIMUM DEPOSIT ACTIVITY AT HEIGHT OF SEASON 
ASSOCIATED WITH PAWNBROKER ACTIVITY 

FOR THE SAMPLE OF THE 56 MONEY KEEPERS 

I PAWNBROKER ACTIVITY I 
1-------------------------1 
I YES I NO I TOTAL I 1------------+------------+------------1 
I N. I X I N. I X I N. I X I ------------------------------+-----+------+-----+------+-----+------1 

MAX DEPOSITS HEIGHT OF SEASON I I I I I I I 
< CFA > I I I I I I I 
------------------------------1 I I I I I I 
NO ACTIVITY I 51 27.81 121 31.61 171 3fiJ.41 ------------------------------+-----+------+-----+------+-----+------1 
188-188,888 I 51 27.81 71 18.41 121 21.41 ------------------------------+-----+------+-----+------+-----+------1 
l!iYfiJ,8/iJl-1,fiJ88,888 I 61 33.31 181 26.31 161 28.61 ------------------------------+-----+------+-----+------+-----+------1 
1,IJ/Jl,fJ/JfJ-5,8fiJ8,88/J I 21 11.11 91 23.71 111 19.61 
------------------------------+-----+------+-----+------+-----+------1 
TOTAL I 181 188.81 381 188 • .0'1 561 18.0' • .0'1 

TABLE 23 

SIZE CLASS PROFILE OF MAXIMUM DEPOSIT ACTIVITY AT HEIGHT OF SEASON 
ASSOCIATED WITH STORAGE SERVICES 

FOR THE SAMPLE OF THE 56 MONEY KEEPERS 

I OTHER STORAGE SERVICES I 
1-------------------------1 
I YES I NO I TOTAL I 1------------+------------+------------1 
I N. I X I N. I X I N. I X I ------------------------------+-----+------+-----+------+-----+------

MAX DEPOSITS HEIGHT OF SEASON I I I I I I 
< CFA > I I I I I I 
------------------------------1 I I I I· I 
NO ACTIVITY I 181 25.61 71 41.21 171 38.4 ------------------------------+-----+------+-----+------+-----+------
lfiJ8- lfiJ8, 88fiJ I 1.0'1 25.61 21 11.81 121 21.4 ------------------------------+-----+------+-----+------+-----+------
lfiJ.0' ,fiJJH -1 ,.0'/JJlJ ,JlJ/iJf,J I 121 38.81 41 23.51 161 28.6 
------------------------------+-----+------+-----+------+-----+------
1 ,.081 ,81JfiJ-5 ,fiJ/JfiJ ,fiJfiJfiJ I 71 17.91 41 23.51 111 19.6 
------------------------------+-----+------+-----+------+-----+------
TOTAL I 391 lfiJ.0' • .0'1 171 l.0'ftJ • .0'1 561 188 • .0' 

H 
<: 
I 

() 

, 



Chapter IV 

cases for these ethnic groups to draw any strong conclusions. 

When one looks at the profile for Hausa and Zarma money

keepers (where the number of cases are more ample) the 

contrasting results are not particularly striking. Hausa 

money-keepers tend to fall into higher deposit activity 

classes than Zarmas, but Zarma money-keepers have a larger 

proportional representation than Hausas in the two largest 

loan size categories. As in the case of occupations, we feel 

the trends reflect at best relatively weak associations. 

More interesting results emerge from Tables 21 and 22. 

In Table 21 there is a positive association between the 

money-keepers loan size activity, on the one hand, and the 

size of deposits at the height of the season on the other 

hand. The 22 money-keepers issuing no loans or loans of 

small size are disporportionately represented in the no 

deposit or low deposit class in Table 21. In contrast, those 

23 money-keepers making loans in the two largest loan size 

classes are, at the same time, disporportionately engaging in 

high deposit activity. 

Table 22 also indicates that many of these money-keepers 

are offering not only loan services, but also, pawnbroking 

and other storage services (largely grain storage) for 

village inhabitants. There would appear to be a slight 

tendency for money-keepers in the highest deposit activity 

class to engage relatively less in pawnbroking and other 

storage services. Money-keepers in the two lower deposit 
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repayments recycling through time on a fairly regular on

going basis. 

In summary, it is fair to conclude that the money-keeper 

does not limit his services to the depository role. He also 

engages in substantial loan activity to villagers which is 

facilitated by his depository role. It is also possible that 

he makes loans to many of his depositor clientele. In 

benefitting from these loan services, depositors would be 

indirectly rewarded for having deposited their funds with him 

(since they receive no deposit interest fee for doing so). 

This possible deposit-loan link could be a strong inducement 

for villagers to leave their savings with a money-keeper 

since they could act as a surrogate downpayment for a future 

line of credit in an emergency. The survey, however, did not 

enter into sufficient detail to ascertain the above 

speculations. Future surveys should be designed to explore 

more explicitly the deposit-loan linkage in money-keeper 

activity at the village level. 

5. Conclusions 

(a) Tontines 

Tontine and money-keeper activities are widespread in 

rural ~il.la§es- o.f ~. They- both play vital roles in 

facilitating a rudimentary form of financial intermediation. 

Many tontines exist in each village with the level of their 

activity fluctuating with the seasonal flow of the villages' 
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classes engage relatively more in offering these services to 

villagers. These findings, in the end, are consistent with 

those reported in Table 21 on money-keeper loan services. 

The positive association between deposit activity and loan 

activity suggests that as money-keepers acquire a larger base 

of deposits, they may begin to reduce their pawnbroking and 

grain storage activities and move more into offering loan 

services as the important complementary activity accompanying 

their depository role. 

An important implication of these findings is the 

apparent link between deposits and loans in the money-keepers 

activity. Although most money-keepers stated that they did 

not loan out deposits under their control it would probably 

be unpolitic for him to admit this to an interviewer. It is 

likely that these resources would be merged with his own 

funds in a common fungible pool of resources and used in part 

to support his loan activities. In addition, it is likely 

that the money-keeper protects himself by always having a 

reserve on hand for the potential withdrawal of deposits. 

Also money-keeper loans are for very short periods of time 

with most loans being repaid w~thin one to two months. This 

flow of loan repayments could service deposit withdrawals. 

Finally many loans function as an open line of credit for an 

indeterminant period of time. This is very typical of 

informal lending at the village level with lending and 
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the leaders were involved in more than one tontine at the 

same time. 

In contrast the lower income classes of tontine activity 

were closely associated with tontines made up of women in 

traditional occupations (housewives and market women), larger 

memberships meeting at the home of the leader, contributing 

small amounts at more frequent meetings, but for a shorter 

life cycle (2 to 3 months). Generally Hausa and Toureg 

groups tend to fall into this class and the leaders were not 

commonly involved in more than one tontine at a time or in 

carrying out a money-keeper's role with their tontine 

responsibilities. 

(b) Money-keepers 

The money-keeper is the second indigenous form of 

savings activity at the village level. Money-keepers serve a 

diverse clientele that cuts across many classes and groups. 

There is clearly a strong demand for depository services at 

the village level even though the money-keeper pays no fee to 

depositors for holding their deposits. Our sample of 56 

money-keepers experienced a wide seasonal swing in the demand 

for their services. Aggregate deposits for the group as a 

whole ranged from a low of 13 million CFA (or US$34,000) 

during the dry season to a high of 30 million CFA (or 

US$79,000) at the height of the season. Depositors 

fluctuated from an aggregate low of 363 to a high of 617 

persons. The average size of deposit held by our sample of 
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money-keepers is much larger than the average deposit balance 

in 1984 in the Post Office Savings Bank (i.e. 19,200 CFA). 

Eleven money-keepers had maximum deposit balances of 

1,000,000 CFA or more and the average deposit size for all 56 

tontines at the height of the season reached 48,774 CFA. 

In general Hausa and Zarma money-keepers dominated our 

sample. In contrast to Tontines, men predominate as money

keepers with farmers and merchants standing out. Money

keepers held the status of chiefs or imams, and were members 

of the village councils or important religious associations 

such as the Islamic society. In general they are regarded as 

prosperous, honest and highly respected members of the 

village community, otherwise they would not be entrusted with 

deposits. 

The most interesting activity of money-keepers is their 

extensive loan activity. A large proportion of our sample 

(78 percent) also engaged in offering loan services with an 

average loan value (per loan) of 54,784 CFA (or US$144). 

This average is larger than the average outstanding balance 

of 42,300 CFA for CNCA loans to individuals in 1985-86. Some 

money-keeper loans are as high as 500,000 CFA (or US$1,315). 

Loans are largely for consumption purposes and ceremonial 

obligations, however some loans were used for business needs. 

The size of loan activity is positively related to the size 

of deposit holdings across our sample thus money-keepers 
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servicing a large base of deposits are also engaged in making 

larger sized loans. 

At the same time money-keepers offer pawnbroking and 

other storage services (largely grain storage). These 

pawnbroking and other storage services are undertaken 

relatively more by money-keepers with a lower base of 

deposits while loan services, though widespread throughout 

the sample, stand out more for money-keepers with a large 

deposit base. 

This implicit link between deposit and loan activity 

underscores the rudimentary nature inherent to the money

keeper' s activity and the liquidity management of financial 

intermediation carried out by the money-keeper at the village 

level. The survey was not designed to explore in detail the 

nature of the money-keeper's loan activity. Nevertheless, it 

was documented that practically all loans were for very short 

terms (one to three months) and thus the continued flow of 

loan repayments could easily balance and service potential 

deposit withdrawals. Most money-keepers stated they did not 

use deposited funds for loans, however, it would be 

unrealistic or naive to expect a straight forward answer to 

this question. It would be impolitic for him to admit this 

to an unknowrr inte1 viewer. M'OT"e to the point· h~ is the 

fact that deposits can easily merge with his own funds to 

form a fungible common pool of resources for loans. It is 

not unreasonable to assume that the money-keeper's deposit 
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base facilitates his loan activity and that this represents a 

rudimentary but important form of financial intermediation at 

the village level. 

An open question in our survey is whether the money

keeper 's loan clientele overlaps substantially with his 

deposit clientele. If so, this could be a strong inducement 

to attract depositors, since these deposits could act as a 

form of downpayment guaranteeing a future line of credit 

during an emergency. More research is needed to explore 

further the possible deposit-loan connection implicit to the 

money-keepers role as a financial intermediary. 

(c) Implications for Financial Deepening 

The above evidence on tontine and money-keeper activity 

at the village level strongly suggests that an embryonic form 

of financial intermediation is already occurring. These 

indigenous styles of savings and loan activity could form the 

base for the emergence of a cooperative savings and loan 

initiative. Many successful credit union movements 

(Cooperatives d'epargue et de Credit) have been launched in 

Africa on the base of indigenous savings societies (in the 

Cameroons and Togo for example). It is clear there is a 

sufficient liquidity base to represent an important current 

and growing demand for savings and loan services. 

Furthermore, given the large savings and loan volume that 

characterize a number of the tontines and money-keepers in 

our sample surveys, there clearly exists indigenous 
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leadership and experience at the village level to manage 

sizeable flows of liquidity. These people could form the 

base for a more formal savings and loan cooperative. 

Several important features of indigenous savings and 

loan activity must be kept in mind in designing a more formal 

system. First there is a strong demand for depository 

services at the village level. Second, there is an equally 

strong demand for consumption loans. Third, these loans have 

a relatively short term structure and are frequently renewed, 

implying an open line of credit for established clientele. 

Fourth, savings (or deposit) activity is linked to loan 

services either directly in the case of tontines or 

indirectly in the case of money-keepers. In this milieu loan 

recovery is usually not a serious problem unless provoked by 

overwhelming drought conditions. Lenders have a strong self 

interest in making an effort to secure repayment (in contrast 

to many formal systems) and borrowers have an equally strong 

interest in honoring their obligations to secure access to 

future loan resources. This continued interaction between 

depositors and lenders, on the one hand, and lenders and 

borrowers, on the other hand, inculcate a healthy climate for 

financial services and lender borrower-depositor 

relationships. 

Formal systems that attempt to move into this indigenous 

milieu usually fail to appreciate their strengths and 

inadvertently work against them. This is done in two ways. 
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First, outside funds move in and displace the local base of 

funding. In so doing, they create an alien institution that 

weakens local identification and loyalty to its interests. 

Secondly, they ignore the natural shorter term, consumer loan 

demand and force an unnatural longer term production loan 

bias on its clientele. In ignoring deposit services and 

consumption loans, this new institution will eventually fail 

since it will not be catering to the real needs of the 

villagers. 

However, if a formal system initiative can avoid these 

mistakes, there are some advantages that a formal system can 

bring to the indigenous financial milieu. It can cut across 

class and professional groups to consolidate a depository and 

savings clientele broader than individual tontines or 

individual money-keepers currently do. This creates the 

potential for increased scale economies to service its 

clientele, and a more diversified portfolio to reduce risk. 

This integration of currently disbursed or separate financial 

markets can extend beyond the village to include other 

villages in a region. This offers an opportunity for inter

spatial financial intermediation between deficit and surplus 

units within and across different regions. Finally, a 

central liquidity fund for the network as a whole can act as 

a buffer to absorb temporary surpluses or cover temporary 

deficits in selected units in the network. Obviously any 

inter-unit transfer of funds would be properly compensated by 
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an appropriate interest rate reflecting the opportunity cost 

of borrowed funds. 

A well designed and well managed credit union movement 

is the most appropriate vehicle to introduce formal finance 

into the village level of rural Niger. It builds on a strong 

base of local deposits and savings properly rewarded with an 

attractive interest rate on savings deposits and dividends on 

share accounts. It also includes a substantial portfolio of 

short term consumer loans to meet villager needs. It 

carefully balances the creation of a cooperative spirit and 

joint solidarity with the spirit of enterprise and profits 

with good management practices to allow for the economic 

growth of the cooperative. It tries to link the depositor

loan connection as a part of its portfolio management, and it 

encourages inter-spatial financial integration of numerous 

cooperative efforts. Finally it offers ample technical 

assistance to train local cooperative officials in accounting 

and bookkeeping and includes a central liquidity fund to 

backstop (but not substitute for) local funding. These 

institutional characteristics strongly suggest that credit 

unions are the logical next step for donors and the 

government to consider in any plans to nurture the growth of 

formal f 1nance- in the- rural v1 l lages of Nige-r. 
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Questionnaire 
No. 

42 
3 

46 
40 
37 

5 
43 
15 

1 
28 

Appendix 1 

Tontines With Total Monthly Contribution of 1,000,000 
CFA or More Ranked by Same and Identified by 

Arrondissement and Village 

Total Monthly 
Contribution Arrondissement 

4,000,000 Madarounfa 
1,440,000 Say 
1,250,000 Madarounfa 
1,250,000 Guidan-Roudji 
1,215,000 Guidan-Roudji 
1,210,000 Say 
l,210,000 Madarounfa 
1,014,000 Filingue 
l,000,000 Say 
1,000,000 Birni 'konni 

Source: Rural Finance Project Survey, April-May 1986 
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Village 

Mara di 
Toro di 
Marounfa 
Nakori 
Nakori 
Toro di 
Maradi 
Bonkoukou 
Say 
Sabongari 
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Questionnaire 
No. 

42 
36 
44 
37 
38 

1 
2 
3 
5 
9 

28 
29 
30 
31 
33 
43 
52 

,, 

.f\ppendix 2 

The 17 Wealthiest Toutines Ranked by Monthly Contribution 
·. per Member per Tontine Identified by 

Arrondissement and Village 

Monthly Contribution 
per Member per Tontine Arrondissement 

40,000 Madarounf a 
25,000 Guidan-Roudji 
20,000 Madarounf a 
15,000 Guidan-Roudji 
15,000 Guidan-Roudji 
10,000 Say 
10,000 Say 
10,000 Say 
10,000 Say 
10,000 Tillabery 
10,000 Birnin'konni 
10,000 Birnin'konni 
10,000 Birnin'konni 

·10,000 Gahoua 
10,000 Tahoua 
10,000 Madarounfa 
10,000 Magaria 

Source: Rural Finance Project Survey, April-May 1986 
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Village 

Mara di 
Nakori 
Madarounf a 
Nakoir 
Nakori 
Say 
Toro di 
Toro di 
Torodi 
Tillabery 
Sabongari 
Sabongari 
Sabongari 
Konni 
Tahoua 
Maradi 
Magaria 
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Questionnaire 
No. 

111 
60 
63 

101 
113 
104 

61 
62 
92 
91 
95 

Appendix 3 

Money Keepers With 1,000,000 CFA in Deposits 
or More at the Height of the Season 

Identified by Arrondissement and Village 

Max. Size Deposit 
at Height of Season Arrondissement 

5,000,000 Magaria 
4,000,000 Say 
2,600,000 Say 
2,100,000 Madarounfa 
2,000,000 Magaria 
1,600,000 Madarounf a 
1,500,000 Say 
1,500,000 Say 
1,500,000 Keita 
1,200,000 Birnin'konni 
1,000,000 Guidan-Roudji 

Source: Rural Finance Project Survey, April-May 1986 
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Village 

Dungass 
Toro di 
Diwan Dare 
Maradi 
Dungass 
Madarounfa 
Toro di 
Toro di 
Ibonhamane 
Guidan-Ider 
Roundji 
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V. TRANSACTION COSTS OF RURAL CREDIT 

Transaction costs of credit are defined as all non-interest 

costs associated with financial transactions. This chapter 

documents their nature and magnitude in the rural credit network 

of Niger. The introduction provides a conceptual framework for 

the analysis of these costs, emphasizing the special features of 

the Nigerien credit system. The other sections of the chapter 

present and discuss the roles performed, and the costs incurred 

by the different participants in the system. 

A. Introduction 

The efficiency with which financial markets operate 

determines the magnitude of the contribution of this sector to 

development. The intrinsic nature of finance, however, makes it 

difficult to assess the efficiency of financial market 

performance. Transaction costs are an appropriate measure of the 

degree of "friction" existing in the functioning of these 

markets. The higher the transaction costs of financial 

intermediation the less efficient the performance of financial 

markets, and the more constrained their contribution to 

development. 

A "complete" financial system- is comprised by surplus uni ts 

(savers), deficit units (investors), and financial 

intermediaries. The latter play the role of mobilizing funds 

offered by savers and making them available to investors. All 
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transaction between these participants in the financial system 

involve explicit prices (interest rates) and non-interest 

transaction costs. 

Surplus units in the economy (depositors) incur search and 

information costs in selecting a depository institution, and 

further costs associated with performing transactions, i.e., 

deposits, withdrawals, and transfers of funds. Transaction costs 

incurred by financial intermediaries may be classified into costs 

of mobilizing funds and costs of lending. The former correspond 

to resources utilized in handling deposit accounts, 

documentation, record-keeping, and issuing statements. Costs of 

lending refer to costs associated with loan processing, 

disbursement, monitoring, and loan recovery. These will be 

considered in more detail below, together with the costs incurred 

by borrowers in negotiating loans. 

Transaction costs of lending in "conventional" credit 

systems in less-developed economies are usually high. 

Intermediation costs are particularly high in development banks 

operating in the rural areas of these economies 1 . The absence of 

appropriate means of transportation and communication in rural 

areas increases the costs incurred by lenders and borrowers. 

1 Several studies of transaction costs have been undertaken 
recently in Latin-America, the Caribbean, and Asia. Their results 
suggest that transaction costs for institutional lenders are in 
the order of 8 to 14 percent, i.e., several points higher than 
their usual operating margins. Transaction costs of borrowing 
fluctuate between 2 and 30 percent in different country studies. 
For lenders and borrowers, transaction costs vary widely 
depending on the complexity of the loan procedure. 
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Financial regulations and complicated loan procedures associated 

with selective credit policies further augment the costs borne by 

financial intermediaries and rural borrowers. However, even in 

the absence of cumbersome loan-targeting schemes, the operation 

of a conventional credit system will imply transaction costs for 

all participants in the loan contract. 

A conventional credit system involves several activities in 

the loan process that require the use of real resources, and 

therefore generate costs. These activities can be classified into 

four major groups: 

(a) Evaluation and analysis of loan applications 

This stage comprises the gathering of information about the 

loan applicant, the assessing of the value of collateral, 

and/or the evaluation of the investments opportunities 

available to the prospective borrower. 

(b) Loan disbursement 

This involves making the funds available to the borrower, in 

cash or in kind, and recording and documenting the amounts 

disbursed. 

(c) Monitoring 

Usually this stage implies obtaining information about the 

performance of the borrower's investment. Monitoring is 

normally mo~ important wherr loans are disbursed in several 

tranches, over an extended period of time. Technical 

assistance and supervision may be components of this stage. 

(279) 



Chapter V 

(d) Repayment 

The last step in credit transactions is loan recovery. A 

well defined system of repayment collection is essential to 

attain financial viability and maintain the size of the loan 

portfolio. 

None of these activities is sufficient by itself to 

guarantee a good performance for the financial intermediary. Loan 

evaluation and loan recovery may be the two most critical stages 

of this process, but good record-keeping and monitoring are still 

necessary to obtain satisfactory results. 

Each one of the four steps outlined above also represents 

transaction costs for the borrower. Forms must be filled out and 

documents must be supplied to the lender in the application 

process. Several trips to the bank's office may be necessary 

before obtaining the approval of the loan application, as well as 

during the period of loan disbursement. Additional information 

may have to be provided to bank officials during the course of 

the loan term. Finally, some transaction costs will be involved 

in repaying the loan, responding to collection notices, 

rescheduling payments or renegotiating debts with the lender. 

Only when all these components of the credit system are in 

place, can the transaction costs associated with the system be 

used to compare the relative efficiency of different systems. As 

indicated above, financial regulations will tend to increase 

transaction costs for all participants through different 

mechanisms. Interest-rate restrictions will induce lenders to use 
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the loan procedure as a screening device in granting loans. Risky 

borrowers will be burdened with additional information 

requirements and conditions that will increase their transactions 

costs of obtaining a loan. Better known and less risky customers 

will have to comply with fewer and less costly procedures. Thus, 

in the presence of regulations, an established or conventional 

loan procedure can play the role of a rationing mechanism. It 

provides the lenders with an instrument of customer selection and 

loan allocation to reduce their costs of lending. 

The institutional rural financial system of Niger is 

"incomplete" in two very important ways. First, even though rural 

savings exist, they are not mobilized by the institution lending 

to agriculture. Instead, this institution relies exclusively upon 

government funds and external support (see the section on the 

CNCA in chapter III). 

Second, the institutional credit network dealing with 

agriculture does not operate as a conventional and well 

established credit system. Of the four stages of the loan 

procedure referred to above, loan disbursement is probably the 

only phase that could be considered in place. However, as we 

will document later, key record-keeping practices associated with 

disbursement are deficient. Evaluation and analysis of loan 

applicationS'- do not- ~is t, amt· there iS' no systematic loan 

recovery efforts. In-kind loans are allocated among cooperatives, 

among "groupements mutualistes" (GMs), and among individual 

borrowers based on criteria that do not consider 
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creditworthiness. This is partially due to the lack of 

appropriate records in the institutions involved in the credit 

network and the lack of sufficiently trained personnel to engage 

in this activity. 

Three major implications of the under-development of the 

institutional credit system in Niger can be outlined at this 

point. First, the system does not and cannot perform any 

meaningful resource allocation role through financial 

intermediation. Secondly, the system does not provide the 

financial intermediary with instruments of credit rationing in 

the presence of regulations, notably the fixed interest-rate 

structure prevailing in Niger. Third, as a loan delivery system 

the credit network of Niger should be a rather low cost 

operation. Existing procedures are simple and institutional 

resources are scarce. Therefore, the transaction costs associated 

with the system are expected to be low, however, as will be made 

clear in this report, this should not be interpreted as an 

indicator of efficiency. Rather, they will be measuring the 

resource costs involved in operating an input delivery system, 

without the key components and functions of a complete credit 

system. 

The major participants in this loan delivery system are: 

(a), the individual borrowers at the village level; (b), the GMs 

and cooperatives; and (c), two institutions, the "Caisse 

Nationale de Credit Agricole" (CNCA), and the "Union Nationale de 
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borrowers. A brief review of the transaction costs of borrowing 

from non-institutional sources is included at the end of the 

section. However, the very different nature of informal loans vis 

a vis institutional credit complicates the comparison between the 

two markets. 

1. Terms and Conditions of Institutional Loans 

As was reported in chapter III, there were two predominant 

types of loans in the sample of 482 borrowers from institutions3 : 

equipment loans with an average amount close to 132 thousand 

francs CFA, and seed loans averaging only about 1 thousand francs 

CFA. This dichotomy of loan types is reflected in many of the 

findings presented in this and the subsequent sections. 

Almost all respondents were fully aware of the condition 

that the loan received had to be repaid. However, in about three-

fourths of the cases the farmer did not know or did not recall 

the rate of interest to be paid on the loan. Those who indicated 

a rate gave a very wide range of magnitudes that make their 

answers seem unreliable. Seed loans were to be repaid in kind in 

one single installment at harvest time, whereas a typical 

equipment loan was scheduled to be reimbursed in cash in four 

annual payments. 

3 This sample of institutional borrowers is comprised by all 
interviews in the overall sample of 900 households that had 
received a loan in the five-year period preceding the date of the 
survey. 
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Being a member of a GM was not considered as a requisite to 

obtain a loan by the majority of the borrowers (56 percent of the 

sample). Yet all of the farmers interviewed were "by definition" 

members of a GM. There were no collateral requirements in any 

type of loan, but equipment loans would typically require a 

contribution or downpayment ("apport personnel") by the 

beneficiary. This downpayment represented on average 12.5 percent 

of the loan amount. Finally, having access to land was a 

condition to receive a loan in 40 percent of the cases. 

2. The Loan Procedure 

Three steps were distinguished in the credit process: 

negotiation, disbursement, and repayment. The survey 

questionnaire was designed to measure the non-interest costs 

incurred by the borrower associated with each of these stages. 

Other questions attempted to assess the quality and timeliness of 

the credit services as seen by the farmer beneficiaries. A brief 

outline of the characteristics of the loan process that stand out 

from the survey follows. 

The loan was usually proposed or suggested to the borrower 

by someone else, rather than a result of the borrower's own 

initiative. A large proportion of the respondents (three-fourths 

of the total) indicated that the loan had been offered to them by 

the "credit institution". Of these cases, 70 percent identified 

the leader of the cooperative or the GM as the person who 

promoted the loan. Public officials, notably the agents of the 
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UNC and extension agents of the productivity projects, were 

indicated as sources of the initiative in the other 30 percent of 

these cases. 

Almost all loans had been totally disbursed (95 percent of 

the interviews). In a large majority of the cases the equipments 

and inputs had been received on time, or with a delay that did 

not compromise their usefulness. For the major items such as 

oxen, carts, and seeds, the proportion of respondents that had 

received them too late to be useful was less than 1.5 percent. 

Practically all borrowers indicated that the inputs and equipment 

had been received in satisfactory condition. However, about 11 

percent of the beneficiaries of equipment loans complained of 

missing parts in the implements received, parts which were in 

general difficult to obtain. 

An important shortcoming of the input delivery process was 

the lack of knowledge of the correct use of the inputs received. 

Overall, one-fifth of the farmers did not know how to use the 

inputs. This proportion grows to about one-third among the 

beneficiaries of equipment loans. Furthermore, only 50 percent of 

these farmers acknowledged having received some training in the 

use of the equipment and tools received in credit. 

About one-tenth of the farmers interviewed in the survey had 

already Iepaid· ttreir-loans. Appioximately fifty percent of them 

had not repaid because the loans was not due yet. These were for 

the most part borrowers of seed loans. The proportion of 

borrowers in the s~e 

\ 

\ 
that recognized being delinquent in their 
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payments was almost 37 percent. Among the sub-sample of CNCA 

clients (see chapter III), primarily borrowers of equipment 

loans, the number of delinquent loans represented 53 percent of 

the observations in that group. 

Insufficient revenues was the reason for non-repayment most 

frequently indicated by the farmers with loans overdue. Another 

important explanation however, was the lack of recovery efforts 

on the part of the credit institutions. Collection efforts had 

been made only in 27 percent of the delinquent loans. Among 

these, messages or notices, visits by the agent, and rescheduling 

of payments were the recovery measures most commonly cited by the 

respondents. The leaders of the GMs or cooperatives were 

identified as the individuals responsible for loan recovery in 

the majority of the cases (74 percent). 

Group pressure to repay existed in less than 14 percent of 

the cases, even though almost three-fourths of the respondents 

considered group pressure likely to be exercised in the future. 

The main form of group pressure envisioned by the farmers was the 

exclusion of delinquent borrowers from future loans. 

In summary, the loan procedure can be characterized as a 

relatively expeditient delivery system of credit in-kind. The 

major shortcomings of the system are insufficient training and 

technical assistance to the credit recipients, and poor loan 

recovery practices. The leaders of cooperatives and GMs appear to 

play an important role throughout the process, according to the 

individual borrowers. However, they seem to concentrate their 
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efforts in the disbursement stage, neglecting the repayment 

function. Section C of this chapter focuses on the roles of these 

leaders of cooperatives and GMs, and their views about the credit 

system. 

Even though all farmers are in principle members of a GM 

(hence, of a cooperative), the group itself does not perform a 

clear role in the operation of the system. There is no collective 

responsibility for the loans received, nor group pressure to 

repay or group support to those in arrears. The group appears to 

operate primarily as a meeting place to communicate the 

availability of credit and collect the names of interested 

villagers. These functions will certainly reduce transaction 

costs of borrowing, but will not improve the efficacy of the 

system as a resource allocation mechanism. 

3. Transaction Costs of Borrowing from Institutions 

The measurement of transaction costs of borrowing at the 

household level considers two major components. First, the 

explicit expenses associated with traveling to other places to 

apply and negotiate the loan, receive the disbursements, and 

repay the loan. These costs include transportation fees, payments 

for lodging and meals, and other liquid or semi-liquid expenses, 

e.g., gifts- given to. hes-ts-- who do not forma.lly charge for lodging 

or meals. The second major component of borrower's transaction 

costs is the opportunity cost of the time spent in performing the 

activities involved in the different steps of the loan procedure. 
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The opportunity cost of time was valued at 514 francs CFA 

per day. This figure is the estimated value added per day per 

active person in the rural sector for 1985!1 · When trips had been 

made (not on foot) but the transportation cost was missing in the 

questionnaire, a fee of 10 francs CFA per kilometer was imputed 

as explicit cost of transportation. 

Individual borrowers performed most of their credit 

activities in their own village. Table 1 shows that the reception 

of loan disbursements was the only stage that forced more than 

one-fourth of the borrowers to travel out of their village. Less 

than 10 percent did so for purposes of negotiation and repayment. 

A consequence of this was that transaction costs of borrowing 

resulted in zero or negligible amounts for about three-fourths of 

the farmers interviewed. This finding will be discussed later in 

this section. 

When traveling did occur the most common means of 

transportation was "on foot" (see Table 2). In theses cases no 

explicit cost of transportation was imputed when computing travel 

costs. Rather, the time spent in traveling was valued at the rate 

indicated above. The "taxi de brousse" was the second most 

popular way of traveling, used in about 16 percent of the cases. 

4/ This estimation is based in the figures of rural GDP per 
capita reported in chapter II, the proportion of active 
population over total derived from the 1977 census, and an 
estimated ratio of value added to GDP of 0.6. The resulting 
figure of 514 CFA per day is consistent with the range of daily 
wages paid in different seasons between 1982 and 1985 (see 
following section). 
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Table 1 

Institutional Credit. Place of Negotiation, Disbursement, and 
Repayment for the Individual Borrower. Relative Importance of 

Different Places in the OVerall Sample of Loans 

Stage of Loan Process 
Place --------------------------------------

Negotiation 

Number % 

Same Villagea 385 84.6 

Other Village 27 5.6 

Cooperative 19 3.9 

Other place 24 5.3 

Totalb 455 100.0 

Source: Rural Finance Project SUrvey, 1985 

a The village where the borrower lives. 

b Totals exclude missing answers. 

Disbursement Repayment 

Number % Number % 

341 73.3 385 82.3 

56 12.0 36 7.7 

33 7.1 36 7.7 

35 7.5 11 2.3 

465 100.0 468 100.0 
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Table 2 

Institutional Credit. Relative Importance of Conunon Means of 
Trans:portation for Individual Borrowers when Traveling to Other 

Places at Different Stages of the Loan Process 

Stage of Loan Process 
Means of 
Transportation Negotiation Disbursement Repayment 

% % % 

On foot 64.0 58.0 75.0 

Gamel/donkey/horse 12.0 12.4 5.0 

"Taxi de brousse" 16.0 16.1 15.0 

Other 8.0 13.5 5.0 

Total a 100.0 100.0 100.0 

Source: Rural Finance Project Sarvey, 1985 

a Consider only cases in which trips were made, see Table 1. 
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Table 3 summarizes the main indicators of travel and time 

spent by individual borrowers at different stages of the process. 

Again, the disbursement stage stands out as the phase requiring 

more trips, more travel time, and more time spent overall than 

the other two stages combined. This imbalance between different 

stages of the loan process is reflected in composition of average 

transaction costs reported in Table 4. The disbursement stage 

represents about 45 percent of total transaction costs for all 

the loans in the sample taken as a whole. This share increases to 

almost 60 percent in the case of seed loans. 

The figures shown in Table 4 correspond to the averages 

obtained with all the observations in the sample of institutional 

borrowers, including those registering zero transaction costs. 

Costs of borrowing equipment loans and seed loans are strikingly 

different, due primarily to the sharp difference in average loan 

amounts. Even though transaction costs per loan are ten times 

higher for equipment loans than for seed loans, the costs of 

equipment loans per CFA borrowed are less than one-tenth those of 

seed loans. As was discussed in chapter III, seed loans can be 

described as a simple input delivery practice in which small 

quantities of seed are distributed with a minimum of formalities. 

Thus the transaction costs associated with each loan are low, but 

the very small loan amount makes the costs per CFA borrowed 

appear substantial. The contrast between the two types of loan is 

even more marked when the costs per CFA borrowed are annualized 

to account for the different term structure of the loans. 
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Table 3 

Institutional Credit. Selected Indicators of Travel and Time 
Spent by Individual Borraers Associated with Different Stages 

of the Loan Process. Averages per Loana 

Stages of the 
Indicator Average Minimum 

Loan Procedure 

(a) Negotiation 
Distance per trip, Km. 8.1 1 
Travel time/trip, ~s 1.2 0 
Time spent/trip, days 0.3 0 
Number of trips 0.8 0 

(b) Disbursement 
Distance per trip, Km. 6.9 0 
Travel time/trip, ~ 1.8 0 
Time spent/trip, days 0.4 0 
Number of trips 1.4 0 

( c) Repayment 
Distance per trip, Km. 0.5 0 
Travel time/trip, hours 0.3 0 
Time spent/trip, daysb 0.1 0 
Number of trips 0.6 0 

Total travel time, hcursc 3.7 
Total (nan-travel) time spent, daysc 0.9 
Total mvnber of trips 2.8 

Source: Rural Finance Project SUrvey, 1985. 

a Figures based on the 114 observations with non-zero costs. 

b Not including travel time. 

Maximum 

40 
10 

1 
6 

70 
15 
1 
8 

10 
5 
1 
5 

c calculated as the sum of (time/trip)*(number of trips) over all stages. 
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Table 4 

Institutional Credit. Transaction Costs of Borrowing at the Household 
Level. Costs at Different Stages of the Loan Procedure, by Loan Type. 

All Observations with Loans. 

Average Loan Amount and Type of Loan 
Stages of the Loan -
Procedure F.qu.ipnen~ Seedb All loans 

Average Loan Amount, CFA 131,557.03 964.64 67,540.19 

Transaction Costs 

(a) Negotiation 
per Loan, CFA 407.39 37.47 226.62 
per cFA borrowed, % 0.31 3.88 0.34 

(b) Disbursement 
per Loan, CFA 504.08 61.68 280.17 
per CFA borrowed, % 0.38 6.39 0.41 

( c) Repayment 
per Loan, CFA 209.22 5.39 108.24 
per CFA borrowed, % 0.16 0.56 0.16 

Total Transaction Costs 
per Loan, CFA 1,120.69 104.54 615.02 
per CFA borrowed, % 0.85 10.83 0.91 
per CFA borrowed, 

armualized, % 0.24 13.06 0.42 

Source: Rural Finance Project SUrvey, 1985 

a N=240 
b N=228 
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Explicit and implicit costs contribute more or less equally 

to total transaction costs. The shares reported in Table 5 show 

an imbalance between these two components of total costs only for 

seed loans. For this type of credit time costs account for almost 

two-thirds of total transaction costs. 

The average cost figures computed with the observations 

showing non-zero costs are reported in Table 6. Most results 

differ substantially from those indicated in Table 4 above, even 

though the contrasts between equipment loans and seed loans are 

even more significant. First, the proportion of cases with non

zero costs with respect to the total number of loans in each type 

is almost 40 percent for equipment loans, as compared to less 

than 9 percent among borrowers of seed loans. This makes 

equipment loans the most meaningful type of loan to analyze, and 

the discussion that follows will emphasize this type. Moreover, 

since the amounts borrowed in equipment loans totally dominate 

the amounts associated with seed loans, results computed on a per 

CFA basis for all loans are close to those reported for equipment 

loans alone. 

The transaction costs of borrowing reported here are rather 

low by most standards. Two percent of the amount of the loan 

represent less than one-fifth of the usual interest rates charged 

on loans (11-13 percent). Studies conducted in other developing 

economies have found transaction costs equivalent to at least 30 

percent of the explicit interest rate, and as high as twice the 

level of the lending rate. As suggested earlier in this chapter, 
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Table 5 

Institutional Credit. Transaction Costs of Borrowing at the 
Household Level: Relative Importance of Explicit Expenses and 

Implicit Costs in Total Transaction Costs, by Loan Type. 

Shares in Total Borrowing Transaction Costs 
Loan Type 

Explicit Expensesa Implicit Costsb Total 

Average % of Average % of Average 
per Loan Total per Loan Total per Loan 

CFA CFA CFA 

Equipnent 564.4 50.36 556.3 49.64 1,120.7 

Seed Loans 39.2 37.47 65.4 62.53 104.6 

All Loans 301.1 48.96 313.9 51.04 615.0 

Source: Rural Finance Project SUrvey, 1985 

a out-of-pocket expenses in transportation, lodging, and other cash 
expenses. 

b Opportunity cost of time spent, evaluated at 51~ 96 CFA per day. 

100 

100 

100 
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'lable 6 

lr:stitut:iaBl Cce:li.t. ~ ClBts of ~at tte lb:eeiDld 
Ieuel. Cl:sts at Diffeteli: Stiges of tte Ian Pm:ain:e, bf Ian 'IP· 

Cl::eeNitias with Rn-Zero cmts. 

~ran AJcmt: an 'l\'P!!of Iarfl 
Stiges of tte Ian 
Pm:aille J!glipIBit Seai All I.cas 

~tan Jna:nt:, cm 138, 183 .3'1 (93) 452.00 cro> 112,895.71 

'lDllEctkn <lBtB 

(a) N!gJtjatia1 
J;S' tan, cm 2,384.'10 (41) 949.36 (9) 2,141.76 
J;S' cm l:xr.r:ae:i, % 1.73 200.16 1.89 

(b) D:lsb a ••ea 
:i;er:' tan, cm 1,613.()4. (75) 740.16 (19) 1,436.61 
pr cm b:r.l:oei, % 1.16 1~.43 1.27 

(c) ft:p¥IB1t 
pr tan, cm 1,434.68 (35) 400.31 (3) 1,33'1.m 
per cm l:xr.r:ae:i, % 1.()4. 00.38 1.18 

'Jbta1 ~ <lBtB 
prta:n, cm 2,892.00 (93) 1,191.75 cro> 2,t:DJ.36 
pr cm l:cmHd, % 2.0 263.14 2.3:> 

pr cm b:naei, 
cn:J.Bl.i2ej, % 0.58 328.92 0.76 

s:mte: Rnal F.irEn:e Project SJl:wrf, 1985 

.. 

(114) 

(51) 

(94) 

(39) 

(114) 

a 'lle rud:B: of c:i::ee!l:wtiaB with 1ar-.aao crsts at diffa:ali: stagss of tte la:n 
J;EtXBille is mmatm .in imerti:eses. 5jrJ:2 this rud:Er ~ caa:e stagss, total 
t:rl:n:lectias crsts d:> mt 1a:&&1t'ily wcte:pa:d 1D tte s.m of tte :i;mtia1 aien:g:s 
1ep:a1Ed fer tte differ:e1t stagss. 
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these low cost levels are reflecting the incipient development of 

the credit system, rather than a highly efficient operation. Most 

of these costs are generated at the disbursement stage, a finding 

that reinforces the impression that the Nigerien credit network 

performs primarily input delivery functions. 

Tables A.1 through A.9 in the appendix to this chapter 

describe the relationships between transaction costs of borrowing 

and loan-size, region of the country, and income level of the 

borrower. The findings for the overall sample of loans are 

presented in tables A.1 to A.3, for the sub-sample of equipment 

loans in tables A.4 through A.6, and for seed loans in tables A.7 

to A.9. As expected, transaction costs per loan tend to increase 

as loan size increases. However, the increase in costs is less 

than proportional to the increase in loan amount, therefore 

transaction costs per CFA borrowed decrease substantially as loan 

size increases. 

Differences in average loan amounts explain the different 

levels of transaction costs per CFA borrowed observed among 

regions (departments). The highest costs per loan were observed 

in Dasso, and the lowest in Tahoua where the cost per CFA 

borrowed was also the lowest in the sample (see table A.2 in the 

appendix). Borrowers in the lower income-class categories tend to 

bear higher transaetiorr cos-ts- pe-r- lomr and- pe"'.!'.'"" CFA borrowed 

(table A.3), even though the differences with respect to higher 

income brackets are not as significant as those observed in other 

developing countries. 
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Sections C and D of this chapter will complement the 

findings reported here with the costs estimated at the levels of 

GM and cooperative leaders, and UNC and CNCA officials. The 

results presented thus far suggest that individual farmers 

benefit from relatively low transaction costs of borrowing 

institutional loans. The simplicity of the input delivery system 

and the cost economies involved in operating through their group 

organizations explain these low transaction costs incurred by 

individual borrowers. 

4. Transaction Costs of Informal Borrowing 

Access to non-institutional credit, and types and amounts of 

loans predominating in this market were documented in chapter 

III. A large majority of the farmers in the sample had received 

loans or assistance from non-institutional sources, notably 

relatives, neighbors, and friends. The predominant forms of 

informal borrowing were grains and cash. Other important features 

of informal credit and assistance are reviewed below, before 

turning into the estimations of transaction costs of borrowing in 

this market. 

The first characteristic of informal loans that stand out 

from the survey is that they are considered as "non-refundable'' 

aid in the majority of the cases. Less than one-third of the 

farmers that had received informal loans or assistance considered 

these as credit to be repaid. Among those that considered the 

assistance received a debt, only 6 percent indicated a certain 
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rate of interest associated with the loan. The range of interest 

rates went from 2 to 50 percent of the loan. These loans were 

normally granted before witnesses and could be repaid in cash or 

in kind. Other conditions were associated with the loan only in 

about 12 percent of the cases. Common conditions were repayment 

in kind, and repayment at harvest time. 

The single most important use of the loans or assistance was 

food consumption. This finding, along with the characteristics of 

the loan transactions outlined above, suggest that informal 

borrowing at this level correspond primarily to transfers of 

goods responding to consumption needs. The transaction costs 

incurred by the recipient ("borrower") of this aid should be 

considered then as the cost of performing these income transfers, 

rather than expenses associated with financial transactions. In 

this sense, it would be inappropriate to compare the transaction 

costs of informal borrowing reported in Table 7 with those 

associated with borrowing from institutions. 

The costs shown in Table 7 for all observations with 

informal loans or assistance are low, relative to the average 

loan amount. Only fourteen percent of the respondents effectively 

incurred some costs, that amounted on average to about 21 percent 

of the amount received as loan or assistance. Again, the fact 

that most of these loans are not considered formal liabilities by 

the recipients limits the analysis of these transactions from a 

financial viewpoint. A thorough analysis of informal finance from 
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Table 7 

Non-Institutional Credit. Transaction Costs of Borrowing 
at the Household Level, at Different Stages of the Loan Procedure 

Average Loan Amount and 
Stages of the Loan 
Procedure 

Average Loan Amount, CFA 

Transaction Costs 

(a) Negotiation 
per Loan, CFA 
per CFA borrowed, % 

(b) Disbursement 
per Loan, CFA 
per CFA borrowed, % 

(c) Repayment 
per Loan, CFA 
per CFA borrowed, % 

Total Transaction Costs 
per Loan, CFA 
per CFA borrowed, % 

All Observations 
with Loansa 

31,448.44 

387.54 
1. 23 

405.72 
1.29 

67.58 
0.21 

860.85 
2.74 

Source: Rural Finance Project Survey, 1985 

a N=716 

Observations 
with Non-Zero 

Costsb 

28,555.09 (100) 

3,425.69 (81) 
12.00 

3,873.29 (75) 
13.56 

3,226.02 (15) 
11.30 

6.042.82 (102) 
21.16 

b The number of observations with non-zero costs at different 
stages of the loan procedure is indicated in parentheses. 
Since this number varies across stages, total transactions 
costs do not necessarily correspond to the sum of the partial 
averages reported for the different stages. 
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the supply side was presented in chapter IV above. Therefore this 

chapter will concentrate in what follows 

in completing the analysis of the institutional credit network. 

C. Transaction Costs at the GM and Cooperative Level 

This section relies upon data obtained in interviews with 

the leadership of 24 cooperatives and 73 GMs carried out in 

January-February 1986. The sampling criteria, the characteristics 

of the sample, and a detailed profile of the leaders interviewed 

in the survey were presented in the interim report distributed in 

March 1986. A brief review of these characteristics, and of the 

roles performed by the leaders is included below. The final part 

of this section reports the transaction costs associated with the 

handling of institutional loans at the GM and the cooperative 

levels. 

1. Review of Roles and Functions of Group Leaders 

A large majority of the respondents had been in their 

leadership positions for more than three years. About one-half of 

the cooperative leaders could read and write, whereas almost one

third of the GM leaders were literate. The primary language of 

instruction was arabic. The- cooperatives in the" sample had an 

average of 13 GMs each. The average GM in turn was comprised by 

136 members. 
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Cooperative leaders indicated they had no role at all or a 

very limited one in deciding the total amounts of loans allocated 

to each GM member of the cooperative. They perceived the UNC 

officials as playing a major role in this process. On the other 

hand, about two-thirds of these cooperative leaders considered 

they had a significant role, along with the GM leaders in the 

allocation of credit to the individual farmers members of the 

GMs. The leaders of the "groupement mutualistes" in turn, 

attributed major roles in the allocation of loans to their groups 

to the UNC agents and the cooperative leaders. In their views, 

the responsibility of deciding the distribution of credit among 

individuals was shared by the leaders of GMs, of the 

cooperatives, and by the representatives of the UNC. The CNCA was 

perceived as playing a major role in these decisions in only 7 

percent of the cases. Forty-six percent of the cooperative 

leaders, and one-third of the GM leaders considered the 

individual beneficiaries a major factor in loan allocation 

decisions. 

Numerous criteria were indicated for allocating credit to 

the individual beneficiaries. The two most frequently cited by GM 

leaders were the individual's ability to repay (28 percent of the 

answers), and the place in the list of applicants (25 percent of 

the cases). The cooperative leaders however, emphasized the 

ability to provide a deposit ("caution") in 52 percent of the 

interviews, and repayment capacity in 24 percent of the cases. 

About one-fifth of the respondents indicated that loans had been 
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given in the past to irresponsible farmers, primarily due to lack 

of information about the borrower. Less than half of the leaders 

interviewed were in possession of records indicating who was 

eligible for a loan among the members of the group. This finding 

is consistent with the level of literacy reported above, and 

suggests that records about eligibility for credit are kept 

"memorized" by the leaders of the organizations, rather than in 

written form. 

Disbursements of inputs were received for the most part on 

time (over 70 percent of the cases), and in good condition (about 

88 percent of the interviews). Here again documentation is 

deficient. Sixty-four percent of the respondents acknowledged 

being in charge of distributing the inputs received among the 

individual beneficiaries. However, only 18 percent of the leaders 

had records or documentation indicating the amounts received by 

each farmer. This is justified in part by the fact that in most 

cases all individual borrowers of the same GM or cooperative 

received the same amount of inputs in credit (e.g., one pair of 

oxen and one oxcart). About 26 percent of the respondents had 

supplied documentation to the UNC officials about the loan 

amounts received by individual members of the organization. 

Documentation about the inputs received by the cooperative as a 

group existed irr 9-0 pe·z cent of- tire" cases. At the GM level 

however, this type of records existed in less than 30 percent of 

the cases. 
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The distribution of responsibilities in loan recovery 

appeared to be less clear. Most cooperative leaders felt that 

recovery was a role to be performed by the UNC official, whereas 

GM leaders attributed this function to the cooperative leaders. 

Basic information for loan recovery, i.e., debt records, existed 

in one-half of the cases. Efforts to collect payments had been 

undertaken also in about one-half of the observations in the 

sample. 

The characteristics of the credit process at the GM and 

cooperative levels outlined above reinforce the notion that this 

credit network operates primarily as an input delivery channel. 

Input distribution appears to be performed with relative 

efficiency. The system fails in the areas of loan-allocation 

decisions, documentation of debts, and loan recovery. In all 

these areas responsibilities and roles are not clearly assigned, 

and essential records and documentation are absent or deficient. 

It is not surprising then that the costs of operating the system 

at this level are minimal, as will be shown below. 

2. Transaction Costs 

The costs associated with the credit activities undertaken 

by the leaders of GMs and cooperatives consisted primarily of 

time spent in meetings at the village or cooperative level, and 

travel expenses at different stages of the credit delivery 

procedure. Table 8 shows selected indicators of time spent and 

travel by leaders of GMs and cooperatives. Meetings were more 
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Table 8 

Institutional Credit. Selected Indicators of Travel and Time 
Spent by Leaders of CM; and Cooperatives Associated with Different 

Stages of the Loan Process. Averages per Loana 

Stages of the 
Indicator Average Mininrum Maximum 

Loan Procedure 

(a) Negotiation 
Number of meetings 3 
Proportion of respondents that 
:participated in meetings, % 77.3 

Proportion of ~ndents that 
made trips, % b 28.9 

Number of trips 1 
Distance per trip, Km 18.4 
Time spent/trip, days 0.9 

(b) Disbursement 

( c) Repayment 

Number of meetings 2 
Proportion of respondents that 
:participated in meetings, % 39.2 

Proportion of r~ndents that 
made trips, % b 35.1 

Number of trips 1 
Distance per .trip, Km 16.7 
Time spent/trip, days 0.7 

Number of meetings O 
Proportion of r~ndents that 

made trips, % b 17.5 
Number of trips 1 
Distance per trip, Km 36.4 
Time spent/trip, days 0.6 

Source: Rural Finance Project SUrvey, 1986. 

a N=97. 

0 

1 
1 
0.2 

0 

1 
1 
0.1 

0 

1 
3 
0.1 

12 

2 
124 

2 

4 

1 
204 

4 

0 

2 
280 

1 

b Figures for number of trips, distance and time spent based on respondents 
that effectively traveled in each stage. 

(3 06) 



.• 

Chapter V 

common during the negotiation stage, less frequent in the 

disbursement stage, and had not been held for repayment purposes. 

The proportion of respondents that had made trips to repay loans 

was about half the proportion of leaders that traveled during the 

negotiation or the disbursement stages. The average distance per 

trip was substantially longer in the case of repayment 

activities, a factor that may be hindering loan recovery. 

The indicators reported in Table a suggest that credit 

activities did not represent a heavy burden for the leadership of 

GMs and cooperatives. This is reflected in the estimates of 

transaction costs presented in Table 9. The figures shown in this 

table are based on the assumption that only one leader is 

involved in each activity at a time. Therefore, they should be 

considered a lower-bound estimate of the transaction costs 

incurred at the GM and cooperative level. However, even if the 

costs reported in Table 9 were multiplied by three (assuming that 

all three leaders are involved in all operations), transaction 

costs of borrowing at this level would still be very low. Under 

this latter assumption annualized costs per CFA borrowed would 

amount to less than one-half of a percent. 

The stage of loan negotiation appears the most significant 

in the cost figures shown in Table 9. This is explained primarily 

by the larger number of meetings involved in this stage, as 

compared to the other activities. Cooperative leaders appear to 

devote proportionately more time and effort to loan recovery 

activities, as compared to GM leaders. Overall, the low costs per 
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Table 9 

Institutional Credit. Transaction Costs of Borrowing at the G1 and 
Cooperative Level, at Different Stages of the Loan Procedure. 

Average Loan AJoount and Type of Organization 
Stages of the Loan ------
Procedure G.M.a 

Average Loan Amount, CFA 604,583.86 

Transaction Costs 

(a) Negotiation 
per Loan, CFA 1,329.83 
per CFA borrowed, % 0.22 

(b) Disbursement 
per Loan, CFA 373.39 
per CFA borrowed, % 0.06 

(c) Repayment 
per Loan, CFA 139.96 
per.CFA borrowed, % 0.02 

Total Transaction Costs 
per Loan, CFA 1,843.17 
per CFA borrowed, % 0.30 
per CFA borrowed, 

annualized, % 0.09 

Source: Rural Finance Project SUrvey, 1986 

a N=56 
b N=21 
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Cooperativeb . 

1,659,960.76 

925.56 
0.06 

244.17 
0.01 

799.89 
0.05 

1,969.61 
0.12 

0.04 

Total 

0.28 

0.07 

0.07 

0.42 

0.13 
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CFA borrowed are demonstrating the advantages of group borrowing, 

i.e., of handling large {multiple) loans through the common 

leadership of the organization. The low cost per loan however, is 

indicating the lack of sophistication of the loan procedure. 

Moreover, it is reflecting the deficiencies of key loan 

allocation practices, the poor documentation of disbursements, 

and the limitations of loan recovery procedures. 

D. Operational Costs of Lending at the Institutional Level 

The field survey undertaken in January-February 1986 

included interviews with officials of the "Union Nationale de 

Cooperatives" (UNC) and the "Caisse Nationale de Credit Agricole" 

{CNCA). Five regional directors and nine "arrondissement" level 

officials of the UNC, plus five branch managers of the CNCA 

comprised this sample. A discussion of their roles in different 

stages of the loan procedure was included in the interim report 

presented in March. Other selected indicators of the activities 

of UNC and CNCA officials at the department and arrondissement 

level are presented in Table 10. 

Even though all officials of the UNC and the CNCA appear to 

have similar levels of formal instruction, UNC personnel are less 

experienced in their current positions. The CNCA branch managers 

had spent more time in their positions and were better 

remunerated than their UNC counterparts. 

There is a heavy workload in both institutions in terms of 

the number of cooperatives and GMs they are committed to service 

( 3 09) 



Chapter V 

Table 10 

Institutional Credit. Selected Indicators of UNC and CNCA Activity 
at the Department and Arrandissement Levels. Averages :per Official 

Institution I Level 
Indicator 

UNC CNCA 

Department8 Arrandissementb DepartmentC 

Years of instruction 

Years in the position 

t-tmthly salary (CFA'OOO) 

Number of Cooperatives 
:per official 

Number of Gts 
:per official 

Percent of time allocated 
to credit activities 

14.6 

1.2 

81.8 

207.0 

1,925.0 

46.8 

Source: Rural Finance Project SUrvey, 1986. 

a N=5 (regional directors) • 

b N=9 (USRC agents) • 

c N=5 (branch managers) • 

.(310) 

12.9 13.8 

1.0 3.0 

66.2 135.3 

37.0 179.0 

386.0 

45.7 100.0 



Chapter V 

(see Table 10). Even in the most favorable situation, it would be 

difficult for a UNC official ·at the arrondissement level to visit 

every cooperative under his responsibility once a month. It is 

also unlikely that he will be able to assist every GM in his 

portfolio once a year. 

Not only there is a large number of organizations to 

service, but the geographic spread of these is rather large. 

Average distances traveled to provide assistance to GMs or 

cooperatives ranged between 121 and 573 kilometers for officials 

stationed at the department level, and between 47 and 272 

kilometers for agents working at the arrondissement level. The 

average duration of each trip fluctuated between one half-day and 

almost 3 days at the department level. For arrondissement-level 

officials thfs range was from one half-day to almost two days. 

UNC officials devoted less than half of their time to 

credit-related activities, whereas CNCA personnel, as expected, 

was dedicated exclusively to perform their credit functions. This 

differences in the allocation of time were taken into account to 

compute the costs associated with credit activities. These costs 

are reported in Table 11. 

Transaction costs of lending were estimated on the basis of 

the salaries of the personnel involved, and the costs of their 

travel and per diem. Non-personnel costs were estimated and added 

to these calculations in the case of the CNCA branches. Since the 

UNC officials perform several other roles not related to credit, 

operating costs other than personnel and travel were not imputed 
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Table 11 

Institutional Credit. Transaction Costs of Credit Associated with 
UNC and CNCA Activity at the Department and Arrondissement Levels 

Credit-related Costs in Francs CFA Costs per 
Institution ----------- CFA Lentb 
I Level Average Average Average 

Annual Cost Costs per Costs per % 
at each levela GM Cooperative 

UNCC 

Department 518,280 218.4 2,699.4 0.20 

Arrondissement 1,089,540 2,826.3 29,288.7 2.23 

CNCA, Departmentd 16,168,800 90,238.5 5.44 

Total costs 
(UNC+cNCA) 17,776,620 3,044.7 122,226.6 7.87 

Source: Rural Finance Project SUrvey, 1986, and Tables 9 and 11 of this 
chapter. 

a Includes direct costs of travel and per diem, and supplementary payments 
for tinie spent in the field. 

b Costs as a proportion of average loan amounts per GM and cooperative 
reported in Table 9. 

c Considers the regional director at the department level, and one official 
per arrondissement. Non-personnel costs are not added under the assumption 
that they would be incurred even if no credit-related activities were 
undertaken. 

d Considers all branch personnel, and includes estimated non-personnel 
costs. 
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to credit. Personnel and travel costs were calculated considering 

the importance of credit activities in the officials' time 

allocation. Costs per CFA lent were computed using the average 

loan amounts for GMs and cooperatives reported in the previous 

section. 

It is evident from the figures presented in Table 11 that 

the institutions in question bear a large proportion of the costs 

associated with the credit delivery system. A comparison with the 

costs borne by other participants in the credit network is 

developed in the next section. The CNCA alone shows operational 

costs per cooperative in the portfolio equivalent to 5.44 percent 

of the average loan amount per cooperative. The UNC activity at 

the arrondissement level also results in rather substantial 

operational costs of lending. 

It must be noted that the costs reported in Table 11 do not 

include the expenses incurred at the central off ice~ of the UNC 

and the CNCA. This implies that those costs still under-estimate 

the total transaction costs of operating the credit delivery 

system. Given the distribution of personnel of the CNCA between 

the central office (43 percent) and the branches (57 percent), 

one could assume an overhead of about 75 percent attributable to 

central-office expenses. With this assumption, the CNCA costs per 

CFA lent increase to 9.52 percent, and the combined costs of the 

CNCA and the UNC raise to almost 12 percent of the amounts lent. 

Finally, it must be recalled here that the costs measured 

above for the CNCA correspond only to the non-interest costs of 
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loan administration. These do not include the costs of funds 

(essentially determined by the BCEAO discount rates), or the risk 

premium or default cost. The latter reflects the effects of 

default risk on total transaction costs of lending of the 

institution. This risk premium can represent an important 

proportion of total (non-interest) lending costs when loan 

delinquency rates are high. 

A simple exercise in the case of the CNCA is useful here to 

assess the effective costs associated with the operation of this 

institution. Non-financial transaction costs of lending (LC) can 

be defined as follows: 

LC = a + r , 

where, a denotes loan-administration costs, and 

r is the risk premium (default costs). 

A well-known expression in finance for default costs (r) is 

the following: 

r = [ d/ ( 1-d) ] 1 + a + f) , 

where, d is the default rate, and 

f denotes the cost of funds. 

This expression summarizes all losses associated with 

default, i.e., the loan princi~al that will not be recovered, the 

costs incurred in administering these loans, and the cost of 

obtaining these funds. Using the--eeiatim&tee de-fault rate of 18 

percent of the CNCA portfolio that excludes loans to the 

government and the parastatalss, the 9.5 percent administration 

5 See section on the CNCA in chapter III. 
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costs reported above, and the preferential discount rate of the 

BCEAO as the cost of funds of 8 percent, the risk premium results 

25.8 percent. This still represents a lower-bound estimate since 

no assumption has been made about the default risk involved in 

the loans granted to the government and to public and semi-public 

enterprises. 

With loan administration costs of 9.5 percent and risk 

premium of 25.8 percent, total transactjon costs of lending (LC) 

become 35.3 percent of the amounts lent. This is certainly a very 

high costs of lending, by any standards. This cost must be 

contrasted against the 2.5-percent margin allowed by the BCEAO 

for on-lending to the CNCA and ~ther banks. The lending costs of 

the CNCA exceed by about 33 percent this regulated margin, i.e., 

the CNCA incurs losses of 33 percent of the amount of loans 

granted every year. 

In summary, even though the credit delivery system of Niger 

does not include a complete set of well developed banking 

practices, the resulting costs of the system appear even higher 

than those recorded in development banks of other low-income 

countries. Even without devoting sufficient resources to key 

activities such as loan evaluation and loan recovery, the costs 

of implementing the delivery of inputs to the cooperatives and 

GMs are significant. The operations of the CNCA result in an 

annual loss equivalent to (at least) 33 percent of the funds lent 

by this institution. The following section will summarize the 

transaction costs involved in the credit system for all 
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participants, and will draw the major implications of these 

findings. 

E. Summary and Implications 

The transaction costs incurred by the different participants 

in the credit network are summarized in Table 12. The total non

financial costs of operating the system are 9.14 percent of the 

amount of credit channeled from the institutions to the 

individual borrowers. If the estimated central-office costs of 

the CNCA are included in this estimate, total transaction costs 

per CFA in the credit delivery system increase to 13.22 percent. 

It must be recalled that the costs reported above do not 

include the operational costs incurred by the ''Centrale 

d'Approvisionnement" (CA) in the delivery of inputs. They exclude 

as well the operational costs of productivity projects that could 

be associated with credit. In this sense, the transaction costs 

estimated here could still be considered a lower-bound figure. 

On the other hand, a factor that tends to offset this under

estimation is that loan amounts are valued at the subsidized 

price of inputs. This does not affect the cost per loan but makes 

the costs per CFA in credit appear higher than they would result 

if loans were valued at- the market- price of inputs. 

The estimated transaction costs of institutional credit 

shown in Table 12 are substantial. The largest share of these 

costs is borne by the participating institutions (86 percent of 
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Table 12 

Institutional Credit. SUmmary of Transaction Costs Incurred by 
Different Participants at Different Levels of the Credit Network 

Level I Participant 

Household Level 

Individual borrower8 

Q4 Level 

Gt leaders 
UNC, Arrondissement 
UNC, Department 

SUl:>-total GM level 

Cooperative Level 

Cooperative leaders 
UNC, Arrondissement 
UNC, Department 
~· Department 

SUl:>-total cooperative level 

Total Transaction COsts per CFAb 

Average Cost 
per Loan 

CFA 

1,120.7 

1,843.2 
2,823.3 

218.4 

4,884.9 

1,969.6 
29,288.7 
2,699.4 

90,238.5 

124,196.2 

Source: Tables 4, 9 and 11 of this chapter. 

a Figures for equipnent loans. 

Average 
Loan Amount 

CFA 

131,557.0 

604,583.9 

1,659,960.8 

Cost per 
CFA 

% 

0.85 

0.30 
0.47 
0.04 

0.81 

0.12 
1.76 
0.16 
5.44 

7.48 

9.14 

b Does not include costs of the central off ice of the CNCA. If these are 
considered the total cost per CFA increases to 13.22 percent. 
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the total). Individual borrowers incur costs equivalent to about 

9 percent of the total costs of the system, while the share of 

costs borne by the leadership of GMs and cooperatives amounts to 

almost 5 percent of the total. In summary, the public sector is 

supporting the large majority of the costs of the credit delivery 

system. Credit beneficiaries have access to in-kind loans at low 

transaction costs, but the costs incurred by the institutions 

involved are significant. 

This chapter has shown that the institutional agricultural 

credit system of Niger is for the most part limited to the input 

delivery (credit disbursement) role. Despite the deficiencies of 

key lending practices the costs of the system are substantial. 

The major implications anticipated in the introductory section of 

this chapter can be restated and revised here. First, the system 

in its current state does not and cannot perform a resource 

allocation role through financial intermediation. Secondly, the 

system does not provide the financial intermediary with 

instruments of credit rationing. In fact, the low levels 

of transaction costs for borrowers are explained by the lack of 

sophistication of the loan procedure, a factor that prevents the 

transfer of costs from lender to borrower. 

Finally, a major implication of the analysis presented in 

this chapter is that the- opez·attans· of the CNCA are unsustainable 

under the current circumstances. In order to maintain a flow of 

credit to the rural sector of, say, 10 billion francs CFA per 

year (about 3 percent of rural GDP), it would be necessary to 
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subsidize losses of the CNCA of over 3.3 billion (approximately 

10 million dollars) per year. The CNCA should terminate its 

operations, and its limited input delivery role be taken over by 

the productivity projects and possibly the UNC during the period 

of time necessary to develop a healthy and viable rural financial 

system, along the lines summarized in the following chapter. 
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Table A.1 

Institutional Credit. Transaction Costs of Borrowing for the OVerall Sample of Loans, 
by Loan Size category 

All Observations in Sample Observations with Non-Zero Costs 

Loan Size Transaction Transaction Transaction Transaction 
Costs per Loan Amount Costs per Costs per Loan Amount Costs per 

category Loan CFA Borrowed Loan CFA Borrowed 
N CFA CFA % N CFA CFA % 

----------------------
OVER 113000 CFA 119 1116. 29 205986.92 0.54 52 2554.58 207725.92 1.23 

9000-113000 CFA 120 1133.61 61906.11 1.83 41 3317.88 50129.39 6.62 

400-9000 CFA 115 96.60 1662.65 5.81 7 1586.93 1257.14 126.23 

LESS THAN 400 CFA 113 138.40 283.29 48.85 13 1203.04 308.31 390.02 
-------- ----------

ALL 467 633.02 68874.50 0.92 113 2616.10 113892.58 2.30 
----------------------------------- ---------------------
Source: Rural Finance Project Survey, 1985 
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Table A.2 

Institutional Credit. Transaction Costs of BorrCMing for the OVerall Sample of Loans, 
by Department 

All Observations in Sample Observations with Non-Zero Costs 

Transaction Transaction Transaction Transaction 
Costs per Loan Amount Costs per Costs per Loan Aloount Costs per 

Loan CFA Borrowed Loan CFA Borrowed 
N CFA CFA % N CFA CFA % 

---------- -------
158 600.73 76577.86 0.78 37 2565.28 119343.05 2.15 

74 1294.18 74228.70 1.74 26 3683.44 82232.35 4.48 

38 599.05 128819.47 0.47 15 1517.60 192423.67 0.79 

137 511.71 68958.42 0.75 29 2417.40 111981.34 2.16 

60 201.10 3828.72 5.25 6 2011.00 30385.50 6.62 
----

467 633.02 68874.50 0.92 113 2616.10 113892.58 2.30 
------

Source: Rural Finance Project SUrvey, 1985 
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'lable A.3 

li'Btituticral Cte:lit. 'IialB;tim Q:sts af ~ ftr tie O;ierell S3Iple af Iars, 
bf lrD:Jle Ievel (B:e:rl en llgr.irultural lrD:Jle EStiJratB:i ftr 1984) 

All ~ in S3Iple ~tias wl:th N:n-Za:o a:sts 

lrD:Jle Ievel Tr:aEa:t:im Tren;:ctim 'IialB;tim Tr:aEa:t:im 
Q:sts :i;:ec' It:a1 lm:l.l'rt: Q:sts :i;:ec' Q:sts :i;:ec' It:a1 lm:l.l'rt: Q:sts :i;:ec' 

(llgr.irulture) It:a1 CE\. B:::lr.roei It:a1 CE\. B::lr.caei 
N CE\. CE\. % N CE\. CE\. % 

HirH-(OJER 2!JJ140 ~) 100 m.91 96873.01 0.00 35 2222.fB 121126.91 1.83 

m:>IlM-HI'.GI (9362&-2!JJ140 
CFNYR) 551.25 75536.64 0.73 38 1740.00 114767.34 1.52 

MmU+«W(~ 
CFAIYR) 136 955.88 '10712.45 1.35 29 4482.74 119913.62 3.74 

Uff-(tnm 33234 ~) 111 195.31 34196.41 O.fil 11 19'20.82 71978.64 2.74 

NL 451 633.02 68874.00 0.92 113 2616.10 113892.58 2.ro 

9:mre: RJral F.in:n:e Project SlCW'f, 1985 
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Table A.4 

Institutional Credit. Transaction Costs of Borrowing F.quipnent Loans, 
by Loan Size category 

All Observations in Sample Observations with Non-Zero Costs 

Loan Size Transaction Transaction Transaction Transaction 
Costs per Loan Amount Costs per Costs per Loan Amount Costs per 

category Loan CFA Borrowed Loan CFA Borrowed 
N CFA CFA % N CFA CFA % 

OVER 113000 CFA 117 1135.37 206986.69 0.55 52 2554.58 207725.92 1.23 

9000-113000 CFA 107 1237.31 64806.38 1.91 40 3309.80 51132.63 6.41 

400-9000 CFA 11 339.47 3390.91 10.01 1 3734.19 4000.00 93.33 
--------
ALL 238a 1130.10 131049.39 0.86 93 2892.09 138183.37 2.09 

Source: Rural Finance Project Survey, 1985 

a Only three observations in lowest loan-size category (less than 400 CFA) 
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Table A.5 

Institutional Credit. Transaction Costs of Borrowing F.quipnent Loans, 
by Department 

All Observations in Sample Observations with Non-Zero Costs 

Department Transaction Transaction Transaction Transaction 
Costs per Loan Aloount Costs per Costs per Loan Amomlt Costs per 

Loan CFA Borrowed Loan CFA Borrowed 
N CFA CFA % N CFA CFA % 
------ -----------

NIAMEY 83 985.88 141974.73 0.69 31 2639.62 142041.71 1.86 

DOSSO 53 1660.66 93195.96 1.78 22 4000.68 97134.45 4.12 

TAHOUA 24 908.34 203620.42 0.45 14 1557 .16 206096.79 0.76 

MARADI 72 930.47 130439.64 0.71 23 2912.77 141084.09 2.06 

ZINDER 6 1721.26 31320.50 5.50 3 3442.53 60171.00 5.72 
----------------

ALL 238 1130.10 131049.39 0.86 93 2892.09 138183.37 2.09 

Source: Rural Finance Project SUrvey, 1985 
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Irr:Xlre Is.el 

(lgr.irulture) 

HICll-(CMR '21Xll40 CEV'YR) 

r.IDlIM-Hrc:H (93525-'21Xll40 
CEV'YR) 

MIDilM-iCW ( 33234-93625 
CE\/YR} 

U:W-(tNm 33234 CE1VYR) 

/lIL 

'.lli:l1.e A. 6 

li'Btitntiael er:mit. ~ Clsts af B::nOOr:g B:;µipia:rt: Iar:s, 
bi Irr:Xlre IeieJ. (:Ease:i m lgr.irul:tmal Irr:Xlre ~ far 1984) 

All~ .in S!Ip1e ~with N:n-zeto Clsts 

'.lm:EECtim ~ ~ ~ 
Clsts :i;:et' Ian 1mll1:t Clsts :i;:et' Clsts :i;:et' Ian1mm:t Clsts :i;:et' 

Ian CE\ B:Jrn:w:rl Ian CE\ B:Jrn:w:rl 
N CE\ CE\ % N CE\ CE\ % 

66 813.65 137~.42 0.63 'Z1 2135.:G 15fBlJ.63 1.36 

955.44 132975.58 0.72 35 1.82B.96 124573.00 1.47 

01 1893.48 141465.57 1.34 23 5.515.00 151001.00 3.65 

38 537.53 97004.13 0.5.5 8 2553.26 98795.63 2.58 

238 113:>.10 131049.~ 0.86 93 2002.00 138183.'31 2.00 

9::mt:e: Rlcal F.ira:re Proje=t Slt\ey, 198.5 
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Table A.7. 

Institutional Credit. Transaction Costs of BorrCMing Seed Loans, 
by Loan Size category 

All Observations in Sample Observations with Non-Zero Costs 

Loan Size Transaction Transaction Transaction Transaction 
Costs per Loan Amount Costs per Costs per Loan Amount Costs per 

category Loan CFA Borrowed Loan CFA Borrowed 
N CFA CFA % N CFA CFA % 

----- --------------------------------
400-9000 CFA 103 71.60 1421.41 5.04 6 1229.05 800.00 153.63 

LESS THAN 400 CFA 110 142.18 284.38 50.00 13 1203.04 308.31 390.20 
------- ---------------------------------------------------------------
ALL 215a 107.04 994.82 10.76 19 1211.26 463.58 261.28 
---- ------- ----------
Source: Rural Fillal)Ce Project SUrvey, 1985 

a Only two observations in other loan-size categories (more than 9000 CFA) 
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Department 

N 

NIAMEY 70 

DOS SO 12 

TAHOUA 14 

MARADI 65 

ZINDER 54 
--------------
ALL 215 
--------

Table A.8 

Institutional Credit. Transaction Costs of Borrowing Seed Loans, 
by Department 

All Observations in Sanple Observations with Non-Zero Costs 

Transaction Transaction Transaction Transaction 
Costs per Loan Amount Costs per Costs per Loan Amount Costs per 

Loan CFA Borrowed Loan CFA Borrowed 
CFA CFA % N CFA CFA % 

134.95 1327.13 10.17 5 1889.24 480.00 393.59 

646.21 1274.00 50.72 4 1938.62 270.75 716.02 

68.83 589.29 11.68 1 963.69 1000.00 96.37 

47.86 856.15 5.59 6 518.51 420.83 123.21 

32.19 774.07 4.16 3 579.47 600.00 96.58 
----------

107.04 994.82 10.76 19 1211.26 463.58 261.28 
----------

Source: Rural Finance Project SUrvey, 1985 
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'Diile A.9 

li'BtitutlaBl Cr:mit. Trer:scctiai Cl:sts of Rlm:wfrg 93e:i Ian;, 
~ :rnx:ne Is.el (aeed en .lgcirul:tmal :rnx:ne Bst:D1a:tai fer 1984) 

All Cl::sec"6tiaB .in Sclrple CJ:J3eN:lt.iaB with N::n-2'E!ro Cl:sts 

:rnx:ne Is.el T.cm:a::tim 'l'J:a13cctjm 'n'erEieci:im 'n'erEieci:im 
Cl:sts pr Ian lml.nt: Cl:sts pr Cl:sts pr Ianlml.nt: Cl:sts pr 

(lgrirul:bJre) Ian cmB:r.caei Ian cm:ar.ctHD 
N cm cm % N cm cm % 

HICH-(aJER 'Am40 ~) 24 fR1 .CX'3 1399.13 49.10 7 2355.53 SED.71 42'.>.10 

le>IIM-HIGI (93625-'Am40 
~) 42.72 815.66 5.24 3 712.a> 361.00 m.24 

ttSlllM-m'1 ( 33234-93625 
~) 68 46.12 936.76 4.92 6 522.68. 400.00 ]3).67 

I.CW-(tHER 33Z34 amf,tR) 73 17.16 1008.'10 1.65 3 417.65 466.67 00.00 

N.L 215 l(J].04 994.82 10.76 19 1211.26 463.58 261.28 

S:mt:e: RlC8l. F.irEl'x:e Project Smief, 1985 
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VI. SUMMARY, CONCLUSIONS AND RECOMMENDATIONS FOR CHANGE 

A. Summary and Conclusions 

1. Introduction 

There is a marked absence of an institutional system of 

financial intermediation in rural Niger. What exists is a high 

cost system of input delivery. This truncated credit system does 

not engage in intermediating between depositors or savers on the 

one hand, and borrowers on the other hand. Standard banking 

functions are undeveloped in the CNCA and in the administrative 

framework of the productivity projects and other programs 

developing the rural economy. The net result is a range of 

segmented projects working in relative isolation from each other 

with no formal financial intermediation of investment flows 

taking place in their areas of action. Only indigenous 

mechanisms of savings and loan activity play out a rudimentary 

but useful role of intermediating the investment flows within 

these areas. 

Thus to understand the obstacles as well as the potential 

for financial intermediation in rural Niger it is necessary to 

review briefly: (1} the aggregate performance of the formal 

financial secror- in N"iger; ( 2) the- piedominant role that public 

sector investment plays in the rural sector and foreign donor 

funding behind that investment; (3} the deterior~ting performance 

of the CNCA in servicing agriculture sector with credit and the 

( 3~ 9) 
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high transaction and default costs associated with the 

institutional bias on input-delivery to agricultural producers; 

and, (4) the diverse range and scale of informal finance that 

occupies the spaces in the rural economy left empty by the 

absence of formal finance. Following this review our major 

recommendations are elaborated in more detail. 

2. Financial Sector Review 

Our chapter on the evolution of the financial sector over 

time indicated that some modest financial deepening had occurred 

at an unsteady pace up to 1980. However, this sector, made up of 

six commercial banks and three development banks, began to 

experience difficulties with a trend of financial contraction 

emerging in the early 1980s. 

The banking system of Niger has been increasingly servicing 

the government and the parastatals at the expense of the private 

sector. Reliance upon central bank funds and foreign borrowing 

has increased, while private sector deposits have declined. The 

loan portfolio of the banking system shows a clear urban bias, to 

the detriment of the rural ~ector. The economic recession of the 

first part of the 1980s has a~fected the profitability of 

banking, increased the level of delinquency in loan portfolios, 

and increased the risk associated with banking activities. As a 

consequence, banks have reduced their scale of operations, 

shortened their term structures, and accentuated the urban bias 

of their loan portfolios. The rural sector has been particularly 

( 3 :jO) 
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affected in this process. Not surprisingly, as indicated in the 

body of this report, informal finance plays a role far more 

important than institutional financial services in rural areas. 

Given this unpromising macro-financial milieu in Niger, the 

creation of any new financial institution is illogical and 

unfeasible, since there is little likelihood it could achieve 

viability in this scenario. 

3. Public Sector Investment, Donor Funding 

and Rural Development 

Associated with this pattern of financial contraction has 

been an increase in public sector investment and donor funding. 

This funding has promoted extensive infrastructure investment 

(especially irrigation works) and the adoption of new 

technological packages by agricultural producers. Public 

investment is the most important component of total gross fixed 

capital formation in Niger. Budgeted figures for public 

investment in 1985 and 1986 average 75 billion francs CFA per 

year. This figure represents almost two-thirds of the average 

annual gross fixed capital formation reported for the period 

1981-1983. About 90 percent of public investment is funded by 

external sources. More than one-half of these external funds 

come under the- f-orm- at- rron-re-tundab-le assis·tance, the remainder 

being received as loans to the government of Niger. 

The public investment budget for 1986 includes 88 rural 

development projects, 51 of which are in agriculture. Of a total 

(3 31) 
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of 30 sources of funds in the public investment plan for 1985 (29 

if the government is excluded), four foreign agencies accounted 

for 54 percent of total disbursements (or 60 percent of total 

foreign funds). These four sources were, in rank order of their 

contribution to total funding of the investment plan, the World 

Bank (23 percent), USAID (11 percent), the "Caisse Centrale de 

Cooperation Economique", CCCE (10.4 percent), and the "Fond 

Europeen de Developpement", FED (9.2 percent). 

As discussed in our report, foreign-funded public investment 

represents about 10 percent of Niger's gross domestic product 

(GDP) in 1985 and 1986. This is a relatively high ratio in 

comparison to most developing countries. The rural sector 

accounts for roughly one quarter of budgeted total public 

investment in 1985 and 35% for 1986. Foreign donor funds account 

for 92 percent of total budgeted rural investment in 1985 and 97 

percent in 1986. 

Despite the imbalance between rural and non-rural public 

investment favoring the non-rural sector, this flow of resources 

into the rural economy is far from negligible. Seventeen billion 

francs CFA per year in rural projects is, for example, about four 

times the amount of the outstanding balances of CNCA loans to 

cooperatives and individuals as of September 1985 (excluding 

overdrafts), of which only a small proportion was actually 

disbursed that year. In the end public investment, almost all 

foreign-funded, can be considered the single most important 

source of formal resources for the rural economy. 

(3~~) 
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In addition, the credit component of the major investment 

projects is a very small proportion of total investment. Most 

public investment in the rural sector translates into net 

transfers of physical and human capital. Irrigation works are 

the main form of physical capital investment. Human capital 

transfers take the form of technical assistance, extension, 

promotion, and technical and managerial training of agricultural 

producers. The administrative and managerial share of total 

project costs reach 30 to 40 percent in some of these projects. 

The only project in which the credit component exceeded 5 percent 

of total costs is the Maradi II Project where it reaches 15 

percent. But no loans have been disbursed. in this project as of 

May 1986. 

Until recently, most of these projects have operated their 

credit components through the CNCA, under a system of advances 

and pref inancing that are subsequently reimbursed to the CNCA by 

the agency funding the project. Outstanding balances of the 

productivity projects with the CNCA as of December 1985 amounted 

to about 1.1 billion CFA francs. Recently however, there is a 

tendency for the productivity projects to abandon this mechanism. 

Instead, some donors are using the branches of the CNCA merely as 

a window for the retail disbursement of funds. 

This institutional f't'amework surrounding rural development 

has certainly affected the functioning of the institutional 

credit system. The fragmented "project approach" to credit 

delivery has contributed both directly and indirectly to 

( 333) 



Chapter VI 

undermine the performance of the CNCA. This occurs directly, due 

to the complicated procedures introduced by the sources of funds 

to reimburse the CNCA for the advances and refinancing it has 

granted to productivity projects. Indirectly, the CNCA 

performance and project credit programs are compromised because 

the supply-leading approach to rural development subordinates 

credit activity to service productivity goals. It tends to 

deemphasize repayment performance, credit-worthiness, and 

financial viability as goals meriting serious attention. Thus 

this project focus does not create credit discipline and sound 

financial management among its rural clientele or the financial 

institutions servicing this clientele. 

Despite the deficiencies associated with the highly 

segmented credit delivery system servicing these projects, they 

should remain in place until a restructuring of the institutional 

credit system is feasible. As indicated earlier, the current and 

foreseeable financial environment is not favorable for the 

expansion of existing banks and even less so for the creation of 

new financial institutions. Prior to the promotion of any new 

banking initiative in Niger, a long preliminary period of market 

recovery and expansion would be required. At the very least, the 

current banking institutions should restore their pre-recession 

levels of activity in real terms and recuperate their base of 

private sector deposits, before new banking initiatives are 

brought into discussion. In the meantime, there is a positive 

role in continuing to finance the credit programs supporting the 

(334) 
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adoption of new technology packages through the productivity 

project machinery directly, rather than through the CNCA or a new 

institution. 

In summary, there is certainly room for rationalization and 

improved coordination of donor activity. There appear to exist 

overlaps and duplication between multiple projects that could be 

reduced or eliminated. The recurrent costs of operating this 

system of public institutions and projects involved in rural 

development could certainly be reduced through rationalizing 

these efforts. 
• 

At the same time, the continuous inflow of resources into 

the rural sector through direct investment, credit, and current 

expenditures circulates in rural areas without the benefit of 

formal intermediation services. No matter how low the rates of 

return to investment, some return, even if only a temporary 

surplus, is generated by the capital transfers involved in public 

investment and donor activity. The salaries and wages of public 

employees funded by rural development projects, the revenues 

obtained by contractors and workers of these projects, by 

suppliers of agricultural inputs, by suppliers of consumption 

goods to rural dwellers, and by traders dealing in rural products 

constitute monetary flows circulating outside of the formal 

financial system. There is no appropriate institutional channel 

in place to service this derived liquidity that public investment 

and credit flows are generating in the rural areas serviced by 

productivity projects. 

(335) 
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The scenario discussed above is clearly not ideal for 

sustained long-term development of the rural sector. The social 

benefits from government and donor efforts are restricted by the 

absence of an efficient rural financial system. Sound formal 

financial intermediation would have a multiplier effect for the 

resources that are being allocated to rural development. This 

multiplier effect does not exist under the current institutional 

framework associated with rural development efforts. These 

efforts generate only a fraction of the social return they could 

yield to the rural community in the presence of a viable formal 

financial intermediary. 

Given the institutional framework that has been documented 

here, it is not surprising that informal financial activities 

dominate the monetary circulation in the rural sector and, in 

effect, inherit, by default, the role of intermediating the 

financial flows of public investment projects. 

4. The Caisse Nationale de Credit Agricole: Declining 

Performance and the Record of Transaction Costs 

for Input Delivery in Rural Niger 

The deteriorating performance of the CNCA in recent years 

can be largely traced to poor loan management procedures and 

practices and to an operational philosophy that prevented the 

institution from maturing sufficiently to play a relatively 

"autonomous" role as a true intermediary. In being relegated to 

a wholesa}ing role, it has not created a staff acquiring on-site 

( 3 3 6) 
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loan evaluation, risk management, and loan recovery skills. It 

has not been able to develop direct contact with final borrowers 

that can mature into a healthy bank-client relationship built on 

trust and understanding. Instead, it has become an 

administrative conduit channeling funds earmarked by agents from 

other institutions promoting adoption of new inputs, with the 

financial viability of the CNCA itself implicitly minimized as a 

predominant priority. 

The instability of funding sources in the structure of 

liabilities of the CNCA also introduces uncertainty into the 

CNCA's loan programs and complicates loan administration. 

Furthermore, with all funding coming from international donors or 

the government's rediscount lines, the CNCA has become a 

"borrower-dominated" institution. Its organizational framework 

has created incentives to promote procedures and practices 

favoring borrowers' interests. Targeting criteria to reach 

selected farmers with new inputs is emphasized, while credit

worthiness, risk analysis and loan recovery procedures and 

efforts are minimized. The financial viability of the 

institution is not an overriding priority and continual infusions 

of funds have been needed to subsidize the high lending costs 

associated with the expensive delivery of credit and the high 

incidence or de'-linqueut · lcran~r. Tl'ie CNC1r is a classic example of 

a borrower-dominated institution. 

A financial intermediary ordinarily incurs operational costs 

in the following functions: (1) mobilizing deposits; (2) 

,(337) 
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carefully evaluating the risk and credit-worthiness of its 

prospective clientele; (3) loan disbursement; (4) loan monitoring 

of its portfolio; and (5) loan recovery efforts. The CNCA and 

the entire institutional credit network for agricultural credit 

(i.e. the UNC, the CNCA and the CA) only performs the third 

function in any meaningful sense. Yet the total transaction 

costs of delivering credit in-kind to cooperatives and village 

groups (GM's) is higher than that recorded in other public sector 

credit institutions in developing countries that perform all five 

banking functions. Even without devoting resources to key 

functions of financial intermediation such as deposit 

mobilization, loan evaluation, loan administration and loan 

recovery, the CNCA network including its institutional 

collaborators incurs substantial operational costs just in 

implementing the delivery of inputs to cooperatives and GMs. 

The total non-financial costs of operating the branch-level 

system are 9.14 percent of the amount of credit channelled from 

the institutions to the individual borrowers. If the estimated 

central-off ice costs of the CNCA are included in this estimate, 

total transaction costs per CFA in the credit delivery system 

increase to 13.22 percent. If we also include the default cost 

which includes the unrecoverable expenses incurred in servicing 

these loans that will not be recovered, the lending costs of the 

CNCA alone rise to 35 percent. Moreover, this high cost margin 

is only a lower-bound estimate since it only includes the CNCA's 

direct loan portfolio to cooperatives and individuals. If one 

(338) 
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were to include the unrecoverable debt to parastatal 

organizations (which is technically guaranteed by the 

government), this margin would rise substantially more. It must 

be recalled that the costs reported above do not include the 

operational costs incurred by the "Centrale d'Approvisionnement" 

(CA) in the delivery of inputs. They exclude as well the 

operational costs of productivity projects that could be 

associated with credit. In this sense, the transaction cqsts 

estimated here clearly should be considered a lower-bound figure. 

The largest share of these costs is borne by the 

participating institutions (86 percent of the total). Individual 

borrowers only incur costs equivalent to about 9 percent of the 

total costs of the system, while the share of costs borne by the 

leadership of GMs and cooperatives amounts to only 5 percent of 

the total. In summary, the public sector is supporting the large 

maj~rity of the costs of the credit delivery system. Credit 

beneficiaries have access to in-kind loans at low transaction 

costs, but the costs incurred by the institutions involved are 

significant. 

The institutional agricultural credit system of Niger in its 

current state does not and cannot perform a resource allocation 

role through financial intermediation. Secondly, the system does 

not provide the financ1:al intermediary with instruments of credit 

rationing. In fact, the low levels of transaction costs for 

borrowers are explained by the lack of sophistication of the loan 

procedure, a factor that prevents the transfer of costs from 
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lender to borrower. The credit network is primarily an input 

delivery system whose costs are important and represent a heavy 

burden to the government budget. 

The marked structural and organizational deficiency of the 

CNCA documented in this report make it clear it will never become 

a viable financial institution. Consequently, it should be 

closed. The agricultural credit lines supporting the 

productivity projects should be managed directly by project 

teams. One gains nothing by maintaining an additional layer of 

high cost administrative personnel in the CNCA and the UNC for 

this purpose. By the same token, it is premature and unfeasible 

to create another institution to replace the CNCA at this time. 

The market conditions do not exist for such a venture to succeed, 

given the weakened state of financial markets in Niger, 

documented and discussed in earlier sections of this report. 

In earlier reports we described in some detail the 

organizational and operational features we considered necessary 

for a viable rural financial institution. These features 

emphasized offering deposit services in addition to lending 

services, diversifying the portfolio into non-agricultural 

activities to reduce risk and ~mprove the rate of return, 

concentrating on shorter term loans, acquiring effective 

independence in loan decision-making from parastatal agencies; 

and.focusing on local deposit mobilization and loan recovery 

indicators for evaluating performance. We still argue that these 

features are essential for any future initiative to create a 

(l40) 
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rural bank, however, reviewing the present financial and economic 

conditions, we do not feel this is the appropriate time to launch 

this initiative. 

5. Informal Savings and Loan Activity in 

Rural Niger: A Review of the Evidence 

Any new projects designed to improve financial 

intermediation in rural Niger must take into account the 

magnitudes and role of informal finance and the strengths and 

limitations of these indigenous savings and loan activities 

currently in place. The rural finance project documented an 

extensive range of savings and loan activity. There is the 

network of wholesale and retail merchants serving village level 

loan demand and widespread tontine and money-keeper activities at 

the village level. A sample frame of 56 money-keepers, 56 

tontines, 58 village level retailers and 38 wholesale merchants 

were surveyed in April-May 1986 to gain a greater understanding 

of these activities. 

A succinct profile of these surveys is presented in Table 1 

summarizing the major indicators of both formal and informal 

finance in rural Niger in 198~-86. These findings are organized 

under five major headings. Of interest here is that all forms of 

informal loan activity are or compararrle size or larger than the 

average size of outstanding balances on individual loans issued 

by the CNCA. Loans to wholesale merchants (from banks and other 

merchants) as well as loans from wholesalers to others (largely 

(341) 
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I. 

I I. 

III. 

Table 1 

Selected Indicators Summarizing Savings and Loan Activity in 
Rural Niger Derived from Rural Finance Project Surveys, 1985-86 

U.S. $ Equiv. Subsample 
(380 CFA Total With Savings 

CFA = 1 US$) Sample or Loans 

Formal Loans ( 1 ) ( 2) (3) (4) 

1. Average size CNCA 131,049 $ 345 n.a. 238 
equipment loan in 
village household 
survey 

2. Ave. size of balance of 42,300 111 n.a. n.a. 
outstanding individual 
loans in CNCA, 1984-85 

3. Ave. size of CNCA seed loan 995 3 n.a. 215 
in 1985 village household 
survey 

Semi-Formal Loans 

1. Ave. loans size to 19,246,642 50,649 38 28 
wholesale merchants 

Informal Loans 

1. Ave. wholesale merchant 2,327,500 6,125 38 16 
loan size to others 

2. Ave. loan size to 399,564 1,051 58 31 
village retail merchants 

3. Ave. moneykeeper loan 54,784 144 56 44 
size to villagers 

4. Ave. size retail merchant 24,286 64 58 29 
money loan to villagers 

5. Ave. size of rural 39,342 103 56 56 
village tontine loan 

6. Ave. size of informal 31,757 84 898 716 
loan in 1985 village 
household survey 

(Continued) 
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Table 1 

Selected Indicators Summarizing Savings and Loan Activity in 
Rural Niger Derived from Rural Finance Project Surveys, 1985-86 

(Continued) 

IV. Formal Savings 

1. Ave. size of deposit in 
Post Office Savings Inst. 
(1984) (Countrywide) 

V. Informal Savings 

1. Ave. savings contribu
tion per month per 
ton tine 

2. Ave. level of deposits 
held with village money
keeper (at height of 
season) 

3. Ave. level of deposits 
held with village money
keeper (during dry 
season) 

4. Ave. savings contribu
tion per month, per member 
per tontine 

5. Ave. size of member 

CFA 
( 1) 

19,200 

77,782 

48,744 

35,507 

7,071 

6,357 

(343) 

U.S. Equiv. 
(380 CFA 

$ 

= 1 US$) 
( 2) 

51 

205 

128 

93 

19 

17 

Subsample 
Total With Savings 
Savings --'-o""""r~L_o"""'"an_s __ 

(3) (4) 

n.a. n.a. 

56 56 

56 39 

56 39 

56 56 

56 56 
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retailers) are considerably larger than formal CNCA loans. Even 

average money-keeper and tontine loans to villagers are 

respectable in size in comparison to CNCA loans. 

In the area of informal savings, the average size of 

deposits held with village money-keepers are substantial when 

compared to the average size of Post Off ice Savings balances 

countrywide. Even average levels of tontine activity suggest 

substantial liquidity circulation in these indigenous societies. 

In summary, informal loan and savings activity is widespread and 

diverse. In certain village settings and certain groups this 

activity can reach sizeable proportions. 

a. Merchants and Informal Finance 

Wholesale and retail merchants play a dominant role in the 

flow of informal finance at the village level. A large share of 

both merchant groups have a high access to credit to finance 

their operations. Wholesalers largely secure their credit 

through banks while retail merchants at the village level gain 

their credit from other merchants. Furthermore, a high 

percentage of both merchant groups make loans to their customers. 

Hence much of the liquidity introduced into merchant channels at 

the wholesale level does flow down through the retail layer of 

commerce into loan finance in village settings. 

At the same time it was discovered that there was a positive 

association between the level of liquid assets and the value of 

merchandise stock held by merchants and the amount of loans 

(3.1L1) 



Chapter VI 

secured for financing their trade. Hence banks and other 

suppliers of credit do look at the size of potential collateral 

in making decisions on the size of loan to grant to merchants at 

both levels of commerce. In addition it was clear there was a 

positive association between the level of borrowing incurred by 

both merchant groups and the level of lending in which they 

engaged with their own borrowing clientele. Small borrowing 

levels by either merchant group generally lead to small lending 

activity, and high borrowing levels lead to much higher average 

sized loans in their on-lending activity. 

The term structure of loans for both merchant groups was 

relatively short in length both as borrowers and as lenders. 

Wholesalers, however were able to draw on longer term loans to 

finance their commercial activity. This could reach one to two 

years in some instances (mostly bank finance). Retailers, on the 

other hand, were restricted to much shorter periods of time to 

repay their loans (1 to 3 months). both merchant groups, 

however, had many loans with an indeterminate length, no doubt 

reflecting an open line of credit to their clientele. This 

indeterminate length is closely associated with product loans. 

It is relatively short term and the pace of repayment is tied in 

to the time needed to sell the goods consigned for sale. 

Most merchants did not admit to charging explicit interest 

on their loans. Given the sensitive nature of this issue, our 

one visit survey was not the most appropriate survey instrument 

to draw out this confidential information. A multiple visit 
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strategy documenting the merchants transactions over a period of 

time is necessary·to generate information on interest charges 

implicit to commercial purchases and sales. 

Finally it was clear that retail merchants in the villages 

participated to some extent in tontine activity and to a greater 

extent as money-keepers for villagers. Thus the retail merchant 

carries out multiple tasks at the village level. He is a seller 

of products (but a less important agent in buying peasant 

products), a lender and a personal vehicle to offer deposit 

services. Given this experience and range of services, retail 

merchants should play an important role in any program to 

encourage a more formal form of finance at the village level. 

b. Tontines, Money-keepers and Informal Finance 

Tontine and money-keeper activities are widespread in the 

rural villages of Niger. They both play vital roles in 

facilitating a rudimentary form of financial intermediation and 

both facilitate and manage significant flows of liquidity at the 

village level. Many tontines exist in each village with the 

level of their activity fluctuating with the seasonal flow of the 

villages' production cycle. Analysis of our sample of 56 

tontines indicated that women predominated as tontine leaders 

either as housewives or market women. However other professions 

such as public employees living in or around the villages also 

participated. There was a wide variety of tontine sizes, levels 

of contribution per turn and frequency of meetings with 
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consequent different life cycles that ranged from two months to 

one year in length. 

Monthly contributions per person per tontine {the best 

single indicator of the implicit income level of the membership) 

ranged from a low of 400 CFA to a high of 40,000 CFA. The life 

cycle of liquidity circulation had a range from 6,400 CFA in the 

poorest tontine to 4,000,000 CFA in the wealthiest. Aggregate 

life cycle circulation for all 56 tontines amounted to 27,195,088 

CFA or roughly US$72,000 at an exchange rate of 380 CFA to one 

dollar {the rate ruling at the end of 1985). This impressive 

amount of aggregate liquidity is one of the most important 

findings of this report. There is clearly a financial base for a 

formal form of savings and credit activity in these villages. 

The challenge is to find an appropriate institutional vehicle to 

accomplish this goal. We shall explore this shortly. 

The money-keeper is the second indigenous form of savings 

activity at the village level. Money-keepers serve a diverse 

clientele that cuts across many classes and groups. There is 

clearly a strong demand for depository services at the village 

level even though the money-keeper pays no fee to depositors for 

holding their deposits. Our sample of 56 money-keepers 

experienced a wide seasonal swing in the demand for their 

services. Aggregate deposits ror the group as a whole ranged 

from a low of 13 million CFA {or US$34,000) during the dry season 

to a high of 30 million CFA {or US$79,000) at the height of the 

season. Depositors fluctuated from an aggregate low of 363 to a 
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high of 617 persons. The average size of deposit held by our 

sample of money-keepers is much larger than the average deposit 

balance in 1984 in the Post Office Savings Bank (i.e. 19,200 

CFA). Eleven money-keepers had maximum deposit balances of 

1,000,000 CFA or more and the average deposit size for all 56 

money-keepers at the height of the season reached 48,774 CFA. 

These high volumes of deposit activity are the second major 

finding of this field research. This reinforces further the 

already promising base of village level liquidity circulation 

intermediated through tontine activity. 

The most interesting activity of money-keepers is their 

extensive loan activity. A large proportion of our sample (78 

percent) also engaged in offering loan services with an average 

loan value (per loan) of 54,784 CFA (or US$144). This average is 

larger than the average outstanding balance of 42,300 CFA for 

CNCA loans to individuals in 1985-86. Some money-keeper loans 

are as high as 500,000 CFA (or US$1,315). Loans are largely for 

consumption purposes and ceremonial obligations, however some 

loans were used for business needs. The size of loan activity is 

positively related to the size of deposit holdings across our 

sample thus money-keepers ser~icing a large base of deposits are 

also engaged in making larger sized loans. At the same time 

money-keepers offer pawnbroking and other storage services 

(largely grain storage). 

This implicit link between deposit and loan activity 

underscores the liquidity management and rudimentary financial 
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intermediation carried out by the money-keeper at the village 

level. Practically all loans were for very short terms (one to 

three months) and thus the continued flow of loan repayments 

could easily balance and service potential deposit withdrawals. 

Most money-keepers stated they did not use deposited funds for 

loans, however, it would be unrealistic or naive to expect a 

straight forward answer to this question. It would be impolitic 

for him to admit this to an unknown interviewer. More to the 

point here is the fact that deposits can easily merge with his 

own funds to form a fungible common pool of resources for loans. 

It is not unreasonable to assume that the money-keeper's deposit 

base facilitates his loan activity thus representing a 

rudimentary form of financial intermediation at the village 

level. 

B. Policy Recommendations 

The Summary and Conclusions reviewed above lead us to three 

policy conclusions: (1) close the CNCA; (2) maintain 

agricultural credit activity through the productivity projects, 

and; (3) create a village-level savings and credit cooperative 

movement. Each recommendation will be discussed in turn. 

1. Closing the CNCA. 

Chapter IIIA and Chapter- V have documented amply the non

viable nature of the CNCA. The many-layered administrative 

network disbursing credit in kind has become a high cost 

operation with a growing delinquent portfolio. There is no 
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evidence that the present institution could ever transform its 

present state of arrears and lending practices to become a viable 

financial institution. 

Furthermore, the present economic and financial environment 

in Niger is so weak that it would be unfeasible to create any new 

banking institution. As documented extensively in Chapter IID, 

there has been a marked decline in overall bank profitability, a 

sharp rise in arrears, and an absolute decline in the size of 

total assets and liabilities in the banking system in Niger in 

recent years. A long period of market recovery will undoubtedly 

be needed to turn this situation around. Any attempt to promote 

a "new" bank in this milieu would be very costly. The bank could 

not be expected to survive or achieve viability in the short to 

medium run, especially a bank attempting to service a rural 

clientele. Other short term measures need to be taken to deal 

with the issue of agricultural credit. 

2. The Maintenance of Agricultural Credit Lines 

in the Productivity Projects 

Chapter IIIB set forth the problems of managing credit 

activity in the productivity projects. The "project" and 

"targeting" approach towards channelling credit deemphasizes 

strict creditworthiness standards and lays greater stress on 

promoting productivity. Consequently the financial viability of 

the credit programs are frequently compromised. Despite these 

shortcomings, the delivery of inputs should continue to be 
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channelled through the productivity projects in the short to 

medium term. In the end, this temporary strategy offers the 

least distorted solution in a longer term strategy for the 

development of sound financial intermediation in rural areas. 

Our reasoning is based on the following considerations: 

a) The portfolio of the productivity projects is 

necessarily risky, given the important dimension of new 

but untested technology associated with input packages 

at the project level. In view of this, it is advisable 

to have the projects themselves assume these risks 

rather than passing them on to a financial institution 

before the production problems have been resolved and 

lending risks reduced; 

b) It is also widely recognized that the current credit 

programs of the productivity projects are temporary 

institutional vehicles. There is no strong vested 

interest to keep them functioning as a long run 

institutional solution for financial intermediation in 

rural areas. Thus they can be phased out when a sound 

financial institution eventually develops in the future, 

either through the emergence of a healthy network of 

rural credit unions gradually absorbing agricultural 

loans within their lending activity, or, the later 

emergence of a multi-branch rural bank when financial 

market conditions are more promising. 

(JSl) 



' 

Chapter VI 

c) In the meantime the current set of cooperatives and GMs 

outside the productivity project areas that meet the 90 

percent loan repayment record previously established by 

the CNCA could continue to be serviced through the 

input-delivery mechanism of the Centrale Appovisionment 

(C.A.) administered through the UNC with the latter 

assuming the appropriate record-keeping on input

delivery and loan repayment. No cooperatives or GMs 

with questionable documentation of loan recovery or with 

less than 90 percent loan repayment in the CNCA's past 

lending should be serviced outside the productivity 

projects. 

In summary, these credit programs are a convenient stop-gap 

policy to service short term credit needs at the project level 

and to reward the proven responsible cooperatives and GMs outside 

the productivity project areas. At the same time, they do not 

preclude or work at cross purposes against the gradual emergence 

of a future rural financial institution in the longer run. 

Still, it should be repeated that the project management of 

credit in Niger is far from ideal. Even in its temporary, stop

gap role, much more attention should be given to inculcating more 

credit discipline and stressing loan recovery procedures in these 

credit programs. Microcomputers should be drawn into tracking 

loan activity more systematically to promote more effective loan 

management practices. The more serious the commitment to 

inculcate credit discipline in these programs, the lower will be 
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the costs and the risks for any future institution to engage in 

financial intermediation in these project areas. 

3. Promotion of Village Level Savings and Credit 

Cooperatives (i.e. Credit Unions). 

(a) Rationale. 

The evidence on tontine and money-keeper activity indicates 

that substantial informal financial intermediation is already 

occurring at the village level. There is a promising base of 

liquidity circulation reflecting significant current demand for 

deposit and loan services. This is particularly evident in the 

productivity project areas where investment activity generates 

substantial flows of liquidity that in effect are intermediated 

through these informal channels. Also it is clear that 

indigenous leadership and experience exist at the village level 

to manage sizeable flows of liquidity through these informal 

vehicles. All these features indicate that these indigenous 

styles of savings and loan activity could form the base for the 

emergence of a network of voluntary savings and credit 

cooperatives or credit unions at the village level. 

It is important to recognize that a savings and credit 

cooperative can broaden the financial base of activity into a 

larger membership than can the numerous but smaller tontines and 

money-keepers. This larger membership implies a wider base for 

savings mobilization as well as a more extensive range for its 

loan clientele, thus gaining greater scale economies in its 
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operations as well as a more diversified portfolio at the village 

level. In the end it represents a more efficient form of 

financial intermediation than that occurring in the array of 

separate, segmented markets of smaller tontines and money

keepers. 

At the same time the voluntary savings and credit 

cooperatives do emulate well many of the highly valued features 

of village finance, thereby ensuring their acceptance by 

villagers. First, they offer savings services. Second, they 

grant loans for consumption needs. Third, these loans are short 

term and can be repeated through time. Fourth, savings activity 

leads to loan activity, as savings act as a form of collateral 

that generates access to future loans for members. The close 

group association acting through village level credit committees 

and frequent, repeated deposit and loan activity generally insure 

res~onsible loan recovery behavior. 

Such on-site loan management activity is precisely what 

formal government credit programs, located outside the village, 

find difficult to emulate at the village level. It is too costly 

for them to evaluate numerous small loan applications, to offer 

the same range of services, maintain the same level of active 

loan turnover and instill the same degree of confidence and 

loyalty as a village level institution. As a consequence there 

is weak identification with the interests of the credit program 

and poor loan recovery. Village level savings and credit 

cooperatives, on the other hand, are the only formal vehicle of 
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financial intermediation that can avoid these shortcomings and 

effectively emulate the strength of informal finance at the 

village level. 

Finally, an emerging network of these village and town level 

cooperatives offers the potential for financial intermediation 

between surplus and deficit units across village cooperatives, 

once they have become well established. This intermediation 

across villages is precisely what informal tontine and money

keeper activities cannot carry out. And it is this growing 

network of savings and credit cooperatives that would constitute 

a built-in base for the emergence of a viable, self-sustaining 

rural financial institution that could begin to incorporate 

production loans as a part of their village based activity. 

(b) A Three Year Plan of Action. 

To better understand the steps needed to establish village 

level savings and loan cooperatives (hereafter referred to as 

credit unions) a three year plan of action is outlined below for 

reference. 

Pre-Phase Operations -- Overall Design Work. 

Designation of the initial areas of activity emphasizing 

productivity-project areas where liquidity base of 

inrormal f-inanc-e-- is stz 0119; 

Review of potential recruitment of Nigerien promotion 

agents to work at the village level; 
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Overview of the current legal environment that would 

affect the creation of village level savings and loan 

cooperatives. 

Year 1 Operations. 

Goals: (1) recruit 2 to 3 promotion agents from Niger; 

(2) launch activity in 5 pre-credit unions; 

(3) Select 5 new sites for on-going work in 

Year 2. 

Initial site selection to choose 5 villages for 

activity; 

Advertising and recruitment of promotion agents; 

Study tour for promotion agents to credit union 

movements in Togo and Cameroon; 

Holding of promotion meetings in selected villages; 

Election of promotion committee representing villages; 

Intensive member education on goals of credit union; 

Training of elected credit union committees; 

Observation tour for relevant government of Niger 

officials to visit credit union movements (Cameroon, 

Togo, Kenya and U.S.); 

Safes, adding machines, ledgers, etc. purchased and lent 

to first set of credit unions (repayable in 3 years to 

equal replacement value); 

Review legal environment affecting credit union 

activity; 
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Engage in baseline data to launch longitudinal study of 

composition of members, nature of loans, savings and 

loan activity, etc.; 

Further site selection for Year 2. 

Expected Results: 

5 credit unions established; 

500 to 1,000 members; 

Average deposits per member 2,000 CFA; 

Total deposits 1,000,000 to 2,000,000 CFA; 

Year 2 Operations . 

Continued savings mobilization in Year 1 credit unions; 

First loans granted in Year 1 credit unions; 

Recruitment of two new promotion agents (if necessary); 

Designation of 5 new credit unions for promotional 

activity in Year 2; 

Promotion meetings and training in these 5 new credit 

unions; 

Expansion of Promotion Committee to include 

representatives from new village sites; 

Continue longitudinal survey on savings and loan 

activity; 

Further site selection for Year 3. 

Expected Results: 

5 new credit unions; 

500 to 1,000 new members; 
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Total new deposits = 1,000,000 - 2,000,000 CFA. 

Plus Year 1 credit unions: 

750 - 1,500 members; 

Deposits= 3,750,000 - 7,500,000 CFA; 

Loans = 2,000,000 - 3,000,000 CFA. 

Year 3 Operations. 

Expansion of Promotion Committee to work on 5 new sites; 

Promotion and training activity in new sites; 

Continued savings mobilization and loan activity in 

previously established 10 credit unions; 

Formation of an Association of Cooperatives as a 

service-oriented institution; 

Continued longitudinal survey of evolving savings and 

loan activity. 

Expected Results End of Year 3. 

5 new credit unions; 

500 - 1,000 members; 

Deposits = 1,000,000 - 2,000,000 CFA 

Plus Year 2 credit unions (5 credit unions): 

750 - 1,500 members; 

Deposits= 3,750,000 - 7,000,000 CFA 

Loans = 2,000,000 - 3,000,000 CFA 

Plus Year 1 credit unions (5 credit unions): 

1,000 - 2,000 members; 
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Deposits = 10,000,000 - 20,000,000 CFA 

Loans = 6,000,000 - 12,000,000 CFA 

Grand Total = 15 credit unions: 

2,250 - 4,500 members; 

Deposits = 14,750,000 - 29,500,000 CFA 

Loans = 8,000,000 - 15,000,000 CFA 

The above forecast of membership, deposits and loan activity 

have been held down to a conservative estimate that could be met 

with assurance. In all ljkelihood the actual results could turn 

out to be substantially larger in size and amount, given the 

evidence on informal finance documented in this report. At the 

end of three years this cumulative effort would be sufficiently 

established that an Association of Credit Unions could be formed 

whose board of directors would be drawn from the leadership of 

member cooperatives at the village level. This association would 

have a strong deposit base, a diversified portfolio, village 

based leadership and control, and a network linked to a national 

association with a paid professional staff that could offer a 

useful range of financial and technical assistance to its member 

cooperatives. This upgrading of village-based informal finance 

into a village-based credit union mov~ment is a more promising 

path to viable rural financial market development than the 

truncated and incomplete top-down style of past CNCA efforts. 
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4. Donor Actions and Government Cooperation 

International donor actions should focus on supporting both 

the continuing credit activity in the productivity projects and 

the promotion of the new credit union initiative. In the 

productivity projects microcomputer programs could make a 

substantial difference in allowing personnel in the credit 

programs to track loans better, document loan repayments and 

delinquency and, in general, generate pertinent decisionmaking 
) 

data for remedial action. At the same time donor influence 

should stress improved loan recovery, terminate credit lines to 

delinquent bor~owers and reduce reporting requirements that add 

to transaction costs but serve no purpose in improving loan 

evaluation or loan recovery performance. 

In the case of the credit union initiative donor support 

would be needed to finance the three year plan of action outlined 

above. To implement the activities in this agenda donors should 

finance two full time resident professionals in Niger and four 

part time advisors on credit union activity. Logistical support 

(one to two vehicles) for fieldwork, the recruitment of 5 to 6 

local promotion agents, short foreign training trips, and the 

associated materials at the village level (ledgers, safes, adding 

machines, etc.) and central office (microcomputers) are obvious 

resource needs for this effort. Finally periodic workshops 

should be supported with donor and government officials present 

so that the longitudinal survey data on credit union savings and 

loan activity can be presented and discussed and a dialogue 
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maintained with donors and government officials to ensure the 

continued progress of credit union activity. 

Government support would be needed to facilitate a review of 

the legal status appropriate for credit unions to function in 

Niger. Credit union activity in other countries fall outside 

central bank control and regulation. It would be expected that 

the credit union movement in Niger would also remain outside the 

regulatory framework of the BCEAO in reference to the terms and 

conditions of their deposit and loan activity. Finally it would 

be helpful if government officials and managers in the 

productivity projects would permit and encourage this private, 

voluntary effort to create a credit union movement in villages 

within their project areas. With this relative freedom to mature 

and grow, donor support and government cooperation can play an 

important role in permitting a viable, active network of village 

level credit unions to emerge in rural Niger. 
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