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Part I: Cereal Trade and Marketing Costs

The transaction of cereals from a producer to a consumer in Burkina Faso can
take many different forms. A producer can sell directly to a consumer, or
exchange can proceed via a number of intermediaries (e.g. assemblers,
wholesalers, retailers). Intermediaries can work for their own account or they
can be employees working for a wholesaler. A transaction may be the result of a
one-time agreement between two individuals on a spot market, or of a long-term
contractual agreement between two parties.

The purpose of this first part of the thesis is to answer the first research
question raised in Section 1.2. At the end of this first part a number of potential
improvements in market institutions will be identified, i.e. improvements in the
way transactions are structured, organised, regulated, and legitimated.
Moreover, I will describe how these improvements influence marketing costs
and the organisation of the cereal market in Burkina Faso. In Part III, the effects
of these potential improvements on trade flows and cereal prices will be
quantified. To formulate the scenarios of potential improvements in market
institutions, the following sub-questions will be analysed first in the Chapters 2
and 3. 1) Which intermediaries are involved in the exchange of cereals from a
producer to a consumer? 2) Which costs are involved in a transaction? 3) Which
market institutions influence transactions? 4) Which factors influence the way a
transaction between two agents is organised? 5) Why do agents choose for a
certain way to organise a transaction? 6) How do changes in the organisation of
a transaction influence marketing costs?

A combination of the Marketing Channel Approach and the theory of
Institutional Economics provides a framework to disentangle the factors
influencing marketing costs and the organisation of the cereal market in Burkina
Faso. In the first approach the marketing channels, through which cereals move
from producers via a number of intermediaries to consumers, are identified, and
it is indicated which functions are performed by each of the market actors. The
second concentrates on four issues: 1) the costs associated with a transaction, 2)
the nature of a transaction, 3) the agreements (contracts) between the parties
involved in a transaction, and 4) the institutions influencing these costs and
agreements. The notion of an institution will be discussed in detail in Chapter 3.
In short, the theory pronounces that market institutions influence the nature of a
transaction. Marketing costs depend on the nature of the transaction and on the
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way the transaction is organised (type of contract). The organisational structure
is chosen on the basis of, among other things, marketing cost considerations: the
organisation with minimum marketing costs is likely to be adopted.

In Chapter 2, the first two sub-questions will be analysed using the Marketing
Channel Approach. It is discussed which intermediaries work in the cereal
marketing channels in Burkina Faso. Moreover, the functions carried out by
each intermediary and the costs they make are identified. In Chapter 3, the other
four sub-questions are analysed using the theory of Institutional Economics. To
answer these questions, first I indicate theoretically which market institutions
facilitate or constrain cereal trade and which factors describe the nature of a
transaction. Next, I formulate motives to choose for a certain type of
organisation for a transaction (e.g. spot market transaction or integration of
activities). Finally, in Section 3.3 a number of scenarios is identified reflecting
potential improvements in the market institutions. I describe how marketing
costs and organisation structures change if institutions evolve or new market
institutions are founded. Especially the role of market information systems,
credit facilities, and social structures are of importance here.



2 Cereal Marketing Channels in Burkina Faso

2.1 Marketing Channel Approach

To describe the exchange of cereals from a producer to a consumer, it is useful
to depict it as a channel through which cereals are transacted. In the channel, the
cereals move from one intermediary to the other, all of whom carry out some
tasks to make the product available for the final consumer. In this section I
describe which functions will be carried out in a marketing channel. In the next
sections I discuss the cereal marketing channels in Burkina Faso and the costs
which are made by the market actors.

Marketing channels can take many different forms. Figure 2.1 pictures
an example of a marketing channel. They can be longer or shorter, depending
on the distance and the behaviour of actors in the market (traders, farmers,
consumers) and the role the government plays in food marketing (national food
boards). Due to recent market liberalisations in many developing countries,
many of the national food boards have been closed or their tasks have been
redefined, reducing considerably the role of national governments in food
trade.1 Their tasks of food distribution have been taken over by a large number
of private traders. Several alternative channels may exist next to each other.
This is positive because it enables the market agents to choose between the
appropriate marketing services needed. On cereal markets in developing
countries, transactions between producers and assemblers and between retailers
and consumers most often take place on the spot market. This concerns
transactions between actors who are not involved in recurrent trade
relationships. More long-term relationships may be entered into if additional
services are provided (e.g. credit provision). Transactions between assemblers,
wholesalers, brokers, and retailers are more often characterised by long-term

                                                                
1 For example, before the cereal market liberalisation, the national cereal board in Burkina Faso,
OFNACER, set official cereal producer and consumer prices, and they were responsible for cereal
trade. As a result of market liberalisation OFNACER has been abolished. A new organisation,
SONAGESS, handles the security cereal stock to take account of food shortages due to
misharvests.

Producer Assembler Wholesaler Broker Retailer Consumer

Figure 2.1: Example of a marketing channel.
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relationships. Assemblers and retailers may be employed by a wholesaler but
they may also be independent and working for more wholesalers. For the
independent agents, the choices to be made demonstrate the importance of
information: Where to buy or sell? Where to obtain the required quality
class(es)? What is the ruling market price? Are there other, more profitable
markets? Which marketing services are provided at what costs? Note that some
informational problems are related to distance.

Different tasks must be performed to settle a transaction. For spot market
transactions both partners are involved in all tasks. For more integrated
organisations, partners may specialise in some tasks. Stern et al. (1996)
distinguish between the following tasks.2

� Assembly: Thin markets, missing markets, changing market institutions,
and seasonality make this function rather complex and exemplify the
importance of access to proper information. In developing countries, market
information systems are often highly imperfect or not trustworthy and
information is exchanged mainly within personal networks.

� Transport: As the large majority of food traders do not have their own
means of transport they hire this service on the market for public transport.
As rural markets are thin and seasonal differences are large, availability of
these services is not always guaranteed.

� Storage: A lack of modern infrastructure, unstable climatic conditions, and
missing futures markets, imply that uncertainty and high costs characterise
the execution of this task. Access to proper information is a prerequisite for
making good storage decisions.

� Negotiate on transactions: A lack of standard procedures (e.g. with respect
to units of measurement and quality standards) is a nuisance for market
transparency.

� Transfer of ownership and payment; distribution of risk among partners;
and enforcement of transactions: As long as transactions are characterised
by cash payments and direct deliveries this is not a problem. However,
transactions in more integrated channels, in which for example employees

                                                                
2 Stern et al. (1996) also distinguish the function �promotion of products�. This function is
neglected in this analysis, because it hardly plays a role on the cereal market in Burkina Faso.
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of a wholesaler perform some of the wholesaler�s tasks, need more
institutional support. To date �the play of the game� is based on trust and
this limits the number of transactions that take place in more integrated
organisations.

� Finance of transactions: In many developing countries, a formal credit
market is imperfect or missing and also the use of banks for the transfer of
money is not yet accepted. This hampers transactions that take place in
more integrated marketing channels.

Traders may economise on marketing costs by integrating the activities
performed by a number of intermediaries and by reducing the number of tasks
in which they are involved. For example, an assembler may be employed by a
wholesaler instead of acting as an individual trader. In that case prices do not
have to be discussed for each transaction between the assembler and the
wholesaler. The assembler�s rights, duties and payments can then be settled in a
long-term contract. On the cereal market in Burkina Faso, more integrated
channels are often based on personal relationships and trust. Formal written
contracts are exceptional, even if, for example, an assembler purchases cereals
under the authority of a wholesaler. More integrated channels may lead to cost
reductions, due to savings on transport costs to intermediary markets, due to
elimination of net margins of obsolete intermediaries, due to a decrease in
search costs, and due to an increase in the quantities traded. However, if such
channels are to be developed, institutions have to be operational in order to
provide the necessary rules to coordinate and safeguard transactions. The
required institutions will be discussed in Section 3. In the next section, I first
discuss the different marketing channels on the cereal market in Burkina Faso.

2.2 Cereal Trade in Burkina Faso

A number of different studies report on the cereal marketing channels in
Burkina Faso (Saul, 1986; Déjou, 1987; Merdaoui, 1995; Sandwidi, 1996;
AHT, 1999; Danagro, 1999; Bassolet, 2000). They all distinguish more or less
the same intermediaries involved in organising the cereal flows from the cereal
producers to the consumers: wholesalers, semi-wholesalers, retailers,
assemblers, and brokers. The distinction between these intermediaries is not
always clear: (semi)-wholesalers may also work as retailer, retailers may be
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assemblers during some periods of the year, and assemblers and brokers may be
individual traders working for several wholesalers or employees of one
wholesaler. In this section I will discuss the relations between these
intermediaries and their roles in the marketing channels. This will be used in the
next chapter, where I discuss the impact of institutional changes on the
marketing channels.

Following the above mentioned reports, the intermediaries can be
described as follows.
� Wholesalers generally trade all over the country and sometimes export to

the neighbouring countries. They maintain a network of local and regional
agents (assemblers, brokers) who may be pre-financed to collect and offer
cereals. In general, the commodities are collected by assemblers and sold
via brokers. They sell in bulk to semi-wholesalers or small traders, but they
may also sell in retail to retailers or consumers. Most of them have their
own trucks and possess storehouses on the larger markets.3 SONAGESS
defines wholesalers as those traders having a storage capacity of at least 500
tonnes, and trading several thousands of tonnes of cereals each year. Some
of them store for periods longer than 6 months and sell a part of their stock
to SONAGESS for the national security stock. According to a census of
cereal traders by SONAGESS in 1999, Burkina Faso accommodates 21
wholesalers.4 They live especially in Ouagadougou, Bobo-Dioulasso,
Manga, Ouahigouya, and Tougan (see Figure 1.1). Bassolet (2000) calls a
trader a wholesaler if he has a storage capacity of at least 100 tonnes. In the
16 cities and villages covered by his surveys, he counted 50 wholesalers in
1997. Estimating their number is a notoriously difficult task as many traders
are not willing to reveal their business. Furthermore, it is difficult to verify
the storage capacity reported by the traders. They may have storehouses in
several cities or store a part of their merchandise in the farmers�
storehouses.

� Semi-wholesalers: The main difference with the wholesalers is that, in
general, semi-wholesalers have a lower storage capacity (between 50 and

                                                                
3 In general wholesalers do not possess more than a few trucks. Those having more trucks do also
transport other goods.
4 Data obtained in November 1999 from STATISTIKA, the statistical department of
SONAGESS, which analyses the SIM price data.
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500 tonnes according to SONAGESS and less than 100 tonnes according to
the definition of Bassolet, 2000) and no trucks. They rent trucks from
wholesalers or from transport companies, or use public transport services.
Most of them have a limited range of action. They sell to retailers and
consumers. The semi-wholesalers themselves, or their agents, purchase on
the assembly markets from the producers or purchase in bulk from other
(semi-)wholesalers. Most of them do not stock for a long time as their
working capital is limited. They usually also trade other products, but some
of them are cereal producers themselves and trade only during the dry
season. The number of semi-wholesalers is approximated at 79 by
SONAGESS and at 179 by Bassolet (2000). They are scattered all over the
country, although most operate in Ouagadougou and the surplus regions in
the southern and western part of the country.

� Assemblers and brokers are agents working for a (semi-)wholesaler. They
may be employees of a wholesaler or independent traders working for one
or more wholesalers. Assemblers collect cereals from producers in nearby
villages. They are usually pre-financed by a wholesaler, who gives
instructions concerning prices, quantities, quality, timing, et cetera. They
may be producers themselves, but it is also possible that an agent settles in a
village from which he can set up and maintain relationships with potential
suppliers. If a certain amount of cereals is collected they notify the
wholesaler to sent a truck. Sometimes, some agents coordinate the activities
of a number of local assemblers. Brokers sell under the authority of one or
more wholesalers to other (semi-)wholesalers, to retailers, or occasionally in
retail to consumers. Assemblers and brokers are usually paid on a
commission basis. They may also be small independent traders who
purchase and sell a part of their merchandise with their own capital.

� Retailers are in most cases women who sell small quantities to consumers.
Retailers most often purchase from local (semi-)wholesalers or brokers.
They may also purchase directly from local producers, and producers
themselves may work occasionally as retailer. Most retailers have no
personal trade network and no trucks. They hardly store and their turnover
rate is high. They only have a small working capital to purchase their
merchandise. Sometimes they are assembler as well as retailer; assembling
during the post-harvest season and selling in retail during the lean season.
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They trade on average only a few tonnes of cereals per month. SONAGESS
estimates the number of retailers roughly at 500. However, this estimate is
probably an underestimation. It is very difficult to make a precise estimate
of their number, which decreases during the growing season and increases
during the dry season.

Cereals are transferred from producers to consumers via different cereal
marketing channels. The channels differ in the distance (to consumers in the
own production region or in another region) and the number of intermediaries
(via different agents of a wholesaler or via a number of independent traders).
Figure 2.2 depicts the marketing channels identified in Burkina Faso.

The three main segments in the marketing channels are the transactions
from the producers to the intermediaries, the transactions amongst the
intermediaries, and the transactions from the intermediaries to the consumers.
Transactions between intermediaries can take several forms. I distinguish three
possible transactions: 1) between assemblers and (semi-)wholesalers, 2)
between two (semi-)wholesalers, and 3) between (semi-)wholesalers and
retailers possibly intermediated by a broker. For all stages I discuss the
characteristics of the transactions and the tasks performed by the agents.

� Producers vs. assemblers: In this segment cereal producers sell to
independent assemblers or assemblers employed by a wholesaler. The
producer offers his produce on the market place or the assembler visits the
farm and arranges transport to his storehouse. Alternatively, the
merchandise remains in the farmers� storehouses until the assembler�s
superior drops by to pick up the cereals collected by the assembler. It is rare
that a producer sells on larger, more distant market places. Transport costs
to such market places are relatively high if only small quantities are
supplied. Prices paid to producers depend on quantity and quality.
Especially if the supplied quantities are small, farmers have a weak
negotiation position. Assemblers can vary prices between clients rather
imperceptibly by creatively using the local measures. The plates or tins,
which are used as measure, may be better filled for good clients. The
standards of measurement differ per region and traders often use different
measures for selling than for purchasing. In the same vein, a bag of cereals
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an assembler purchases from a producer is in general a little heavier than
the bag sold to a consumer. In general, cereals are paid on delivery.
Occasionally, assemblers offer credit to their clients as a service. Advance
purchases before the harvest happen, but are more and more infrequent
(Déjou, 1987; Bassolet, 2000). Risk associated to credit granting is limited
since relationships between the local assemblers and the villagers are tight
and social consequences of non-reimbursement are large. However, they
may be forced to grant too risky loans due to social pressure.

� Transactions between assemblers and (semi-)wholesalers: Assemblers
collect cereals and store them in their storehouses under the authority of a
wholesaler. They do not own the cereals collected. The wholesaler sends a
truck when the assemblers collected a truck load. Assemblers are usually
paid a commission per bag of cereals. Wholesalers may also employ
regional coordinators, who control the assemblers in a certain region.
Assemblers may be employed by a wholesaler or work by order for one or
more wholesalers independently. Those employed by a wholesaler are often
relatives, who are less likely to break agreements. Especially wholesalers in
the Yatenga region employ relatives who have settled in the more fertile

Consumer village of
production

Assembler

Regional wholesaler

Retailer

Broker

Consumer region of production

Consumer at long distance

Assembler (independent or 
employed by a wholesaler)

Wholesaler

RetailerBroker

Retailer

Local marketing channel Regional marketing channel

Wholesaler (Ouagadougou,
Bobo-Dioulasso)

Wholesaler (Dori, Djibo, Kaya,
Ouahigouya)

(trade via a transit market)(trade directly from 
surplus to shortage 
region) 

Semi-wholesaler

Marketing channel of trade from
a surplus to a shortage region

Farmer

Figure 2.2: Cereal marketing channels in Burkina Faso.
Source: Adapted from Déjou (1987) and Bassolet (2000).
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surplus regions. Also autochthons are employed, who gain more and more
freedom the more they are trusted by the wholesaler. Independent
assemblers can be classified as small traders who work for a number of well
known wholesalers. They may also purchase a part of their merchandise
with their own capital. Trust is the essential element in the relationship
between a wholesaler and an assembler. The wholesaler drops by a few
times early in the season to check supply, to inform the assemblers about
the prices they may offer, and to pre-finance them. Assemblers run the risk
that producer supply falls short. Wholesalers run the risk that assemblers
abuse their fundings or badly store the merchandise. Coordination is
difficult due to missing or malfunctioning telecommunication lines and
expensive if coordinators have to be employed. On the other hand, social
relationships are tight and social punishment may be fierce for assemblers
who cheat their superiors. According to Déjou (1987) assembly by agents
employed by a wholesaler takes place especially in the south-western and
eastern surplus regions of the country (regions Hauts-Bassins, Sud, Ouest,
and Est, and parts of Mouhoun and Centre-Ouest; see Figure 1.1).
Wholesalers buy from independent assemblers especially in the mediocre
and shortage regions and in some remote surplus regions where independent
assemblers have a strong market position (Sahel, Nord, Centre Nord,
Centre, Centre Est, Centre Sud, Comoé and a part of Mouhoun and Centre-
Ouest; see Figure 1.1). In these regions it is not profitable for a wholesaler
to set up a network of assemblers.

� Transactions between two (semi)-wholesalers: Transactions between
(semi)-wholesalers are in general transactions between wholesalers in
Ouagadougou or Bobo-Dioulasso and those in the major villages in the
shortage regions (Ouahigouya, Djibo, Dori). It may also include
transactions between wholesalers in the surplus areas (Bobo-Dioulasso,
Manga, Dédougou) and large urban centres (Ouagadougou or Ouahigouya).
It may be more profitable to trade with another wholesaler instead of setting
up a network of assemblers and coordinators. In most cases an acquainted
wholesaler is chosen. Agreements may be settled by phone, and prices
depend on the services offered (transport, credit). Breach of agreements or
delivery of low quality merchandise may result in the termination of a
relationship.
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� Transactions between (semi)-wholesalers and retailers, possibly
intermediated by a broker: Retailers are in most cases independent, small,
local traders, who have a limited working capital and no or only a small
possibility to store. They may also work under the authority of a wholesaler,
who sends them to a number of consumer markets. Retailers purchase
directly from a (semi)-wholesaler, or a wholesaler hires the services of a
broker who distributes the merchandise over a large number of retailers.
Brokers may be independent or employed by a wholesaler. Independent
brokers may transact the merchandise of a number of wholesalers. It is
common that independent retailers purchase a small amount of cereals from
a wholesaler on the same or nearby market place early on a market day and
pay them at the end of the day. To reduce risk, most retailers purchase with
acquainted wholesalers, and most wholesalers hire the services of
acquainted brokers. The clients� trustworthiness is an important element in
these relationships.

� Transactions between retailers and consumers: Most consumers purchase
from retailers. Purchases from a wholesaler or purchases directly from
producers are less common. Retail prices per unit (i.e. per tin or per plate)
on a market place are more or less identical between the retailers. However,
tins may be better filled for regular clients, while clients who negotiate too
much receive less. Some retailers sell on credit, but most traders try to avoid
this because of lack of capital and because of the risk involved. Credit to
relatives may be difficult to refuse. The risk of non-reimbursement is not
very large for these loans. Cereal banks often offer credit on more
favourable terms, but this is not accessible to all consumers.

Next to these five types of transactions, the following alternative channels are
important in Burkina Faso.
� Transactions between wholesalers and SONAGESS: SONAGESS manages

the national security stock. In case of urgent cereal shortages, this stock can
be used to feed the population in the main shortage areas for a few weeks.
Seven out of the eight warehouses managed by SONAGESS are in the
northern, shortage regions of the country.5 Each year, about 1/3 of the stock

                                                                
5 The warehouses of SONAGESS are situated in Ouagadougou, Ouahigouya, Kaya, Dori, Djibo,
Gorom-Gorom, Bogandé (in the province of Gnagna), and Aribinda (in the province of Soum);
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is renewed. Just after the cereal harvest, in the months December to
February, SONAGESS purchases cereals. They only purchase in bulk and
only high quality cereals. Only the large wholesalers with considerable
stocks and some farmer organisations may comply with the strict
requirements. Prices offered are good but for many traders still not
interesting due to the capital costs of retaining large stocks and the costs of
transport to the warehouses. During the lean season (July to August),
traders, international aid agencies, and co-operatives are invited to bid for
the cereals in stock, which are sold to the highest bidders. In general, prices
offered are lower than the market prices. SONAGESS is a large player on
the wholesale market in the northern provinces during these months.
According to Bassolet (2000) their presence disrupts the market and
discourages traders to store for a long period in these regions. Furthermore,
competition is limited on some markets in the sparsely populated Sahelian
part of the country (especially Dori and Djibo). This is caused by low
consumer demand, but is aggravated by the presence of SONAGESS.

� Transactions with farmer co-operatives: Farmer co-operatives, like for
example cereal banks, trade the surpluses of the member farmers or sell to
their members. Since they handle larger quantities than individual farmers,
they can negotiate for better prices. Moreover, they sometimes provide
other services to their members like credit granting and training. Many of
them, however, suffer from managerial and financial problems (Yonli,
1997). An important co-operative in the provinces of Sourou, Kossi, and
Mouhoun is the UGVBM (Union des Groupements Villageois de la Boucle
du Mouhoun). They purchase the surpluses of the members and provide
credits to avoid pre-harvest sales to commercial traders. Farmers receive
good prices and do not have to pay the transport to the market or market
taxes. UGVBM sells to wholesalers or other farmer co-operatives. In 1998
they traded about 600 tonnes of cereals, about 1% of the quantity supplied
in those provinces.

                                                                                                                                 
see Figure 1.1. The maximum capacity of the national security stock is 35,000 tonnes. In 1998,
the security stock measured approximately 15,000 tonnes (Bassolet, 2000). This is approximately
4.5% of the quantity that is traded annually on the cereal market. It is less than 1% of the annual
cereal production.
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� Cereal auction: Since 1990 the non-governmental organisation Afrique
Verte organises once or twice per year a cereal auction in order to promote
cereal trade between surplus and shortage regions. Next to this, they also
provide credit to participants and teach farmer organisations trading
techniques. At the auction, farmer organisations from surplus and shortage
regions meet. They make agreements on cereal prices and supply without
the mediation of wholesalers. Next to the quantity transacted, prices also
depend on who transports and on the time of delivery. This will all be
confirmed in a written contract. Traders may also supply or demand cereals
at the auction. However, only a few participate because they judge that
prices are not favourable for them. In 1998 approximately 560 tonnes of
cereals have been transacted, which is approximately 0.2% of the annually
traded quantity. In that year, cereal demand was almost twice the supply,
which resulted in high prices. In 1997, supply was about the same quantity,
but demand was much lower. This resulted in a price which was halve the
1998 price (Bassolet, 2000). The impact of the cereal auction has been
limited up to now. Some organisations admit they met new clients or
purchased or sold more cereals at the auction. Others complain that prices
are high and that price formation is not transparent.

This description of the cereal marketing channels shows a number of important
elements of the organisation of transactions. First, tight relationships between
two trading partners assure favourable trade conditions and reduce the
possibility of fraud or breach of contract. Secondly, due to a missing credit
market, credit granting is an important service to attract and retain clients.
Thirdly, the set up of a relational network of assemblers and agents is an
important source to gather information and to assure sufficient access to supply.
Since competition in the surplus regions may be fierce, a network of assemblers
holding tight relationships with producers increases the probability of a steady
supply flow.

Before discussing, in Chapter 3, some factors influencing the marketing
channels, I discuss in the next section which marketing costs are made on the
cereal market in Burkina Faso to transact cereals from producers to consumers.
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2.3 Marketing Costs

2.3.1 Transformation versus Transaction Costs

Many different costs are made during the exchange process. These costs are all
caught in the term �marketing costs�. In the literature, transaction costs are
frequently (and incorrectly) taken as synonymous to marketing costs. In order to
prevent confusion I make a subtle distinction between transaction costs and
transformation costs, which together capture the marketing costs. Before
indicating in the next section which marketing costs are made in the cereal
marketing channels in Burkina Faso, I first illustrate the difference between
these two types of costs.

Coase (1937) defined transaction costs as the costs of using the market
or the costs of using the price mechanism. According to North and Wallis
(1994) transaction and transformation costs include the costs for labour, capital,
and entrepreneurial skills required to make a transaction. Transformation costs
are the costs to physically transform inputs into outputs. Transaction costs are
the costs to transfer property rights from one person to another. Trade can be
characterised as the transfer of property rights, where people obtain the rights of
using or changing a good. In this respect property rights can be defined as the
�set of legal restrictions governing the use and exchange of the item� (Furubotn
and Richter, 1991, p. 5; see also Section 3.1.1). The tasks distinguished in
Section 2.1 all entail marketing costs. They encompass all costs made, from the
supply by the producers to the purchase by the consumers. In the literature,
transport and storage costs are regularly treated as transformation costs, since
they change a physical attribute of the good (location, time). The other tasks in
the cereal marketing channel in Burkina Faso involve transaction costs:
assembly, contract negotiation, transfer of ownership and payment, distribution
of risk, financing and enforcement of transactions. The latter tasks are all related
to the transfer of property rights.

Three types of transaction costs can be distinguished: a) the ex ante
costs of obtaining information before contract negotiations start; b) the costs
involved in negotiating over a contract; and c) the ex post contracting costs of
monitoring and enforcing the performance of a contract (Williamson, 1985;
Mahoney, 1992). Here the term �contract� should be read in its broadest sense,
comprising all possible agreements. They cover agreements on who performs
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which tasks and how and when they are executed. In fact, transaction costs all
refer to costs of obtaining and interpreting the information which is necessary to
transfer property rights in an efficient way. Examples of ex-ante information
needed on the cereal market in Burkina Faso are information on market prices,
supply and demand; information on opportunities of transporting to other
regions of the country or storing to sell in later periods; information on
customers and employees (e.g. on their trustworthiness, financial situation);
information on the quality of the cereals; information on the possibilities to
obtain credit; and information on market regulations on the different market
places. Ex-post information refers especially to information on the behaviour,
activities, and effort of employees working under the authority of a wholesaler.

The problem with transaction costs is the difficulty to observe and
quantify them. Next to some costs which are easily quantifiable, they also
include �costs of transacting arising from queuing, waiting, rationing, bribery,
etc.� (North, 1989). These costs may be substantial but hard to measure.
Gathering information is time consuming and costly, particularly in developing
countries. In these countries it is difficult to obtain market information due to
missing or malfunctioning market institutions. A deliberate choice must be
made between the possible gains and losses which can be expected from
obtaining more information. According to North and Wallis (1994) a lower
bound estimate of the level of transaction costs can be found by estimating the
expenditures on transaction services. For example, in Burkina Faso assemblers
and brokers assemble and distribute the commodities for a wholesaler. The
salaries and expenses of the personnel only involved in buying and selling (so
not in transport and storage) can be calculated. Furthermore, also costs
associated with interpreting information must be included. These costs include
training and apprenticeship. All these expenditures together are a lower bound
estimate of transaction costs.

2.3.2 Marketing Costs: Analysis of Cereal Prices

The difference between the price a consumer pays for a kilogram of cereals and
the price a producer receives gives an idea of the marketing costs of the
intermediaries involved in cereal trade plus their profit margin. I first illustrate
the level of this price difference for the cereal prices in Burkina Faso. In the
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next section I illustrate which transformation and transaction costs are made on
the cereal market in Burkina Faso.

Cereal prices in Burkina Faso, as in many West African countries show
a clear seasonal fluctuation. Prices are low immediately after the harvest, and
increase considerably during the year, to start decreasing again just before the
new harvest. Seasonal price differences are caused by demand and supply
differences (supply is high during the post-harvest season from October to
December, whereas demand is highest during the lean season from July to
September) and storage costs which are charged in the prices. Prices in the lean
season may occasionally be the double of post-harvest prices. In Burkina Faso
price data for all cereals are collected since 1992 on 37 markets scattered over
the country by SIM (Système d�Information sur les Marchés). A distinction is
made between producer and consumer prices. Producer prices ensue from
transactions between producers and traders, consumer prices ensue from
transactions between consumers and traders. Quarterly producer and consumer
prices for the period 1992-99 for each of the twelve extension regions (i.e. the
twelve CRPA, see Figure 1.1) are presented in Table A1.1 and Figure A1.1 in
Appendix A1. In Ruijs et al. (2001) these data have been analysed in detail.6

Four main conclusions can be drawn from this price analysis.
First, producer prices are the lowest in the regions with the largest

surplus, the CRPA Mouhoun and Hauts Bassins (see Figure 1.1). Consumer
prices are highest in the shortage regions Centre (with the capital Ouagadougou;
see Figure 1.1) and Sahel. Producer prices in the regions Centre Est, Centre
Ouest and Est and consumer prices in the regions Centre Sud and Centre Est are
relatively high. This may be caused by demand from traders from the
neighbouring countries Ivory Coast, Ghana and Togo. This can, however, not be
confirmed, because no reliable data are available on cross-border trade.

Secondly, producer and consumer prices increased a lot after the
devaluation of the Franc CFA in January 1994. This increase was not caused by
lower cereal production in these years. On average, producer and consumer
prices in the period 1996 to 1999 were, respectively, 91% and 99% above the

                                                                
6 For this analysis average monthly prices were used for the crops white sorghum, millet and
white maize. Data for red sorghum and yellow maize have been omitted because only very few
data were available. Using these monthly cereal prices, average cereal prices per quarter have
been estimated for each CRPA.
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average 1992-94 prices. Prices in the cotton producing areas in the south-
western part of the country have increased more than prices in the non-cotton
areas. This is probably due to reforms in the cotton sector. It looks as if prices
stabilised after October 1996.

Thirdly, retail trade margins (i.e. the difference between the consumer
and producer price in a region) in FCFA/kg and as a percentage of the consumer
price, increased significantly after the devaluation. Trade margins from
transport from the surplus zones to Ouagadougou did not change a lot, whereas
margins from transport to the other regions increased. It looks as if competition
on the wholesale markets in Ouagadougou increased, whereas traders make
higher profits from trade towards the retail markets in the shortage regions. A
more detailed inquiry of trade costs and competition in Burkina Faso is needed
to explain this.

Fourthly, in most years, consumer and producer prices reach their
maximum in July and August. Minimum prices are reached in November or
December. It can be concluded cautiously, that prices reach their minimum
earlier if the harvest is bad. Prices in the period July-September exceed prices
between October and December on average with 17% and 18% for producer
and consumer prices, respectively. Differences between CRPAs are, however,
large. This did not change a lot after the devaluation.

To calculate the differences between consumer and producer prices, I
determined average prices for the period October 1996 � September 1999.
Although these averages are based on only a short time period, they provide a
more realistic picture of the present situation than average prices for the period
1992-99 due to the huge price increase after the devaluation of the Franc CFA
in 1994. Average cereal price levels for the period Oct �96 � Sept �99 are
presented in Table 2.1.

In Table 2.2 the differences between average consumer and producer
prices are presented for each quarter and each CRPA. If profit margins are not
excessive, these differences given an idea about the marketing costs from
purchasing and selling in the same quarter in the same region. In that case
marketing costs only comprise short term storage costs and transaction costs.
The marketing costs plus the profit margins are on average 17% of the
consumer price (see Table 2.2). Margins are, on average, the highest during the
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lean season from July to September and lowest during the period January-
March. They are the highest in the shortage areas (Sahel and Centre Nord) and
the large surplus areas (Mouhoun and Hauts Bassins). In the surplus regions this
may be because producer prices are low due to high producer supply, whereas
consumer prices are high due to high consumer demand (especially in the cities
Bobo-Dioulasso, Koudougou and Dédougou). In the shortage regions this may
be due to a lack of competition, implying a small supply whereas demand is
relatively large. Marketing costs increase if traders store for longer periods. The
increase of the margin between the consumer prices and the producer prices in
earlier periods is not dramatically high (see Table 2.2). This may indicate that
storage costs are not very high, or that profit margins decrease if traders store
for longer periods. The second explanation seems to be more suitable because
several studies report that cereal traders in West Africa hardly store for more

Table 2.1: Average seasonal cereal prices for the period Oct �96 � Sept �99 in
FCFA per kg.

Centre1 Centre
Nord

Centre
Ouest

Centre
Sud

Sahel Mou-
houn

Est Centre
Est

Nord1 Sud
Ouest1

Hauts
Bassins

Comoé Bur-
kina

Producer price
Oct-

Dec2 100 102 116
�96 83 102 117 86 122

�99

Jan-
Mar 104 115 122 105 89 106 111 86 105 103

Apr-
Jun 104 125 131 103 101 113 118 89 116 109

Jul-
Sept 116 125 133

�93 103 116 126 95 114 110

Aver.
price3 103 115 123 100

�94 109 117 111 83 89 113 104

Consumer price
Oct-

Dec2 133 119 114 122 131
�96 108 119 110 129 108 123 116

Jan-
Mar 128 120 121 126 133 103 112 125 114 134 108 119 119

Apr-
Jun 136 129 131 139 144 114 125 132 124 143 117 134 129

Jul-
Sept 140 137 134 126 149 120 133 133 128 152 118 140 133

Aver.
price3 134 126 125 128 139 108 120 127 119 139 113 129 125

Notes: 1) For the region Centre only consumer price data for Ouagadougou were available. For
the CRPA Nord and Sud Ouest, not enough data were available to estimate the average prices for
the different periods; 2) The period October till December is the post-harvest period, in which
prices are, in general, at their lowest levels;  3) Average prices are the averages for all 12 months.
Source: Calculated on the basis of data obtained from SIM/SONAGESS
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than a few months (Déjou, 1987; Armah, 1989; Lutz, 1994; Bassolet, 2000).
The risk that storage costs can not be regained is too high, and furthermore,
selling fast is apparently more profitable than storing the cereals. By comparing
the margin between consumer prices in one region and producer prices in
another region with transport costs, it can be verified whether transporting
between these regions may be profitable. For example, transporting cereals
from Sahel to Mouhoun in October is clearly not profitable. A transport the

Table 2.2: Margins between consumer and producer prices for the period Oct
1996 � Sept 1999.

CRPA Centre
Nord

Centre
Ouest

Centre
Sud

Sahel Mou-
houn

Est Centre
Est

Nord1 Sud
Ouest1

Hauts
Bass.

Comoé Bur-
kina

Margin between the consumer and the producer price2

Oct-
Dec 16% 11%

�5% 27% 14%
�6% 2% 10% 20%

�1% 15%

Jan-
Mar 13%

�5% �3% 21% 14%
�5% 11% 20% 12% 13%

Apr-
Jun 19%

�5% �6% 28% 11% 10% 11% 24% 13% 16%

Jul-
Sept 15%

�7%  -6% 38% 14% 13%
�5% 19% 19% 17%

Aver.
margin 18%

�8% �4% 28% 13% 9%
�8% �7% 21% 12% 17%

Margin between the consumer price and the producer price 3 months earlier3

Jan-
Mar 17% 16%

�8% 28% 19%
�9% �6% 13% 20% -3% 17%

Apr-
Jun 19% 12% 12% 27% 22% 15% 16% 26% 22% 20%

Jul-
Sept 24%

�7%  -4% 31% 16% 15% 11% 25% 17% 18%

Margin between the consumer price and the producer price 6 months earlier4

Apr-
Jun 22% 22% 17% 33% 27% 18% 11% 20% 26%

�9% 23%

Jul-
Sept 24% 14%

�3% 30% 26% 20% 17% 27% 25% 23%

Margin between the consumer price and the producer price 9 months earlier5

Jul-
Sept 27% 24%

�8% 36% 31% 23% 12% 23% 27% 13% 26%

Notes: 1) Not enough data were available for the CRPA Nord and Sud Ouest to estimate the
margins for all periods; 2) Define for the periods t � {Oct-Dec, Jan-Mar, Apr-Jun, Jul-Sept} the
producer price in period t as pt and the consumer price in period t as �t. The margin between the
consumer and producer price is: (�t - pt) / �t �100%; 3) the margin between the consumer price and
producer price three months earlier is: (�t - pt-1) / �t �100%, for t � {Jan-Mar, Apr-Jun, Jul-Sept};
4) the margin between the consumer price and producer price six months earlier is: (�t - pt-2) / �t
�100%, for t � {Apr-Jun, Jul-Sept}; 5) the margin between the consumer price and producer price
nine months earlier is: (�t - pt-3) / �t �100%, for t equal to the period Jul-Sept.
Source: Calculated on the basis of data obtained from SIM/SONAGESS
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other way round is profitable if transport costs are less than 48 FCFA/kg (131
FCFA � 83 FCFA; see Table 2.1). In Table 2.3, the margins between the
consumer prices in the main shortage regions Centre and Sahel, and the
producer prices in the other regions are shown. It follows that consumer prices
in the region Centre are, on average, 22%, and those in the region Sahel are, on
average, 25% higher than the producer prices in the other regions (see Table
2.3). Margins are the highest if cereals are transported from the large surplus
areas Mouhoun and Hauts Bassins. This is for an important part caused by the
transport costs. Transporting from Comoé to Centre or Sahel is apparently less
interesting, given the lower margin and the longer distance to be travelled. For
transport towards the region Centre, margins are lower if they originate from

Table 2.3: Margins between consumer price in the region Centre or Sahel and
the producer prices in all other CRPA for the period Oct �96 � Sept �99.

CRPA Centre
Nord

Centre
Ouest

Centre
Sud

Sahel Mou-
houn

Est Centre
Est

Nord1 Sud
Ouest1

Hauts
Bass.

Comoé Bur-
kina

Margin between the consumer price in the region Centre and the producer price in the other CRPA2

Oct-
Dec 25% 23% 13% 28% 38% 23% 12% 26% 35%

�8% 26%

Jan-
Mar 19% 10%

�5% 18% 30% 17% 13% 35% 33% 18% 20%

Apr-
Jun 24%

�8% �4% 24% 26% 17% 13% 35% 15% 20%

Jul-
Sept 17% 11%

�5% 34% 26% 17% 10% 32% 19% 21%

Aver.
margin 23% 14%

�8% 25% 30% 19% 13% 17% 38% 34% 16% 22%

Margin between the consumer price in the region Sahel and the producer price in the other CRPA3

Oct-
Dec 24% 22% 11% 37% 22% 11% 24% 34%

�7% 24%

Jan-
Mar 22% 14%

�8% 33% 20% 17% 38% 35% 21% 23%

Apr-
Jun 28% 13%

�9% 30% 22% 18% 38% 19% 24%

Jul-
Sept 22% 16% 11% 31% 22% 15% 36% 23% 26%

Aver.
margin 26% 17% 12% 32% 22% 16% 20% 40% 36% 19% 25%

Notes: 1) Not enough data were available for the CRPA Nord and Sud Ouest to estimate the
margins for all periods; 2)  Define for the region i � {Centre, Centre Nord, Centre Ouest, Centre
Sud, Sahel, Mouhoun, Est, Centre Est, Nord, Sud Ouest, Hauts Bassins, Comoé, Burkina Faso}
the producer price in region i as p i and the consumer price in region i as � i. The margin between
the consumer price in the region Centre and the producer price in any of the other regions is:
(�Centre � p i ) / �Centre

�100%; 3) the margin between the consumer price in the region Sahel and the
producer price in any of the other regions is: (� Sahel � p i ) / � Sahel

�100%.
Source: Calculated on the basis of data obtained from SIM/SONAGESS
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surrounding regions. Differences between margins do not always have their
origin in the differences in the distance to be travelled. This is, for example, the
case for Centre Ouest and Centre Sud. If it is assumed that profit margins are
not excessive, the data in Table 2.3 show that transport costs constitute an
important part of the marketing costs.

This brief and rough analysis indicates that marketing costs are
important. A more precise idea of marketing costs can be obtained by
describing in detail the costs which are made on the cereal market.

2.3.3 Marketing Costs: Transport, Storage, and Transaction Costs

The largest part of the traders� marketing costs consists of transport and storage
costs. These include costs for pesticides, personnel guarding storehouses, truck
hire or truck maintenance (spare parts, tires), fuel, and personnel driving and
(un)loading trucks. An important part of the storage costs correspond to
foregone revenues which would have been earned if capital invested in stocks
had been used for other investments. These are called capital costs, and they
may also be assumed to be equal to the interest payments a trader should pay if
he had borrowed money from a bank to finance cereal purchases. Other costs
include costs for bags, market taxes, and payments to personnel engaged in
assembly and sales (assemblers and brokers). These costs are part of the
transaction costs. Transaction costs also include the time and effort to arrange
storage and transport. Costs made for these activities are, however, difficult to
quantify. Not many authors investigated marketing costs in Burkina Faso. I
want to mention in particular the studies by the Universities of Michigan and
Wisconsin (Déjou, 1987; Sherman et al., 1987), Bassolet (2000), and Sirpé
(2000), which provide data on cereal marketing costs. In Ruijs et al. (2001) the
marketing costs presented in these studies have been evaluated in detail. I
discuss the different types of marketing costs one by one.

Transport costs
Transport costs are much influenced by the road conditions, which are poor in a
large part of Burkina Faso. Only a small portion of the road network is
asphalted. That is, the roads leading from Ouagadougou to Bobo-Dioulasso,
Ouahigouya, Kaya and Koudougou, and from Ouagadougou or Bobo-Dioulasso
to the main border crossings with the neighbouring countries are the only ones
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that are asphalted (see Figure 1.1). The other roads are unpaved roads. Some of
them may be rather good, but others are only small trails (�dirt roads�) almost
inaccessible to trucks. Because of bad road conditions, travelling time may be
long and the maintenance costs for trucks high. Consequently, transport services
are expensive. Especially sending a truck to a remote village along a dirt road
during the rainy season may be a costly and risky undertaking.

The functioning of the transport sector in Burkina Faso has been
analysed by Sirpé (2000). Data on transport costs between a number of markets
paid by the cereal traders have been collected by Déjou (1987) and Bassolet
(2000) (see Tables A1.2 and A1.3 in Appendix A1). By comparing the different
studies, I make the following observations. First, consider the study of Sirpé
(2000). He points out that transport prices depend on the distance travelled, type
and age of the truck used, state of infrastructure, and type of product. According
to the �Direction des Transports� in Burkina Faso, transport over unpaved roads
demands more fuel, results in more maintenance costs, and makes tires to wear
out more rapidly. Transport over dirt roads is even more expensive.7 Sirpé
observes from a survey in 1995 among 354 transport companies that transport
prices for cereals exceed the prices for cotton, cement, and fertilisers.8 The main
reason is that cereals are often transported from or towards remote areas where
the possibility to get a return freight is limited. The data presented by Sirpé
(2000) show some incoherences. On the one hand he estimates that transport
prices are 112 FCFA per kilometer per tonne for a 10 tonne truck, while he also
observes that transport prices for transport between 100 and 500 km range
between 19 and 63 FCFA per km per tonne.9 Considering the data presented by
Déjou (1987) and Bassolet (2000) in Appendix A1, the lower estimates of Sirpé
                                                                
7 Compared to transport over asphalted roads, costs for transport over unpaved roads increase
with 25% for fuel and lubrifiants, with 45% for tires, and with 75% to 130% for maintenance. For
transport over dirt roads, these increases are, respectively, 65%, 75%, and 200% to 300%.
8 Transport costs per km per tonne are on average 25 FCFA for cement, 26 FCFA for cotton, 20
FCFA for fertilisers, 56 FCFA for sorghum, 61 FCFA for millet, 91 FCFA for rice, and 144
FCFA for maize. Transport costs for maize exceed those for the other cereals, because a tonne of
maize occupies more space than a tonne of millet. However, I wonder whether 144 FCFA is not
an over-estimation.
9 According to Sirpé, transport costs per km per tonne are on average 255 FCFA for a distance
between 0 and 100 km (usually with a pick-up truck), 63 FCFA for a distance between 100 and
200 km, 31 FCFA for a distance between 200 and 300 km, 19 FCFA for a distance between 300
and 500 km, and 22 FCFA for a distance exceeding 500 km (usually international transport with a
32-tonne truck). For long distance transport within the country (more than 75 km), carriers most
often use trucks with a capacity of 10 tonnes.
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seem to be more realistic. Unfortunately, Sirpé does not report on price and cost
changes after the devaluation of the Franc CFA in 1994. For that reason it is
difficult to compare the above price data with transport tariffs proposed by the
Burkinabé �Direction des Transports Terrestres et Maritimes� in 1991 (reported
in Sirpé, 2000). These tariffs per km per tonne are 25 FCFA for transport over
asphalted roads, 37.5 for transport over unpaved roads, and 50 FCFA for
transport over dirt roads. Sirpé points out that many transport companies have
great difficulties to survive. The number of bankruptcies is large and many
carriers make up shortages with profits from other activities (e.g. garage, trade).
The main reason is that, due to managerial problems, carriers charge prices that
do not cover the entire costs. Often depreciation and unforeseen maintenance
costs are not covered in the prices charged. If all costs made by the carriers are
counted, it follows that the average costs are 60 FCFA per km per tonne for a 10
tonne truck (Sirpé, 2000). This is clearly more than the prices paid by the
traders as reported in Tables A1.2 and A1.3 in Appendix A1.

Secondly, it can be expected that transport has become considerably
more expensive after the devaluation of the Franc CFA in January 1994.
However, a comparison of the studies of Déjou (1987) and Bassolet (2000) does
not give any evidence for such an increase. For some routes, transport costs
even decreased. For example, transporting 100 kg of cereals between
Ouagadougou and Gorom-Gorom costs 2000 FCFA according to Déjou (1987)
and 950 FCFA according to Bassolet (2000). The apparent stability or decline
of transport costs may partly be caused by data unreliability. It is in
contradiction with observations that the difference between consumer prices in
the northern shortage regions and producer prices in the south-western surplus
zones increased considerably after the devaluation. It corresponds, however,
with the observation made above and made by other authors (Egg et al., 1997;
Danagro, 1999; AHT, 1999), that the margin between consumer prices in
Ouagadougou and producer prices in the surplus zones hardly increased after
the devaluation, despite a substantial increase of cereal prices and prices of fuel
and spare parts. The stability of these margins may be due to increased
competition on the cereal market (Sirpé, 2000). It also corresponds with the
observation made above that many transport companies have difficulties to
survive because prices are too low, and that some of them may have difficulties
to purchase new vehicles in the near future (Danagro, 1999).
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Thirdly, transporting along the busy trade routes, between the most
animated markets (i.e. from Ouagadougou to Bobo-Dioulasso, to Pouytenga and
to Koudougou and from Bobo-Dioulasso to Koudougou), costs the traders
considerably less than between the other markets. According to Déjou (1987)
and Bassolet (2000) these costs are less than 25 FCFA per kilometer per tonne
(observations range between 11 and 25 FCFA with an outlier of 52 FCFA).
Reasons for these lower costs are that most carriers are located on these
markets, and that they have more possibilities to find return freights. Transport
costs between the other markets depend on road type. Let us divide the trade
routes in routes over asphalted roads, routes which are both over asphalted and
unpaved roads, and routes which are only over unpaved roads and dirt roads.10

It can be observed that transport costs between markets connected by asphalted
roads are on average 32 FCFA per tonne per km (observations range between
16 and 63 FCFA; standard deviation 15 FCFA). If it is also partly over unpaved
roads, costs increase on average with 30% (on average 42 FCFA, observations
range between 20 and 98 FCFA, standard deviation 16 FCFA). If it is only over
unpaved roads or if also dirt roads must be passed, costs per tonne per km
increase on average to 52 FCFA (observations range between 24 and 110
FCFA, standard deviation 20 FCFA). According to Sirpé, differences between
transport costs depend on a lot of factors, of which the loading rate plays a
major role. During the rainy season, the costs for transport over unpaved and
dirt roads increases on average with 19%.

Finally, next to transport costs, also loading and unloading costs play a
role. Observations range between 50 FCFA per bag by Déjou (1987), 250
FCFA per bag by Bassolet (2000) and 100 FCFA per bag by Sherman et al.
(1987). It follows that transport costs roughly make 5% to 20% of the consumer
price as given in Table 2.1.

Storage costs
Storage costs include costs of storehouses (rent or depreciation, maintenance),
pesticides and insecticides, surveillance costs, and capital costs. Also storage
losses must be considered. From an evaluation of studies by Déjou (1987),

                                                                
10 For these calculations the more lively transport routes (Bobo-Dioulasso, Koudougou,
Ouagadougou, Pouytenga) with lower transport costs and the short routes (less than 90 km) with
higher transport costs are not taken into consideration.
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Sherman et al. (1987), and Bassolet (2000), it follows that it is difficult to
estimate storage costs per bag. Most cereals are not stored for a long time, but
shipped quickly. Furthermore, most costs have to be paid, independent of the
number of bags stored. Moreover, differences between traders are considerable.
In general, storage costs are low for producers and small traders. Producers can
easily and cheaply build new sheds. Small traders usually store the few bags
they trade at home. On the other hand (semi-)wholesalers have to rent or build
storehouses, buy insecticides, and hire guards. Rents depend on the storage
capacity of the storehouse and the scarcity of storehouses on the market place.
The reports mentioned above discuss these costs. Unfortunately they do not
mention the capacity and length of the storage period. Nevertheless, using these
studies in Ruijs et al. (2001), physical storage costs, i.e. renting costs,
surveillance costs, and costs for insecticides and pesticides, are estimated at 250
FCFA per 100 kg bag per three month period.

Also storage losses differ a lot between traders, depending on the
storage period, method of storage, humidity, and amount of pesticides and
insecticides applied. Bassolet (2000) observes storage losses of 8% for a period
of 5 months, and Déjou of 15% to 20% per year. Yonli (1988), however,
estimates storage losses at 8% per year for producers and only 6% per year for
cereal banks. Consider an average of 12% per year, or 3% per three month
period. If producer prices are on average equal to 10400 FCFA per 100 kg bag
(see Table 2.1), a trader loses on average 312 FCFA if he stores one bag of
cereals for a period of 3 months. This exceeds his physical storage costs.

Furthermore, capital costs make up an important part of storage costs.
Different definitions can be applied for the capital costs. According to one
definition, they reflect the foregone revenues if the trader would have invested
the money value of his cereal stock in other activities (opportunity costs).
Another assumes them to be equal to the interest earnings if the money value of
the stock were put on the bank. I adopt the definition that they correspond to the
interest payments a cereal trader should pay if he had borrowed money from a
bank to finance cereal purchases. Official bank loans have interest rates of
approximately 11 to 15% per year (Déjou, 1987). However, only the large
traders do have the necessary collateral to obtain such loans. The conditions
imposed by, for example, the agricultural credit bank CNCA are too stringent
for most traders. Often they lack the necessary collateral or can not satisfy the
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requirement (i.e. it must be proven that they have paid taxes and that they are
able to refund). Bassolet (2000) reports that only 0.7% of the surveyed traders
receive official bank loans. Other traders may obtain short term loans (for 1 to 6
months) from family members, large traders, decentralised financial institutions
or other money lenders. Common interest rates for these money lenders,
observed by Déjou (1987), may be up to 2 to 4% per month. According to
Bassolet (2000), interest rates charged by other financial institutes are 20% per
year for the co-operative savings and credit organisation COPEC and 14% per
year for the national agency for agricultural credit CNCA. Next to these interest
costs due to money borrowed, traders may have considerable costs due to loans
that are not reimbursed by their customers or by intermediaries working on their
account. Déjou (1987) reports that these costs appear to be significant.
However, no data are available on these losses. For this analysis I adopt the
interest rate of the CNCA, i.e. 14% per year or 3.5% per quarter, as this is the
most important agricultural credit bank of the country. If producer prices are on
average equal to 10400 FCFA per 100 kg bag (see Table 2.1), capital costs are
on average 364 FCFA per quarter. Note that capital costs differ per region and
per period. All storage costs together make up 6% to 9% of the consumer price.

Transaction costs
Transaction costs may constitute an important part of the marketing costs. As
discussed in Section 2.3.1 a lower-bound estimate of transaction costs are the
costs of personnel engaged in assembly and sales. Also the time and effort
invested by the wholesaler has to be included. I assume that the profit margin of
the wholesaler reflects these investments. Furthermore, I assume that
transaction costs also include costs for cereal bags and taxes. These costs have
to be made when property rights change hands, i.e. when cereals are transacted.
In Ruijs et al. (2001), costs of cereal bags are estimated at an average of 200
FCFA per bag (Sherman et al., 1987). This is a little lower than observations of
Déjou (1987) and Bassolet (2000). However, considering multiple use of these
bags, 200 FCFA may still be high. Taxes include both trade and market taxes.
The first category are taxes which have to be paid to be allowed to operate as a
trader. The second category are taxes which have to be paid daily, weekly or
monthly to be allowed to use the market infrastructure of a certain market place.
The level of these taxes depends on the business size of the traders. Sherman et
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al., Bassolet, and Déjou give trade taxes as a percentage of profits and market
taxes per day. Taxes are on average equal to 100 FCFA per bag.

Personnel costs are the salaries paid to the assemblers and brokers
working under the authority of a wholesaler. They usually receive a commission
per bag. Personnel costs differ a lot between the different traders. Some traders
operate alone, other have an extensive trade network. The profit margins for the
wholesalers which remain after all costs have been paid, differ a lot between the
different seasons and between the different market places. The traders� salaries
are not a fixed portion of the prices, but may even be negative during some
market days. According to Sherman et al. (1987), personnel costs, including the
profit margin remaining for the wholesaler, vary between 400 and 1250 FCFA
per bag. Consequently, total transaction costs range between approximately 700
and 1550 FCFA per 100 kg bag. Considering the prices in Table 2.1, transaction
costs amount to 5% to 14% of consumer prices.

In this section it has been discussed which marketing costs are made on the
cereal market in Burkina Faso. The analysis shows that they make up a
considerable part of the market price. Marketing costs are influenced by many
factors. In Chapter 3 it will be examined which factors influence these costs,
and how the organisation of the transactions is influenced by these factors.
Furthermore, I will discuss how changes in market institutions may affect
marketing costs and the cereal marketing channels.
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