
Finding funding solutions for rural activities:   
FONGS of Senegal has some answers

Some 30 years have passed since the paradigm of public funding of ag-
riculture faded, in favour of a liberalised market economy, under pres-
sure from the Bretton Woods institutions and as a result of structural 
adjustment plans. States started downsizing by divesting heavily from 
certain sectors such as agriculture. It was the beginning of the microfi-
nance boom; however, microfinance was soon shown to be of limited 
suitability for the specific needs of rural and agricultural production.

Faced with this changing situation, farmer and rural and agricultural producer 
organizations developed different strategies, which included:

  The internalisation of financial services within farmer organizations;

  The creation by farmer organizations of a subsidiary financial institution;

  Partnerships with financial institutions (microfinance institutions or 
agricultural banks).

A phased approach

Setting up a pilot investment 
scheme for family farms 

A first assessment  
of the programme’s  
socio-economic effects
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FAIR loans have enabled farmers to invest in irrigation systems.
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This issue of Zoom Microfinance examines FONGS’s (Sen-
egal) many years of experience in this matter. FONGS1 is 
one of the largest umbrella farmer organizations in West 
Africa. In Senegal and the sub-region, it has played a 
key role in building the farmers’ movement in recent 
decades.

A phased approach

FONGS developed two strategies: firstly, it took a stake 
in an agricultural bank, the Caisse Nationale de Crédit 
Agricole du Senegal (CNCAS); as a second step, it sought 
a solution to the problem of finding funding for invest-
ment in family farms through the pilot project FAIR 
(Funds to Support Rural Initiatives), which led to the 
setting up of a network of credit houses that were tied 
to FONGS member federations. 

Taking a stake in CNCAS
This strategy came after a long period 
of a planned economy (1962-1978), 
following the country’s independence. 
A management system was put in place 
against this background.

The main tools were the National De-
velopment Bank of Senegal (BNDS) 
and ONCAD (National Office for Coop-
eration and Development Assistance), 
which was in charge of supplying inputs 
to farmers, the marketing monopoly of 
the main agricultural products and su-
pervision of producer cooperatives. 

The rural world was organized around 
agricultural cooperatives; the agricul-
ture development programme (whose 
focus was food security and modernization of the sec-
tor, the main contributor to the national economy) was 
financed from the State budget. BNDS was at the heart 
of the agriculture financing system and at the time, 
family farms had access to financing for inputs and 
equipment (up to 5 years) through their cooperative and 
ONCAD. Note, all farmers had been ‘mobilised’ to par-
ticipate in BNDS’s capital to the tune of FCFA 1,000 per 
person (equivalent to 3.05 Euro at the time).

But the cooperatives were overly politicised and lacked 
autonomy. This period, in which agriculture was sup-

1: FONGS comprises 31 farmer associations representing more than 
150,000 active members.

posed to develop, rather lead to the country’s massive 
indebtedness and with the mismanagement of resourc-
es, resulted in Senegal entering a phase of structural 
adjustment. The already difficult situation was com-
pounded by the drought in the mid-1970s.

It was against this background of malaise that FONGS 
(Federation of NGOs in Senegal) was founded in 1976. 
Meanwhile, structural adjustment led to the dissolu-
tion of ONCAD in 1980, the withdrawal of the State from 
a marketing role and the dissolution of BNDS in 1984. 
It was ‘replaced’ by CNCAS with a mandate to provide 
credit to farmers directly (not via cooperatives).

The Senegalese government’s willingness to make this 
‘new’ financial institution the farmers’ bank, led FONGS 
to seize the opportunity to participate in its capital. 
FCFA 100 million was invested at the time, representing a 
stake of 4.35% in the capital2. This was achieved through 
an interest free loan granted to FONGS over 10 years by 
two of its financial partners (NOVIB, a Dutch NGO, and, 
EED, a German NGO). FONGS was then joined by other 

national umbrella organizations, which 
also took stakes in the capital: the 
National Union of Agricultural Coopera-
tives of Senegal (UNCAS), the National 
Association of Rural Family Homes (AN-
MFR), the National Federation of 
Women’s Promotion Groups (FNGPF).

The four umbrella organizations have 
been represented on the bank’s board 
of directors by the NCRC3 (National 
Collaborative Council of the Rural Pop-
ulations of Senegal) since its inception 
in 1993.

The Senegalese farmer movement be-
lieves this initiative of taking equity in 
and its involvement in the governance 
of CNCAS has been positive on balance, 

in particular as regards: 

 The cost of credit: initially, in 1989, CNCAS charged 
a very high 22% per annum interest rate. Bit by bit, this 
rate (for seasonal credit) was scaled down to 12.5% by 
the year 1996. Since 1997, thanks to a grant from the 
state to the tune of 5%, the actual cost to borrowers 
has been reduced to 7.5%. In addition, the farmers’ own 
contribution of 20% was reduced to 10%.

2: Following a capital increase, FONGS owned the equivalent of 2.36% of 
its own shares at the end of 2012.

3: The CNCR represents a number of rural umbrella organizations at the 
national level; it is the Senegalese national platform within the Network 
of Farmer and Producer Organizations of West Africa (ROPPA).

Eligible activities   
can be either  

agricultural  or  
non-agricultural   
but in all cases  

loans must be taken out  
for the purpose   

of investing
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 Credit targeting: initially CNCAS only financed activi-
ties linked to cash crop sectors, such as peanuts and 
rice. The range was then extended to market gardening. 
Currently, all sectors can benefit from CNCAS loans. 

 The expansion of the network: at the time it was set 
up, CNCAS had a presence in four regions. FONGS lobbied 
to extend the internal network, first to 7 and then 12 
regional capitals (since 2012).CNCAS is now present in 
14 of the country’s regions. Exchanges are underway to 
ensure a greater local presence for CNCAS, through the 
network of decentralized financial systems.

Finally, we must also recall the important role that the 
Senegalese farmer movement played in 2012 to oppose 
the decision to dissolve CNCAS, which was taken unilat-
erally by the State in order to replace it with a “green 
bank”. Along with other CNCAS shareholders, FONGS 
strongly opposed this project and was able to thwart it. 

However, two areas of interest remain, which are prom-
ising in terms of prospects for the creation of a true 
partnership with the bank: 

 Setting up a refinancing system for local credit houses 
in order that they become well structured microfinance 
institutions within the banking system;

 Facilitating CNCAS technical support to rural credit 
houses in order to strengthen their capacities and skills.

Setting up a pilot 
investment scheme  
for family farms

Despite progress made at CNCAS, the bank’s range of 
products far from covered all the needs of producers, 
particularly with regard to investment loans. 

This type of credit allows farms to expand their busi-
nesses and increase their overall productivity. However, 
as relatively little was in fact known about the actual 
investment needs of family farmers (FF) in rural areas, 
the situation warranted FONGS choosing to set up a trial 
pilot programme, as a first step. This programme was 
supported by one of FONGS’s strategic partners, SOS 
Faim, with co-financing from the Luxembourg Govern-
ment. Over 5 years, starting at the end of 2006, a FCFA 
325 million (€495,459.30) refinancing fund was built up, 
which has funded 257 investment projects.

family farms (FF), 
according to a definition drawn up during  
a CIRAD/ROPPA workshop, in 2004. 

What differentiates African family farms from other 
types of farm (e.g. European family farms or commer-
cial farms), is the way each element of the production 
system is perceived and conceived of (it’s the prism 
that we use) as exemplified in the following questions 
and answers: 

 Who produces? On the African family farm, it is the 
family and not the individual (or, the entrepreneur, 
the current vogue term).

 Why do we produce? On the African family farm, 
the priority is not to make a profit as on a commercial 
farm or to increase revenue as in the European family 
business, it is also to reduce risks, provide security, 
maintain a social fabric based on family organization, 
preserve the land and the values   attached to it ...

We farm in order to live, not in order to sell. 

Billions FCFA Thousands of hectares

Year

Sources: CNCAS et Saed

Evolution of agricultural credit 
and crop surfaces 1987-2009
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Results
After five annual cycles, 257 loans had been granted 
for a total of FCFA 352,224,680 (€536,963), which rep-
resents an average of FCFA 1,370,524 per transaction 
(€2,089.35).

Comparison chart of applications and awards

Applied for Awarded % Satisfaction

Number 547 257 47%

Amount FCFA 1,067,347,515 FCFA 352,224,680 33%

Average FCFA 1,951,958 FCFA 1,370,524 70%

As the availability of this pilot project’s funds was lim-
ited, the overall demand for loans could not be met, 
neither in terms of number of applications, nor the total 
or the average amounts applied for.

At the end of the first quarter of 2013, reimbursement 
rates by the MECs to FAIR was not very satisfactory, with 
arrears of 29%. Looking more closely at the situation, 
however, revealed that late payments by FFs to the MEC 
were much lower, at 15%. Significant recovery efforts 
are under way to address this situation.

The scheme’s beneficiaries
Of the 257 projects that were funded, 223 were family 
projects, including 165 (64.3%) on FF led by men and 58 
(22.5%) led by women. 

34 projects (13.2%) initiated by mixed groups were also 
supported: 30 female and 17 male groups.

Gender Number  % Amounts 
(FCFA)

 % Average 
amount (FCFA)

Women 58 22.5% 69,549,415 19.7% 1,199,128

Men 165 64.3% 194,210,625 55.1% 1,177,034

Groupes mixtes 34 13.2% 88,464,640 25.2% 2,601,901

Total 257 100% 352,224,680 100% 1,370,524

Funded activities 
A range of activities were supported, in keeping 
with FONGS’ vision for family farms. Agricultural 
activities accounted for 79% of projects and non-
agricultural activities for 21%. 

FAIR management principles
Without a doubt, what sets FAIR apart is its demand-
driven approach rather than one based on a pre-defined 
product offering. In addition, FAIR involves and empow-
ers stakeholders and operates according to principles of 
transparency and fairness (each loan cycle has been the 
subject of a widely publicised call for proposals amongst 
the FONGS farmer network). And last but not least, there 
is demand for FAIR to continue operating and be given 
an institutional footing.

If FAIR is a FONGS ‘project’ (in fact, it’s a line of credit), 
it is channelled through credit houses (MEC), which are 
approved as local microfinance institutions under sub-
regional microfinance law. 11 microfinance institutions 
have participated in the experiment so far. This is why 
FAIR has also played a parallel capacity building role at 
MECs, training officials and technical staff, and prepar-
ing financial statements.

The process of granting loans
FAIR involves a variety of actors; as a result, the grant-
ing process includes various stages that may seem 
relatively laborious and complex: 

 A call for proposals is widely distributed amongst 
FONGS member associations and their associated credit 
houses (MEC);

 Family farms develop their ‘projects’ with the support 
of facilitators from their associations;

 The MEC concerned analyses the requests according 
to its own credit policies and procedures;

 Then, if the assessment is positive, further considera-
tion is given both in terms of the FF’s agro-ecological 
zone (evaluation based on the constraints and oppor-
tunities in the area) and at the national level (technical 
feasibility and profitability of the ‘project’).

 Before finalising the contract, a final site visit is made 
of the FF. A double contract is conclude, between the MEC 
and FONGS and between the MEC and the FF. The farmer 
organization that the head of the farm household is a 
member of is the moral guarantor of the transaction.

The lending process
Under FAIR, eligible activities can be either agricultural 
or non-agricultural but in all cases loans must be taken 
out for the purpose of investing.

The FAIR fund lends to MECs at a rate of 4% per year and 
the MECs grant credit to family farms at a maximum rate 
of 12% per year. 

The loan term varies from one year (minimum) to 5 years. 
The duration of the loan and the repayment schedule is 
drawn up on a case-by-case basis and agreed amongst 
the beneficiaries, the MEC and FAIR. 
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Different sectors made up the mix, with specifics  
depending on the agro-ecological zones concerned 

Dakar
Bassin arachidier

Casamance

   

     

  Vallée du Fleuve 

Sénégal oriental

Woodland and pastures
Niayes

 Livestock rearing (sheep, cattle, pigs and poultry)   
in the Bassin Arachidier, where 5 of the 11 credit house 
beneficiaries are located, and in the Vallée du Fleuve, 
accounted for 47% of the FAIR portfolio.

 Agriculture, which includes post-harvest activities 
(rice threshing) and market gardening, the flagship 
activity in Niayes, is one that typically requires costly 
investments, such as irrigation schemes and other post-
harvest machinery. It occupies second place at 27% of 
FAIR’s portfolio.

  Aminata Ly, Podor region.
Before FAIR existed, Aminata mainly cultivated rice and 
onions on a first field and watermelons and okra on a 
second field. For his part, her husband handled livestock 
fattening and rearing. Aminata complemented the fami-
ly’s agriculture income making handicrafts (on weekends) 
and with a part-time job at the hospital. Aminata de-
cided to further diversify her activities by purchasing a 
rice thresher on credit. She took out a loan through FAIR 
of FCFA 4,550,000 for a period of four years. This activity 
quickly came to generate more than 50% of the family’s 
income while creating two jobs. However, things were 
difficult in the beginning: the machine arrived too late, 
at the end of the threshing season, so the first year was 
difficult, and in addition, initially, many parts had to be 
replaced. Aminata was able to manage the challenges 
that arose and proved to be a talented entrepreneur who 
helped her family achieve greater security in life. 

 The introduction of new job categories in the 
traditional trades sector is of growing importance, ac-
counting for 14% of the portfolio. Activities are varied, 
ranging from masonry to restoration. However, some of 
these activities, such as processing, tend to increase 
the value of agricultural production (millet mill, palm 
nut crusher, peanut crusher, oil press, ..)

 Commerce, due to its short cycle, is an activity fa-
voured by women and helps to diversify sources of 
income. It represents 6% of the portfolio. The allocated 
funds are used either as security and/or for construction 
(building a village shop).

A first assessment  
of the programme’s  
socio-economic effects 

Effects vary: 

The benefits for family farms
 Improved incomes, notably through value added 

production: credit terms available to family farms are 
conducive to the creation of wealth, due both to an in-
terest rate limited to a maximum 12% and a repayment 
schedule suited to the activity being funded. They are 
repayable over 1 to 5 years and take into account the 
activities’ cycles. Thus, FF have the opportunity to see 
their activities to completion without having to sell 
their production ahead of time to cope with a fixed 
early repayments schedule. At the same time, family 
farms can potentially initiate sub-activities derived 
from their main one (for example, peanut crushing has 
enabled some beneficiaries to use residues for sheep 
rearing as well).

 Adding value and securing market garden areas and 
control over water resources: thanks to FAIR, agricul-
tural facilities and investments were made, which have 
essentially added value to and secured market garden-
ing plots against a backdrop of intense and ongoing land 
seizures in Niayes.

 ebuilding livestock: considered a suitable means of 
investment and savings in the Fouta, FAIR has allowed 
some family farms to rebuild their livestock. Beyond the 
agro-economic impact, restocking has raised the profile 
of some farm managers and restored their social status. 
In fact, traditionally, Fulani social status derives from 
the size of one’s herd.
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 Improved working conditions: investment loans have 
contributed to the development of agricultural produc-
tion but also to improving working conditions on family 
farms. Indeed, funding for hydro-agricultural invest-
ment and equipment (tools, machinery, livestock, and 
so on) has significantly reduced the length and difficul-
ty of work, but has also protected the health of family 
farms.

 Diversifying activities and sources of income: di-
versifying funded activities helped to develop IGAs 
(income generating activities) that are not production 
or processing related activities, which can be performed 
throughout the year. This diversification means varied 
sources of income for family farms, which 
supplement income from agricultural ac-
tivities. 

 Regenerating and fertilising soil: 
choosing livestock rearing as an activity 
in the area of the Bassin Arachidier is not 
coincidental. Known as an excellent farm-
ing area, agricultural yields have fallen 
sharply, however, in recent years, due to 
soil depletion in connection with mono-
culture practices. With FAIR, livestock 
rearing activities have allowed soils to 
recover in an environmentally sound man-
ner, through the use of organic fertilizers.

 Introducing new technologies: there 
is an opportunity for farmers to adopt 
new agro-silvo-pastoral technologies. Thus, artificial 
insemination was performed for the first time in Tatt-
aguine and the practice continues to spread in the area. 
This technique has allowed some farmers to improve 
the quality of their cattle and cover a good part of their 
food needs through increased milk production.

 Creating a village learning centre: in Casamance, 
where insecurity reigns and where it is difficult to move 
around, FAIR installed a woodwork shop, which serves as 
a learning centre for young villagers. In addition to its 
economic value, allowing beneficiaries to diversify and 
increase their income, the unit allows some students to 
learn a trade without leaving their village.

The benefits accrued by 11 credit houses  
for whom FAIR acted as financial intermediary
Within the credit houses, FAIR has helped raise profes-
sional standards. The first stage of preparation involved 
improving the financial situation at the credit houses, 
reinvigorating the elected bodies, the systematic prep-

aration of financial statements and 
training technical staff.

 Increased membership: creating 
a specifically tailored line of credit 
raised expectations and as a result 
membership numbers rose between 
2006 and 2012. As a consequence, 
shares and savings also increased in 
value and contributed to enhanced 
resources at the credit house.

 A means of achieving a network 
of FONGS-tied Microfinance Institu-
tions (MFIs): FAIR’s line of credit has 
reinforced the need to operate as a 
network. Indeed, the strategy that 
was developed, which favoured a har-

monization of methods, practices and experience sharing, 
further strengthened the commitment of the credit hous-
es concerned to creating a network. At the beginning of 
2013, this process had not yet been completed, a first 
submission regarding the network having been rejected by 
the supervisory authority.

FAIR  
has helped raise 

professional  
standards

xx 

Year Podor Ugpn Pékesse Mécké Ttattaguine Mecfal Malicounda Arat Coped Total Change Period

2005 943 477 150 481 227 657 221 293 140 3,589 Before FAIR

2006 1,035 503 328 516 570 679 248 843 150 4,872 36%

With FAIR

2007 1,063 582 356 537 700 710 272 1,907 186 6,313 30%

2008 1,097 619 384 567 972 735 286 2,321 221 7,202 14%

2009 1,188 674 412 595 1,208 761 289 2,582 259 7,968 11%

2010 1,327 735 439 623 1,445 788 371 2,771 362 8,861 11%

2011 1,410 772 620 651 1,681 814 372 3,022 362 9,704 10%

1012 1,454 816 801 679 1,918 841 427 3,232 431 10,599 9%
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The benefits of FAIR for the FONGS federation 
and its associations 
The existence of a framework for exchanges over the 
course of the programme enabled the various recipi-
ents to meet and share their experiences. Family farms 
gained a greater awareness of their productive poten-
tial and improved their ability to negotiate with traders. 
FAIR has strengthened a sense of society within FONGS. 

FAIR was designed as a pilot programme in order to 
better understand the financial needs of FF. Over the 
different FAIR cycles, the investment needs of FF were 
identified, and farmer leaders improved their knowledge 
of the specific funding requirements in different agro-
ecological zones. 

Conclusions

strengths - weaknesses - opportunities. 

The FAIR experiment highlighted a number of strengths: 

 A solid platform of associations: the FONGS network 
and that of its associations was a factor in FAIR’s suc-
cess. Indeed, they performed a support role, acted as 
a distribution channel, the associations’ leaders super-
vised policy and staff monitored on the ground.

 Recognised knowledge of farmers’ situations: the 
availability of a database on the opportunities and con-
straints in the different agro-ecological zones proved to 
be a very important advantage in analysing loan appli-
cations.

 Proximity to borrowers meant the socio-economic 
environment was a known factor and the risks of the 
proposed activities could be better evaluated.

 A demand tailored approach: unlike a product-based 
approach, FAIR is built based on the needs of FF.

 Learning the lessons of past failures: FAIR is particu-
lar about sticking to schedules and crop production 
cycles, avoiding delays in loan disbursements. However, 
despite the best intentions, the procedural burden at 
times engendered delays.

 Overcoming the hurdle of guarantees: the absence of 
real collateral, notably land, has often been an obsta-
cle to developing agricultural credit. FAIR attempted to 
circumvent this problem by promoting a joint guarantee 
backed by FONGS member associations. 

However, some weaknesses have also been noted in var-
ious areas. Among these are:

 Lack of training: lack of training of credit commit-
tees, in project analysis and risk management, and of 
beneficiaries, in managing and monitoring projects, 
slowed FAIR’s momentum, affecting the quality of filings 
and the regularity of monitoring.

 Cumbersome procedures: as mentioned previously, 
the approval and licensing process involved many par-
ties. Even though stakeholders taking ownership and 
being accountable was an important criterion, the sys-
tem was at times so weighed down that some loans were 
not disbursed in a timely manner (see the testimony of 
the rice thresher).

 Lack of resources: the pilot project was unable to meet 
demand. In addition, thought must be given to finding 
more substantial resources without necessarily making 
use of international development funding; in theory, it 
should be possible to find long-term resources once the 
pilot project has shown acceptable recovery rates. 

 

What next? For the last two years, FONGS has focused 
on supporting the networking efforts of the credit 
houses and this remains their priority in 2013-2014. In 
the short-term, this means grouping together a limited 
number of credit houses that are solid enough to obtain 
a license from the ministry, and over the medium-term, 
it means developing an expansion strategy that takes in 
weaker credit houses, monitoring and supporting them 
as needed.

FONGS also aims to participate actively in the drawing 
up the new sector policy letter envisaged for 2013-2014, 
and to increase collaboration with management at the 
microfinance institutions to better understand the spe-
cificities of rural microfinance.

Finally, FONGS retains a seat on the board of CNCAS and 
intends to strengthen the technical and financial part-
nership between it and the future network. This should 
translate into better penetration of rural areas by CN-
CAS, and better access to finance for farmers.



This edition of “Zoom microfinance” was written by Marc Mees (SOS FAIM) based on 
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access to tailored sustainable funding for their members?”
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