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Foreword

The price hike on international food markets in 2007-2008 was a turning point in world agriculture.
Despite the surge in food prices, the expected supply response for most smallholder farmers, particularly
in Africa, did not occur. The crisis triggered a broad consensus calling for substantial investments in
agricultural and rural development to reduce both food insecurity and poverty affecting chiefly rural
areas. The price hike also confirmed the urgent necessity of making markets work for and inclusive of
smallholder farmers.

In West Africa, this episode triggered a stronger commitment to a food security policy geared toward
improving the performance of the agricultural sector. There were renewed commitments to create the
enabling environment for greater investment in staple food commodities, long neglected in favor of a
few export commodities. The episode also gave a new impetus to the CAADP (Comprehensive Africa
Agriculture Development Programme) process which shaped the national agricultural development
strategies and the related investment programmes.

The present book focusing on West Africa embodies a thorough analysis of past and present policies
pertaining to food value chains without overlooking export commodities. It examines detailed value
chain case studies conducted in several countries, covering both staple food commodities (rice, maize,
sorghum, millet and cassava) and export crops (cocoa, cotton, oil palm, mangoes and horticultural
products). It reviews public and private initiatives and includes thematic analyses on not only the private
sector but also farmers’ organizations seen as market agents.

This book aims to contribute to filling an existing gap in the literature on food value chains in West
Africa. It identifies good practices in value chain development and provides policy guidance to
agricultural and rural development stakeholders. It is intended to be a sourcebook for decision makers,
especially at a time when many countries in the region have embarked on implementing their national
agricultural strategies derived from the CAADP process.

The book recommends several priority areas for action. Key among these are: (a) Policy support to
agriculture to achieve food security and poverty reduction must place greater emphasis on staple food
crops and build stronger market incentives for smallholders’ inclusiveness, with particular focus on
women’s access to inputs, credit, better organization and market/business capabilities; (b) Investment
strategies aligned with CAADP must ensure greater policy coordination between public and private actors
and enhance market opportunities, especially through domestic marketing and intra-regional trade; (c)
Policy support should focus on developing market-based input delivery services, enhancing capacity for
producers’ organizations to self-reliably access information, inputs, credit and forge credible business
linkages with other value chain actors.

W T A 2l

David Hallam Ides de Willebois
Director Director
Trade and Markets Division West and Central Africa Division

Food and Agriculture Organization of the United Nations International Food and Agriculture Development
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Editor’s note and acknowledgements

This book addresses the central question of how to rebuild West Africa’s food potential in light of the
heightened concern over food security in the region, especially in the aftermath of the food crisis of
2007-2008. The book has a regional focus, namely the ECOWAS region (15 West African countries)
plus Cameroun and Chad (part of the Central Africa region). Also the book places a particular focus
on staple food value chains even though export commodities are also covered. The primary concern
of the book was to identify and delineate the key features of a new development model suitable for
competitive and smallholder-inclusive staple food value chains.

Several studies reported in this book were carried out by FAO Trade and Markets (EST) Division as part
of the AllFACP Program on Basic Commodities (2008-2011) funded by the European Commission.
Other studies were commissioned by EST as part of the program of work on small holder market
integration. Finally, additional studies were also made possible with funding from IFAD under a small
grant agreement with FAO to co-sponsor workshops on the topic and to produce a consolidated
publication (this book). Under the IFAD grant, two workshops were organized; the first workshop was
held in Rome in November 2011 and focused on the conceptualisation of an appropriate model for
staple food value chains. The second workshop, with a more policy focus was held in Accra, Ghana in
July 2012 to which a large number of stakeholders from West Africa participated.

Evidently, a large number of people have contributed to this book. Aside from the authors, whose
names are listed under each chapter, several consultants from West Africa contributed indirectly as
part of their participation in the All-ACP program through their assistance in organising and facilitating
stakeholder workshops and roundtables. Special acknowledgements go to: Salif Foulani Sissoko,
Ibrahima Coulibaly, and Fatoumatou Diallo Sireballa (Mali); Idrissa Wade, Abdoulaye Fall, and Papa
Dieye (Senegal), Jean-Baptiste Zoma and Ouédraogo Salifou (Burkina Faso), Martin Tseunkeu, Norbert
Monkam and Christine Andela (Cameroun).

Participants to the first FAO-IFAD workshop held in Rome (November 2011) also helped shape the
argument for an appropriate model for staple food value chains, in particular: David Hallam, David
Neven, Siobhan Kelly (FAO), Ides Willebois, Steven Schonberger (IFAD); Michael Morris, John Baffes
(World Bank); Michael Weber (Michigan State University); Ethel del Pozo-Vergnes (IIED), Michel Benoit-
Cattin (CIRAD), Tanguy Bernard (IFPRI), and Jonathan Coulter, UK.

The second FAO-IFAD workshop, held in Accra, Ghana in July 2012, brought together a large number
of Government officials, country CAADP focal points, private industry, producer organisations and
academic. The rich deliberations at that workshop were incorporated into the book in various ways.
This successful workshop benefitted from a close coordination between FAO-HQ, FAO-Ghana office
and the IFAD regional office in Accra under the leadership of Han Ulac Demirag.

Bringing the various studies to fruition and shepherding through the book preparation process required
dedication from a large team of professional and administrative staff at the Trade and Markets Division.
Emily Carroll and Sugi Yoo ably provided the required administrative support during the All-ACP program
phase (2008- 2011). Daniela Piergentili provided support for the organisation of the Rome workshop
(November 2011); Patricia Arquero, Antonia Caggiani (FAO-HQ), and Henrietta Appiah (FAO-Ghana)
provided the superb logistic support to the regional workshop in Accra, Ghana (July 2012); Patricia
Taylor, Nadia Laouini and Rita Ashton (FAO-EST), Francesca DEmidio (FAO-TCSR), and Michelle Calcatelli
(IFAD), ensured a smooth administrative support for the present book. Marwan Benali assisted with
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the organisation of the Rome and Accra workshops, and provided editorial assistance to several draft
chapters.

Since the book was prepared simultaneously in English and French, all chapters had to be translated to
one or the other language. Special thanks go to Brett Shapiro for his high quality English style editing
and to Eric Juillard for translating documents into French and for proof reading the French version of
the book. Additional translations were carried out by Chantal Zanettin, lllia Rosenthal, while Fergus
Mulligan performed a final proof read for the English manuscript. The formatting and design of the
book was ably carried out by Ana Filipa Amaro Costa who demonstrated skill and patience shepherding
through the simultaneous formatting of two large volumes.

The final manuscript was reviewed by David Hallam, Director of FAO Trade and Markets Division, and
individual chapters were cross checked by Suffyan Koroma, Felix Baquedano, Concepcion “Concha”
Calpe, Peter Thoenes, EIMamoun Amrouk, and Jamie Morrison. IFAD staff from the West and Central
Division, under the coordination of Barry Abdoul, also provided feedback on the manuscript and their
input was incorporated into the synthesis chapter.
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Rebuilding West Africa’s Food Potential:

Synthesis and recommendations

Aziz ELBEHRI

Why rebuilding ?

The price hike on international food markets in 2007-2008 was a turning point in world agriculture.
The crisis jolted governments of developing countries and their development partners into renewed
focus on agriculture after a long period of relative neglect. A broad consensus emerged, calling for
increased investments in agriculture and rural development in order to enhance productivity and meet
the heightened challenge of food security. The crisis also heightened awareness of the degree of
vulnerability for the majority of farmers in developing countries, who could not respond with higher
production because the expected supply response to rising prices did not occur.

For West Africa in particular, this episode reinforced the need for a major rethinking of agricultural
development and induced a policy correction towards staple food, which had been long neglected in
favor of a few export commodities. The West African governments also responded to the disruptions
to food trade by redefining food security in terms of self-sufficiency, increased reliance on domestic
supply of staple food crops and lower reliance on imports. In the short run, this gave rise to crisis-
induced interventions to stimulate production (national initiatives on rice, maize or cassava, depending
on the country) and a new impetus to raise productivity in the medium term. The crisis also gave a new
momentum to the CAADP process.

More importantly, the post-crisis environment gave rise to a new modus operandi giving greater
importance to broader agricultural diversification with increased focus on staple food crops. Considered
key to food security, these crops have now received more attention, with attempts to address the huge
productivity gaps. However, too narrow a focus on staple food products alone is neither feasible nor
desirable. The staple food markets would not be sufficient to harness the full agricultural potential in
West Africa, given the diversity of growing conditions and agro-ecological systems. Moreover, achieving
greater food security requires not only improving food availability but also requires greater access to
food which comes through enhanced sources of income that can be facilitated by diversification of
agricultural enterprises. Diversification must also continue to give due importance to cash crops and
exports, which continue to generate substantial revenues despite the relative erosion of global market
shares. Consequently, the new development paradigm embraces diversification that covers both food
staple crops and cash crops.

There is clearly a need to rebuild the West Africa food productive capacity through broad-based
diversified agriculture. Such rebuilding must be based on the triple objectives of enhancing productivity,
fostering market-based competitiveness and ensuring smallholder inclusiveness. In West Africa,
improving productivity requires disseminating yield-enhancing best practices, addressing the serious
soil fertility depletion, addressing land tenure pressures, and raising returns to labour. Improving
productivity also requires managing risks, tackling vulnerabilities, and strengthening resilience of staple
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food production. Competitive agrifood value chains must rely on solid demand, supportive industries,
quality inputs and firm rivalry; agrifood chains also require an enabling legal and policy environment
and coordination among value chain actors.

It is essential to develop inclusive value chains in order to achieve stronger agricultural growth and
improve the livelihoods of the rural poor. Given the myriad constraints facing small-scale farmers,
greater effort must be deployed to ensure that markets are more inclusive of small-scale producers —
including women, who play a significant role in staple food value chains. Women face additional
constraints in accessing resources (land, credit, technology, training, extension) and therefore require
gender-targeted interventions. As an illustration, much of the rice produced in Burkina Faso is parboiled
by women, who play a central role in the potential development of the rice value chain; however,
women face a huge set of constraints (in access to credit, training, organization and capacity), which
prevents them from playing a far more dynamic role in turning rice into a thriving agro-industry.

Clearly, policy support is crucial to induce the required value chain transformation in West Africa.
Equally important is an understanding of the role of the key players essential for such transformation —
the public sector, private agro-industry, the finance sector, and the producers and their organizations.
Understanding the respective roles of each of these players is an essential part of formulating the
required market and institutional reforms and delineating the right policy environment.

N Getting policies right: priorities for the transformation
of the staple food chains in West Africa

The essential players in agrifood value chains can be grouped into four broad categories (or market
agencies): (i) public agencies; (ii) agro-industry (input suppliers, processors); (iii) financial institutions;
and (iv) producers and their organizations. Each of these players plays a critical and well-defined role
within the agrifood system.

The role of the public sector is to provide the catalytic interventions required to create the enabling
environment and the right policy setting. However, the full development of staple food value chains rests
primarily on the private agribusiness players, including those of small- and medium-scale, who contribute to
market creation, innovation and enhancement of quality standards. A dynamic agro-industry also depends
on well-functioning credit institutions that forge commercial partnerships with processors, input suppliers and
producers, contributing to funding as well as financial training and capacity building. Finally, no value chain
can thrive without the producers and their organizations — the necessary market agency that can contribute
to more dynamic and inclusive value chain development.

The public sector supports the food value chain development by setting the overall policy environment
guided by broad strategic objectives — namely, food security, poverty reduction and growth. The public
sector aims to create the enabling environment for business (security, legal frameworks, infrastructure,
research and development), and to support smallholder-inclusive market participation. In the context
of food value chain transformation, the priorities for policy support include the following: (i) fostering
private input markets and providing incentives for their uptake by farmers; (i) supporting dissemination
and transfer of information, including market signals to stimulate exchange and to improve quality and
value; (iii) increasing high-impact investments targeting the development and transfer of technologies,
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promoting private sector participation, reducing investment risks and promoting public-private
partnerships; (iv) equalizing the market opportunities for domestic producers vis-a-vis competing
imports and harmonizing trade policies with domestic support measures; (v) promoting schemes to
encourage greater engagement and developing stronger linkages between producers and buyers; and
(vi) strengthening the capacity of small farmers and their organizations to expand market participation.

2.1 Boosting productivity: promoting private input markets and creating
the correct incentives for input uptake

Among the key drivers for enhancing productivity of staple food crops are policy incentives and measures
that foster higher input use by farmers. The focus must be placed on encouraging private initiatives
and market-based schemes, while public agencies can play an important direct role in seed research
and development, as well as catalyzing privately-led commercial seed production and distribution. At
the initial stages of input market development, the public sector can also lower the cost of inputs to
producers by subsidizing private bulk purchases and providing tax incentives for private input networks
and dealers. Another critical public role is to enforce the quality controls on fertilizers and seeds.

On the other hand, direct fertilizer or seed subsidies by the government to farmers have rarely worked; they
are unsustainable and subject to leakages (including smuggling across borders) and have very low impact
apart from a temporary boost to production. Far more seriously, direct input subsidies tend to discourage
the emergence of viable and private provision of inputs to producers. Fertilizer subsidy programmes, often
used by governments, have rarely been successful. For example, Nigeria tried a fertilizer input subsidy, only
to abandon it as unworkable, leaky and inefficient. Instead, Nigeria turned to indirect support for input
uptake by facilitating access to credit. There are, however, noteworthy experiences with targeted subsidies
taking place in East Africa (Rwanda, Malawi) that could be replicated in West Africa.

Providing credit to increase input use has many advantages, not least of which is the flexibility it
offers producers in choosing the optimal fertilizer management for their situation, depending on the
production system as well as the state of soil fertility. In Benin, the Projet de Gestion Intégrée de la
Production et des Déprédateurs (GIPD) offers a successful case of an integrated fertilizer programme
which combines organic and mineral fertilizer techniques to deal with depleted soil fertility resulting
from previous excessive fertilizer applications.

Increasing the use of inputs is only the first step to enhancing productivity. The latter also requires facilitating
improved access to appropriate technologies and equipment by small scale farmers and small and medium
enterprises. This in turn requires various interventions and supportive measures that include subsidized
credit and investments for targeted productive assets and solving the land tenure constraints which block
investment opportunities for small scale producers, including women, and reduce access to credit. Better
access to input, equipment and technologies combined with technical and managerial training (through
training centers, farmer field schools) all combine to improved returns to labor. These measures must be
integrated with value chain or sectoral development strategies.

2.2 Resolving the perennial credit problem for small-scale farming: innovative
solutions for staple food value chains

Access to finance by small-scale producers and value chain operators is the foundation of a well-functioning
value chain and ensures steady agricultural development. For the majority of small scale producers, access
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to credit for staple food production is either unavailable or comes at prohibitive interest rates. Unlocking
credit and finance constraints remains a huge challenge for agrifood chain development. At the Making
Finance Work for Africa (MFW4A) Conference, held in Kampala Uganda in 2011, a declaration of
principles was made on enhancing financial capability in Africa. The Kampala principles provide some
useful guidelines in the search for solutions. Some of the relevant principles seek to: (i) ensure legislation to
remove barriers to financing agriculture operations such as warehouse receipts and contract farming, and
support the emergence of viable local rural financial institutions; (ii) develop financial markets to support
the enhanced capacity of financial institutions to lend and meet the market demand; (jii) strengthen farmer
organizations so that the production end of agricultural value chains becomes an effective influence on
agricultural finance policy-making; (iv) improve financial literacy and farmer business education, inclusive
of both men and women, as well as youth; and (v) ensure a sustainable flow of information on markets,
output prices, cost of inputs, and cost and conditions of finance and credit.

Innovative solutions are required for staple food crops and can involve the public sector or public-private
partnerships. Some finance models that have been applied with some success to cash or export crops could
also be tried with staple crops. Among these are: (i) the social lender model (which focuses on lending directly
to producer organizations and small-scale businesses); (i) direct financing of outgrower schemes where
producer-buyer relations already exist; and (iii) finance schemes that involve two or three partners, including
a finance institution and producer organization, with a government agency (sometimes with donor financial
support) often supplying a guaranteed fund to back up the programme.

One example is Ghana'’s National Rural Growth Programme (NRGP), which has test- piloted a new credit
system as part of the value chain development targeting industrial crops, exported fruits and vegetables,
crops grown especially by women, and livestock. Under the programme, farmer groups, including those
participating in outgrower schemes, can register as a company known as a Special Purpose Vehicle (or SPV).
The SPV has access to commercial bank finance and can provide farmers (or outgrowers) with input credit
(fertilizers, herbicides, etc.), machinery and other mechanical services, as well as training in group cohesion
and coordination. The programme appears to be working, with a steady increase of participants — over 2 500
Ghanaian farmers (as of July 2012) benefit from the credit system — and with high repayment rates (91-98%).

Nigeria offers a different model to facilitate access to credit for value chains. Under the incentives-based
Shared System, the government of Nigeria, through the central bank, provides incentives to commercial
banks to lend to private agribusinesses by reducing their investment risks in the agricultural sector.
As a result, many commercial banks in Nigeria have expanded their lending and investment activities,
focusing particularly on seed production where they have been actively seeking potential partners to
expand seed production and distribution.

Another promising approach to facilitate access to credit for producers in staple food value chains is the
inventory credit or warrantage system. Under this system, producers stock specific quantities of surplus
production (usually cereals or other easily storable crops) in a reliable warehouse, jointly managed with
a financial institution. The stored crop is used as collateral in order to access credit. Once the credit is
reimbursed, the producer can retrieve the production and sell it when market prices are at their seasonal peak.
The warrantage system, first introduced by FAO in Niger, has since spread to several countries of the region
and is being taken up by a growing number of cereal-based producer organizations. Under the European
Union-funded project, All-ACP Programme for Basic Commodities in the African-Caribbean and Pacific (ACP)
countries, FAO examined several producer organizations in West Africa and concluded that, while warrantage
is a powerful institutional innovation for credit access, its success depends on a number of critical conditions
being met, such as: (i) the presence of a local financial partner; (ii) a functioning producer organization with
sufficient internal coordination capacity and sufficient storage capacity; (iii) a storable commodity subject to
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predictable cyclical prices (high and lows within a season); and (iv) ability of the producer organization to fulfil
contract obligations vis-a-vis the financial partner.

2.3 Enabling policies to foster inclusive agribusiness and the catalytic role
of public-private partnerships

The vast majority of staple food products (cereals, roots and tubers, livestock, horticulture) serve
domestic, informal markets in developing countries. Despite the expansion of supermarkets, most small
farmers (60-80%) continue to market their goods through traditional informal channels and street
markets.

There is a strong business case for agri-processors to source directly from small farmers, as the former
can benefit from known efficiency and comparative advantage of the smallholder farmers and reliability
of secured supplies. The answer depends on the levels of risk and how they are addressed. Among the
risks faced by agribusiness are difficulties getting smallholders to comply with standard requirements
and to fulfill commitments, as well as problems with communication and coordination. Farmers
dealing directly with agribusiness typically require a higher level of negotiating capacity and better
internal coordination to meet contractual obligations than they generally have; these depend on better
organization and a higher degree of market and business capacity.

The transition of small-scale farmers from subsistence to commercial agriculture depends on finding ways for
smallholders to move up the commercial and market integration ladder and, inversely, on opportunities for
agribusiness to source more of their raw agricultural products from small-scale producers.

A particular form of supply relationship between agro-industry and small-scale producers is the
outgrower scheme — a supply contractual arrangement through which private industry provides services
to small farmers in the form of extension, training and inputs, in return for a supply of raw agricultural
products at set prices. The outgrower scheme, found predominantly within the export-oriented value
chains, is favoured by governments and development partners as a means to encourage more small-
scale producers to participate in value chains. However, in practice, the outgrower scheme doesn’t
always work well and can result in frequent side-selling by farmers or contract-breaking on the part
of the producers. This is the case for the oil palm industry in Ghana, where side-selling by farmers is
rationalized as a consequence of oil palm mills raising input prices and lowering the prices offered
for fresh fruit bunches without consultation or coordination with supplying farmers. The farmers
often respond by selling on the open market instead, where prices are higher. This case illustrates the
importance of close coordination in price negotiations between agribusiness and supplying farmers,
which implies relationships that build trust and seek win-win outcomes on prices, quality and supply
for both sides. Other conditions for success include merit-based selection of participating farmers
and an emphasis on farmer training. The same requirement for close coordination and transparent
negotiations also applies to commercial agreements between outgrower farmers and input suppliers.

Successful cases of good working linkages between agribusiness and small-scale producers also exist.
Senegal offers a good example involving a dairy agriprocessor and milk suppliers from Richard Toll,
east of Dakar. In this case, a privately-led initiative (Laiterie du Berger) was established to produce dairy
products using milk sourced from local farms. The dairy processing unit collects, processes and sells milk
in the Dakar market and offers its milk suppliers services to improve quality, as well as yield-enhancing
techniques. Additionally, an NGO is involved in providing training to participating dairy farmers, focusing
on capacity building not provided by the agriprocessor. However, the successful experience in this case
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is linked to the localized nature of a captive dairy market with only one operating agriprocessor within
the region. These conditions strongly favour a closer business relationship featuring coordination and
collaboration.

Public-private partnerships for value chain development

Both the public and private sectors are essential players in the rebuilding of the region’s food potential,
but with different roles and objectives. Public-private partnerships can be an effective instrument for
creating the synergies required to achieve competitive and inclusive value chains. There are a number
of best practices to illustrate how these can work in staple food value chains. One example is from
the rice value chain in Senegal, where the government, concerned about improving local rice supply,
has supported the creation of a privately-led consortium to process and distribute local rice to urban
markets through a network of rice importers. The consortium is composed of 13 import marketers and
6 producer organizations, plus processors. Within a short period, the company managed to improve the
rice quality offered into the market; it was also working on building up rice collection and processing
capacity, which requires heavy investments in processing machinery.

A second example is from Ghana, which started the Outgrower and Value Chain Fund (OVCF). Through
this programme, the government aims to improve access to medium-term and long-term financing for
productive investment by small-scale farmers participating in outgrower schemes. The OVCF facility
brought together farmers, technical operators (processors, exporters or aggregators) and banks. Several
factors have contributed to the success of the OVCF programme, including: (i) a tripartite contract
arrangement (between farmers, technical operators and banks); (ii) provision of quality technical and
financial services and access to information; and (iii) transparent pricing and knowledge of financing for
value chain links by participating banks. A noteworthy feature of the programme is the enforcement of
merit-based eligibility criteria for each of the three main categories of stakeholders.

Another successful case of a public-private partnership, also from Ghana, is the government-supported,
privately-led Root and Tuber Improvement and Marketing Programme (RTIMP). The programme offers
services to cassava producers and processors to enhance post-production stages. The RTIMP works
with cassava producer groups and focuses on productivity-enhancing activities, such as multiplying
and distributing improved planting material and supporting good practice centres, exposure visits and
financial analysis of chain activities. The programme also supervises a network of small plots in which
participating farmers grow improved varieties, as well as good practice centres to process cassava using
standardized equipment. A noteworthy feature of the programme is that farmers are required to pay
for all training services they receive. Another crucial criterion is pre-screening for producer groups to
ascertain readiness before enrolment. To ensure sustainability of the programme, a business advisory
committee focuses on self-financing options as part of an exit strategy when the government/donor
funding support ends.

2.4 Examining the critical role of intra-regional trade in rebuilding West Africa
food potential

Enhancing access to markets, whether local, regional, or international, is the basis for sustainable
food value chain transformation in West Africa. Yet there is strong evidence that this region as a
whole continues to undertrade, compared with its potential, with intraregional trade being particularly
weak. Locally grown maize, for example, only accounted for three percent of Economic Community



Synthesis and recommendations XXX

of West African States (ECOWAS) imports from 2005-2009, too small a share even if doubled or
tripled by informal trade. Likewise, sorghum and millet — other important staples in the region — could
be intraregionally traded much more than is currently the case, since food agriprocessors (breweries,
feedstock manufacturers and others) find it much easier to import sorghum or millet from outside the
region than to source locally.

While informal cross-border trade does take place, and covers a range of food products (palm oil,
maize, sorghum, cowpea, onions, live animals), it still constitutes relatively small quantities, which cross
borders largely through a network of personalized business relations. The transaction costs of the cross-
border flows are very high, as indicated in part by the large price differentials (often double or more)
between production centres and urban consumption markets. These high transaction costs are largely
due to lagging transport and communication infrastructures, fragmented regional markets and lack of
predictable trade policies. In addition, the trading network is weak as there are very few large-scale
commodity brokers (which are common in Southern Africa) who can perform the function of market
regulators on a larger scale and have the flexibility to switch from one trade corridor to another and to
take advantage of new business opportunities.

The real challenge for West Africa is learning how to unlock the intraregional trade potential and
expand staple food markets as part of the broader strategy to rebuild West Africa food potential. This is
a tall order, as it requires overcoming a number of constraints — institutional, regulatory, infrastructural
and technological. Moreover, it requires a regional approach and the need to align and harmonize
policy across the countries of the region. The institutional setting is provided by ECOWAS and the West
African Economic and Monetary Union (UEMOA), the two regional organizations mandated to work
towards closer economic integration; moreover, the strategy framework exists and is provided by the
CAADP process and its associated regional agricultural strategy — namely Regional Agricultural Policy
for West Africa’s ECOWAS (ECOWAP) and for UEMOA' (Agricultural Policy of the Union). In theory,
trade facilitation and market development figure prominently under the CAADP (especially Pillar II).
Yet in practice, there are many hurdles that stand in the way of achieving greater integration through
the free movement of people, goods and services, as well as the weak implementation of other policy
instruments such as the common external tariff (CET) and the ECOWAS Trade Liberalization Scheme
(ETLS).

Innovative strategies and approaches are required to overcome the hurdles facing trade facilitation
and to resolve the conflicting goals among countries that seek greater economic integration while
enacting divergent trade policies. Those policies are often reversible and based on narrow short-term
goals; hence, they are not conducive to a favourable investment climate. Improving intraregional trade
in staple foods requires, among other things, greater effort at raising awareness of the true economic
costs of intraregional trade barriers. This requires better and more systematic quantifying of the
economic and business costs of existing trade restrictions, and using these findings to communicate to
the policy-makers about the importance of food security from the regional perspective and about the
role trade can play in the process. Some initiatives have begun to quantify the trade costs. For example,
ECOWAS-commissioned studies and supported by the USAID Agribusiness and Trade Promotion (ATP)
project offer useful first estimates of the economic costs arising from delays along major West African
trade routes and show how they add to transaction costs, making the traded products uncompetitive.
Beyond political commitment, there is also a need for greater interagency coordination within countries,
especially between relevant ministries (agriculture, trade, health) and internal and transborder security
agencies (police, customs, etc.).

T West African Economic and Monetary Union, grouping together 8 countries: Benin, Burkina Faso, Ivory Coast,
Guinea-Bissau, Mali, Niger, Senegal and Togo.
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Overall, to improve trade conditions within the region, a number of measures and initiatives need serious

consideration. Among these are the following:

(i) promote awareness of and adherence to trade rules, especially at the level of border officials, police
officers and other control agents, who are often unaware of the correct existing regulations;

(i) push for stronger commitment to free trade by ensuring that national trade-related measures or policies
(such as seasonal bans on exports) do not conflict with regional trade openness and commitments under
the ETLS and the common external tariff (CET);

(iii) adopt harmonized rules and regulations (e.g. sanitary and phytosanitary standards, quality standards);

(iv) initiate measures to reduce transportation costs, which remain too high because of poor truck and road
conditions and excessive regulation; and

(v) combat corruption at checkpoints and other points of trade control.

2.5 Considering the essential role of producer organizations as a market agency
in the food value chain transformation

Smallholder relations to market can be broadly divided between subsistence (30-50%), occasional
marketing (20 to 30%), regularly selling to markets (3 to 15%) and purely commercial (less than 2%,).
The majority of small-scale farmers are not “organized” and when they do organize, they choose
groups and structures, traditional or formal, which respond to their various needs, whether economic,
social or even political. As farmers make the transition from subsistence farming to commercialization,
the market becomes an important driver and farmers often find it necessary to aggregate in groups
or organizations that can help reduce transaction costs, improve access to credit and productive assets
and develop the required capacity to negotiate economic or commercial arrangements with partners
(input suppliers, service providers, agriprocessors).

As stated above, producer organizations are one of the four central market agencies required for
the transformation of staple food value chains (the three others being the public sector, agribusiness
and finance). In almost all initiatives, schemes and programmes that require participation of farmers,
producer organizations become the preferred vehicle to reach farmers and implement interventions.
In much of West Africa, a large number of producer organizations and federations formed during the
1990’ following the structural adjustments, the liberalization and privatization push, and the reduced
role of the state in agricultural support. The national federations (like CNOP-Mali, CNOP-Guinée) played
a role in representing farmers interest in policy processes. At the regional level, ROPPA (Network of
farmers and agricultural producers’ organizations of West Africa) emerged to play an advocacy role on
behalf of farmers at the regional level and contributed to the elaboration of the regional agricultural
policy ECOWAP.

Still, as a market agency, most producer organizations remain weak with limited capacity to deliver
economic services to its members. The few notable exceptions (Federation Paysanne de Fouta Djallon
in Guinea, Faso Jigi in Mali, UGCPA in Burina Faso) have all benefited from lengthy donor assistance
that helped them improve their market performance and reach some degree of self-reliance. But
the majority of producer organizations with economic or market objectives exhibit weak capacity
to effectively engage the market both due to internal factors (weakly inclusive governance, limited
technical and managerial capacity, weak group cohesion) as well as external constraints (lack of support
from public institutions, weak/difficult business opportunities with input suppliers, difficult relations
with finance/credit institutions, or weak negotiating power with agri-business partners).

These characteristics of the majority market-oriented POs are rooted in how these producer
organizations are formed, by whom, and for what. Typically, producer organizations that are initiated
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by governments to provide single purpose tasks tend to perform poorly when viewed as market agents.
For example, in Senegal, cooperatives established by the government have only been weakly effective,
as members restrict their participation to selling just enough to recoup their debts. A similar problem is
observed in Nigeria, where farmer groups formed by the government remain weak because they only
serve as conduits for delivering government services to farmers without expanding their capacity to
become autonomous self-run institutions that can leverage existing market opportunities. In Liberia, the
government and donors pushed for the formation of farmer cooperatives, but they met with limited
success, as the groups sought only the acquisition of freely-provided assets and resources, creating a
minimal level of cooperation. Single-purpose groups formed by agribusiness do not necessarily fare
any better and may also remain fragile if their sole purpose is to facilitate the delivery of products to
the agro-industry, without the accompanying measures that enable these producer groups to enhance
their internal capacity to bargain effectively in the marketplace and develop viable commercial relations.

Building producer organizations that are self-run, autonomous and capable of operating independently
in the marketplace requires a number of essential conditions. The first is the existence of a business or
market opportunity (or opportunities) around which the producer organization can focus its strategy,
interventions and organization. Next is the requirement for good internal governance and coordination,
as a foundation for effective decision-making and cooperation leading to high performance. Third
is the requirement that the producer organizations have members with homogeneous goals and
expectations to avoid conflicts, gridlock and lack of collective action.

These are the essential minimal requirements that must be met to ensure that the producer
organization can become an effective market agency. Beyond these requirements, the producer
organization should aim, with time and experience, to build its capacity and credibility, first between
leaders and members, and then between the organization and its technical partners (agro-industry,
finance, etc.). How fast a producer organization can achieve full capacity depends very much on the
enabling environment, both economic and institutional. The existence of dedicated public agencies
tasked to provide strategic support to POs is an important institutional pre-requisite. Also, vis a vis
private sector partners, the existence of alternative options for farmers to access inputs and to sell
their products can strengthen their ability to negotiate with a particular technical partner on behalf
of members and hence raise the odds for win-win outcomes for both sides.

One important requirement is that support to producer organizations must include cost-sharing by
the farmers receiving the services. Not only this will strengthen the needs-based training, it will also
encourage merit-based membership. Donor-funded projects, in particular, need to insist on cost sharing
with beneficiary farmers and avoid providing free services that send the wrong signal to farmers and
cannot be sustained beyond the project’s short life span.

While there is a general consensus that market-oriented producer organizations need
strengthening, there are few proven methods to apply for this purpose. One approach is to
review successful experiences and draw the proper lessons from. Examples of noteworthy
experiences are the Confédération Nationale des Organisations Paysannes de la Guinée
(CNOP-G), Senegal's FONGS (Federation des organizations non-gouvernmentales du Sénégal)
and Burkina Faso’s UGCPA. One can also apply the “inclusive business model” principles to
diagnose constraints and propose solutions to improve the producer-buyer linkages. This method
has focused on cooperatives specializing in niche and high-value marketable or exportable
products. The approach can be effective in cases where an untapped value addition opportunity
exists. However, the application of business principles in the case of producer organizations or
cooperatives remains narrow, focusing on a single segment within a value chain taken in isolation
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from broader requirements of governance, coordination and capacity to address a range of
market issues faced by producers.

An alternative approach, developed by FAO, is the GAIN (Governance, Autonomy, Integration, Needs-
based) methodology, which performs a complete diagnosis of a producer organization with the aim
to initiate endogenous change processes that progressively transform the producer organization into
a self-reliant, economically autonomous market agent. The GAIN methodology applies a participatory,
iterative framework to tackle the market opportunities and the issues of internal governance and
coordination and to examine potential partnerships with external economic and institutional partners.
The methodology generates a road map for corrective measures to build capacity and targeted training
needed to meet the identified new market opportunities, as well as the institutional and governance
structure for the producer organization. The GAIN approach was successfully applied in two West
African countries - Burkina Faso and Mali - plus Cameroon from Central Africa - as part of the All-ACP
Programme for Basic Commodities in ACP countries

Some West African governments have begun to initiate programmes specifically designed to
strengthen producer organizations, as part of their CAADP-linked support to value chain development.
For example, Ghana has established a desk for farmer business organizations to build their capacity,
as well as a directorate for Women in Agriculture to ensure that investment initiatives are gender-
neutral. Ghana's Market-Oriented Agricultural Programme (MOAP) targets POs and is test-piloting
an approach that aims to bring POs into a progressive multi-stage development process, leading to
the business-ready stage. This is done through a set of incentives for the producer organizations and
training programmes for members that are tailored for different stages of business readiness. However,
the programme is still in the pilot stage and would need to be successfully integrated into a reformed
extension service.

¥ Commodity-specific priorities for a transformation of food
value chains in West Africa

3.1 Export commodities

Traditional exported crops (cotton, coffee, cocoa) — Completing the transition
from state-controlled to state-supported, privately-led value chain development model

Export-oriented value chains continue to have considerable weight in government programmes and
development strategies despite the setbacks in export markets experienced since 1990s, and the
collapse of the state-controlled development model. Under the new agricultural paradigm, based on
state-supported, privately-led food value chains, traditional export commodities will continue to play
a significant role in income generation and employment. For the most part, policy and institutional
reforms are still unfolding towards a liberalized market. Under the new model, agribusiness actors and
producer organizations are expected to play enhanced roles, while the public sector will shift away
from direct control and towards indirect support. The state will continue to support market services
(market information, research, extension, disease and quality control), enhance productivity (improved
seeds and production technologies), address market failures (credit, inputs) and strengthen the legal
framework for commercial transactions and business arrangements. These supportive measures,
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coupled with strong incentives for producer organizations, can significantly reduce the number of
intermediaries in the value chain and help farmers capture a greater share of the value added.

Non-traditional exported food (horticulture) — Increasing market opportunities
and strengthening inclusiveness of small farmers

High-value horticultural export crops face two challenges: how to expand export market
opportunities and how to benefit small farmers, who tend to be excluded from these high value
markets. High-value export markets are an important segment within a diversified agricultural
portfolio in the region. The expansion of horticultural crops in the 1990s in West Africa is a strong
indication of the huge export potential in the region for a variety of tropical fruits and vegetables.
Even more growth potential is possible if the local and regional markets can also be tapped. This
should provide a larger basis for developing an agriprocessing fruit and vegetable industry. This, in
turn, requires overcoming a number of market impediments resulting from the tightly integrated
and coordinated agro-industry, often led by international food companies or global food retailers.
These companies are the primary demand drivers that impose stringent standards and certification
requirements to meet the demands of a high-income consumer market. Within this structure,
small-scale suppliers in West Africa are easily outcompeted and tend to be excluded from the high-
value markets. This results in a segmented market, in which the high end is serviced only by large-
scale farms or estates, leaving small-scale farmers to produce for low-end markets where quality
requirements and prices are lower.

This poses a dilemma for governments who promote these high-value export crops as pro-poor and it
requires corrective action to ensure greater smallholder market participation. Studies on horticultural
exports from West Africa have shown that effective and targeted interventions can include: (i) strengthening
farmer cooperatives; (i) targeting subsidized investments for qualified producer groups; and (jii) increasing
incentives to diversify markets, giving greater emphasis to domestic and regional markets. An agro-
industry strategy that targets local or domestic markets can serve as an important strategic stepping stone
towards a more competitive agro-industry capable of expanding market penetration internationally. In
addition, focusing on regional markets with less stringent standards (i.e. food traceability) can provide the
space and the time to develop more inclusive markets, giving smallholder farmer groups an opportunity
to develop the marketing capability to share in the value addition. Some farmer groups can also become
competitive enough to compete in the international markets as well.

3.2 Staple food value chains

Staple food supply chains generally exhibit a lower degree of integration and a much broader range
of marketing channels than export-oriented supply chains. Also, farmers are both producers and
consumers of staple food. With low unit values, staple crops also offer lower incentives to manage
risks in assuring supply and product quality and standards. Staple food value chains in West Africa
face cost disadvantages when the market becomes regional and international, partly as a result of
high logistical costs (e.g. for rice). Long-term competitiveness is also a concern in West Africa, as
the soil mining and fertility depletion is not sustainable and returns to labour remain comparatively
low.

While staple crops, especially cereals, roots and tubers, require significant upgrading of the
agriprocessing capacity and better coordination strategies between farmers and agriprocessors, not
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all countries are at the same stage of development. In some countries there is little post-production
processing capacity — for example, Burkina Faso, which places priority on the introduction of
processing technology to build up the initial processing capacity. By contrast, countries like Nigeria
and Ghana have a more highly developed agriprocessing industry and therefore place greater
priority on improving the price incentives and access to credit and on fostering a favourable business
environment.

Staple food crops cover a wide range of products. In this section, we group six of the most important

commodities from the region into four broad categories. These are:

(i) Staple crops with huge growth potential, both regionally and internationally, which are subject to
two-way trade (as imports and exports) (oil palm);

(i) Staples with huge production deficits and large import dependency but with large potential for
expanding domestic supply (rice);

(i) Staples with large potential for enhanced production and productivity and great potential to feed
the agro-industry, given the multiple market uses (maize, cassava); and

(iv) Staples with large subregional coverage and critical importance for food security, but with low
productivity due to policy neglect, despite a huge potential for transformation into commercial
value chains (sorghum, millet).

Oil Palm value chain - Ensuring inclusiveness of small farmers and small and
medium enterprises along with demand-driven sector expansion

The oil palm sector in West Africa has strong growth potential due to increasing demand, both
domestically and internationally. The strong economics of scale of oil palm plantations favour large-
scale investments and create a bimodal market structure where a few large-scale plantations coexist
with a large number of small and medium-sized producers. Qil palm production in West Africa largely
follows this bimodal market structure across the main producing countries (Cameroon, Cote d'lvoire,
Ghana, and Nigeria). The oil palm value chain is thus privately-run, with the government playing
an indirect supportive role, encouraging outgrower schemes as the preferred model for smallholder
inclusion. A study from Ghana showed that the outgrower scheme is leaky, with frequent side-selling
(or contract-breaking) problems as participating farmers complain of little control over input (fertilizer)
prices or the fresh fruit bunch prices they receive. In this case, the absence of a participatory platform
to establish prices, coupled with the weak negotiating capacity of farmers (who are not organized into
groups), combined with the possibility for farmers to sell on the open market, all contribute to the
frequent occurrence of side-selling.

The main lesson to draw from this case is that the public can do more to correct the existing market
failures and to facilitate conditions for greater transparency in the palm oil market. Among the possible
interventions is to even out the playing field between large and small-sized mills by creating investment
funds targeted at small and medium-sized oil palm mills and tied to commercial arrangements with
small-scale producers. These investments would expand a mill's capacity, improve product quality and
yields and ensure greater procurement from small-scale producers, both men and women. The second
possible intervention is to allocate funds to support the autonomous creation of oil palm producer
groups and encourage greater coordination capacity in order to ensure better access to credit, improve
market opportunities and enhance producer groups’ bargaining capacity with oil palm processors.
These lessons and required responses also apply to other oil palm-producing countries, to the extent
that they have the same market structure and their smallholders face the same impediments to market
participation.
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Rice value chain — Improving the competitiveness and supply of local rice
and reducing dependence on imports

Among the major staple food commodities in West Africa, rice occupies a unique position. It is one of
the few food commodities for which consumption has risen significantly faster than production over
the past two decades, largely due to a very high rate of urbanization and low rice productivity growth,
making the region increasingly and unsustainably dependent on imports. The share of rice consumption
covered by domestic production has fallen from 70 percent in the mid-1990s to less than 30 percent
currently. Moreover, as imported rice began to dominate consumer markets in much of the region,
it became increasingly difficult for local rice to compete, which discouraged investment and further
eroded the incentives to produce and supply rice to the local market.

These trends became untenable and politically unacceptable following the food crisis of 2007-2008,
prompting the region’s governments to rethink their reliance on food imports and shift their food
security strategy towards self-sufficiency. However, such a shift requires a range of measures to raise
rice productivity, as well as removing market and institutional barriers, in order to enhance the supply of
local rice into the urban markets. The first responses were crisis-focused, relying mostly on fertilizer and
seed subsidies, which are known to have only a short-term, limited impact. What is required is the type
of incentive that can ensure a sustainable supply of rising surplus production into the urban markets
and ensure expansion of local rice market shares. These incentives would include facilitating collective
storage, improving rice quality and marketing, and enhancing coordination among value chain actors,
given the weak rice value chain linkages that currently exist among farmers, input suppliers and rice
millers.

A coherent rice development strategy must endeavour to erase the existing disincentives revealed in
the case of Mali through a study on expenditures and investments in agriculture by the Organization
for Economic Cooperation and Development (OECD) and FAO. The study showed that, despite
heavy investments in rice (compared with other cereals), disincentives for rice production remained
because critical complementary measures were missing, including initiatives to strengthen producer
organizations, improve coordination among value chain actors, and harmonize import policies with
domestic production targets.

Similarly, in Senegal, a country that depends even more on imported rice than Mali, the post-food
crisis commitment to rice consisted of limited interventions with minimal, limited long-term impact
in terms of raising the share of local rice in the domestic market, despite the post-2008 boost to rice
production. Senegal’s response to the crisis consisted of supporting fertilizer and seed subsidies and
making substantial infrastructure investments in the River Valley region. However, the impact was minimal
because marketing is not well-organized and the volumes marketed are not large, despite a boost in yields
and unmet demand for the high quality rice produced. The lesson from these cases is that a coherent rice
development policy must complement the needed investments in order to raise productivity. Such a policy
must include measures aimed at strengthening producer organizations, improving coordination among
value chain players, and harmonizing rice import policy with domestic rice supply support.

Maize value chain — Harnessing the potential of a key feedstock for the region’s agro-
industry

Maize is grown in significant quantities over large areas in most countries of West Africa. Maize is
a subsistence crop that is being used increasingly as a cash crop. The potential demand growth for
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maize is substantial, given its multiple market applications, especially under unrestricted regional trade.
Given the low average level of fertilizer use and the limited seed distribution network, there is a large
potential for productivity increase in maize. Along the value chain, maize faces great variability in price,
quality and quantity, as a result of deficient market information systems, transport and infrastructure
impediments and weak enforcement of legal rules and business contracts.

Addressing both the maize productivity gap and the market constraints requires coherent price and

investment strategies that combine both market and institutional reforms. The following is a list of

priority actions that can be undertaken (with varying levels of priority, depending on the country and

on local market and structural conditions):

(i) Support innovative credit access schemes, including public-private partnerships and warrantage, to
facilitate producers gaining sustainable access to fertilizer, seeds and quality-enhancing techniques;

(i) Establish technology-assisted price and market information systems generated and used by value
chain actors (e.g. the maize interprofession) under public-private initiatives;

(iii) Offer subsidized investments in storage facilities to eligible producer organizations and cooperatives;

(iv) Provide subsidized investments in small- and medium-scale upgrades of agriprocessing or milling
units to enhance processing capacity and improve quality standards;

(v) Offer publicly-funded, privately-provided and needs-based training programmes for leaders and
members of eligible market-oriented producer organizations;

(vi) Establish legal frameworks for enforcing commercial transactions and ensuring adherence to safety
and quality standards and regulations;

(vii) Establish the institutional frameworks for the creation of producer organizations, cooperatives, business
networks and interprofessions to enhance value chain coordination and strengthen the linkages; and

(viii) Support multi-stakeholder meetings to exchange information on the maize value chain, develop
partnership opportunities (such as public-private partnerships) and debate policies and initiatives
related to the maize sector.

Sorghum-Millet value chains — Ending policy neglect so as to enhance food security,
foster agriprocessing, and promote market penetration for sorghum and millet

Sorghum and millet are two of the most critically important food security crops in the Sahel (the 15
countries comprising the CILSS (Permanent Inter-State Committee for Drought Control in the Sahel)
group stretching from Senegal to Chad). Their adaptability to light soils and lower rainfall make them
highly suitable for cultivation where other crops are not feasible. Over 50 percent of the Sahel population
depends on sorghum and millet as the primary food source. Yet, owing to policy neglect (much of it
due to bias towards commodities for exports or for domestic urban markets) and the resulting lack of
incentives, these crops are typically grown with little or no input and produce low yields, an outcome
compounded by lower-fertility soils. Consequently, these crops remain largely subsistence crops offering
limited surplus to market and lower market penetration compared to maize or rice. As a result, sorghum
and millet value chains remain underdeveloped, with little processing apart from small-scale milling.

The potential contribution of these crops to food security is substantially larger than what currently exists.
The average yield for sorghum/millet throughout the region is around half a tonne per hectare and could be
easily doubled or tripled with existing technologies (improved varieties and fertilizer management techniques
developed over the years by the INTSORMIL project and field-tested by the Sasakawa 2000 project).

Within the Sahel countries, the lack of policy incentives and the absence of a serious development
strategy for these otherwise strategic food security crops are not surprising but this urgently needs
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correction. No food security strategy within the Sahel region can exclude sorghum and millet; they

require priority support. Given the similar development status of these crops in many of the Sahelian

countries of West Africa, a coherent sorghum and millet policy and investment programme would
target the following priorities:

(i) Create the required market, price and credit incentives needed to increase adoption of improved
technologies by farmers and to improve yields;

(i) Promote higher marketable surplus by subsidizing investments in producer-run storage facilities to
improve marketing and introduce supply and price risk-management schemes;

(iii) Provide subsidized credit and investments for small- and medium-sized agriprocessing units
through public-private partnerships in agriprocessing mills (which use sorghum and millet in animal
feed, as well as processed and semi-processed food and beverage products);

(iv) Encourage demand for sorghum and millet food products by strengthening food quality control
measures and supporting improved quality packaging through subsidized investments; and

(v) Support the emergence of strong and market-oriented producer organizations for sorghum and millet by
funding training and capacity based on need, and by subsidizing investments in storage and encouraging
public-private partnerships involving producer organizations, finance institutions, and agriprocessors.

Cassava value chain — Accelerating transformation from subsistence into a
commercial value chain

Cassava (like maize) is also widely grown and consumed in much of West Africa and plays a major
role in the region’s food security. Throughout the region, cassava production is characterized by
labour-intensive traditional techniques, predominantly carried out by women. Like sorghum and
millet, cassava exhibits characteristics of a semi-developed value chain — namely, low marketable
surplus, low labour value added, and low yields. Marketing channels are typically undeveloped (apart
from small niche exports) and the cassava value chain has a low level of organization and poor
linkages among players.

Like maize, cassava has a huge potential to serve as feedstock for a whole range of food, feed, and
industrial products. Unlike the readily storable cereals, cassava is a tuber that is quickly perishable after
harvest, which makes processing an immediate, critical post-harvest step for generating marketable
products. For this reason, increasing cassava yields alone is not enough to turn the production surplus
into marketable products along the value chain. Adequate post-harvest processing is a prerequisite.

Several governments of the region have initiated programmes to promote the cassava supply, especially
following the 2008 food crisis. In Cameroon, an eight-year International Fund for Agricultural
Development (IFAD)-funded programme on cassava (from 2004-2012) illustrates the type of unbalanced
approach to commodity development in which too much effort was focused on production and vyield
increase, without the necessary, complementary measures in processing and marketing. Indeed, the
programme succeeded in introducing higher-yielding varieties and raising production by participating
farmers but there was no similar impact beyond the farmgate, as processing and marketing received very
little focus and much of the added production could not properly be processed and marketed as originally
planned. The initial limited processing capacity (a result of weak producer organizations and unreliable
processing equipment suppliers) and the lack of reliable marketing channels for cassava products were
not significantly addressed by the project. In contrast to Cameroon, Ghana initiated the RTIMP, which
aimed at supporting cassava-processing enterprises and piloted initiatives to ensure that production and
processing linkages are integrated. The programme is ongoing but already appears to be successful given
its judicious focus on post-production processing through capacity building and incentives.
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The lessons from the experiences of these country show that, given the current pre-commercial cassava
development stage in much of West Africa, a coherent strategy for a competitive and inclusive cassava
value chain would include the following initiatives and priorities:

(i) Establish initiatives to improve cassava productivity through new varieties, farmer field schools
and labour-saving technologies, especially those targeting women who perform the hard labour
associated with field operations;

(i) Introduce and support small-scale processing technologies for use by functional cassava producer
cooperatives; such support requires access to machinery, training and follow up; the support should
be government-facilitated and, if possible, privately-delivered, involving equipment suppliers, credit
providers and buyers;

(iii) Subsidize investments to small- and medium-scale processing units and provide the required
training capacity to producers and specialized processors;

(iv) Provide subsidized credit, training and legal supervision to processing equipment suppliers;

(v) Develop technology-assisted market and price information on cassava products covering both local
and regional markets; make accessible, timely, and useful information available to producers and
buyers, supported by information technology; and

(vi) Encourage a network of cassava producers, processors and traders at national and regional levels
to share best practices, coordinate markets and contribute effectively to policy formulation,
industry regulation and public-private initiatives targeting cassava value chain development in the
region.

W Conclusions: Towards an accelerated transformation of food
value chains in West Africa

The present chapter laid down the argument for rebuilding West Africa’s food potential, identified
the respective roles for the key market agencies (public, agro-industry, finance and producers), and
reviewed the specific development needs of the most important value chains in the region (aside from
livestock and seafood products). What implications can we draw from the study findings in support of
the implementation of the ECOWAP/CAADP process and the related national programs?

Within the CAADP process and following the ECOWAS agricultural regional policy (ECOWAP), the
region’s countries have developed national agricultural investment plans (NAIP) which represent
the programming framework for interventions and investments in the agricultural sector mobilizing
both internal resources and donor assistance. These NAIPs have identified priority value chains
based on their agro- ecological potential and socio- economic impact. At the regional level,
ECOWAS developed its regional agricultural investment plans (RAIP) to complement the NAIPs
focusing on a limited number of strategic issues relating to supply, trade, and food access, as
well as the overall enabling environment for regional investments. The RAIP aims to build on the
interdependencies between countries to accelerate the agricultural transformation in the region.

Among the objectives of the RAIP is “the promotion of strategic products for food security” chosen on
the basis of production potential, importance and changes in populations dietary habits, and import
substitution for products with large import dependency. Given these criteria, the priority commodities
highlighted under the RAIP include rice, cassava, corn, livestock and meat products, as well as fish
products.
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In many countries of the ECOWAS region, the NAIPs" implementation has begun. There is an urgent
need for supporting the implementation process and providing guidance in how best to translate the
strategy framework into an effective plan of action. Moreover, as the process of finalizing NAIPs/RAIP
in the region is continuing through 2015, there may also be a need to assess the impacts the NAIPs
and RAIP would have had in accelerating the growth and development of the priority value chains in
the region.

On this basis, what lessons and recommendations can we derive from the present study that can guide

the CAADP process and accelerate the implementation of the NAIPS/RAIP in West Africa? In response,

three sets of recommendations can be put forth:

(i) The strategic need to diversify agriculture requires balancing out staple food with export-oriented
value chains and the correct articulation of the criteria that can ensure its successful implementation;

(i) How to design a workable implementation plan for a coherent investment program under the NAIP
based on the triple criteria of Need, Capacity, and Impact assessment

(iii) Execution, implementation and coordination, taking into account the requirements of inclusive-
governance, decentralization, and subsidiarity.

4.1 Towards a diversification strategy for value chain development

West Africa has traditionally relied on relatively few export-oriented commodities for its agricultural
development (peanuts, cocoa, coffee, and cotton) while staple crops and animal products that form
the bulk of population consumption needs received much less policy support. As an illustration, a
close examination of the Mali government expenditure patterns in agriculture show a disproportion-
ate share of expenditures going to few urban based food products (rice) or crops generating export
earnings (cotton). Throughout the region, private investments in agri-business tend to favor few export
commodities with high commercial potential (oil palm, tropical fruits). The same preferences appear
evident among the privately-led initiatives for agricultural investments in Africa, such as The African
(Accelerated) Agribusiness and Agro-industries Development Initiative (3ADI), Grow Africa, African
Agriculture Fund, etc. Likewise, national farmer groups (federations, platforms, etc.) tend to focus
largely on staple food commodities that are most grown and consumed by farmers, as they represent
a large share of their source of food security, income and livelihood.

Under the ECOWAP regional agricultural policy, the ECOWAS Commission applies the “food sover-

eignty” criteria for selecting its strategic commodities (rice, maize, cassava, meat products, and fish) for

priority investments in the region. At the country level, national governments have also defined their

own set of priority value chains for priority investments under their NAIPs. Still, a diversified agricultural

development requires a long term growth strategy and hence broadening the selection criteria for

priority value chains for early and concentrated interventions with the high spillover potential for the

rest of agriculture. Examples of key criteria to consider are:

(i) Contribution to food and nutrition security, as measured by volumes of production, share of
consumption in domestic diets, and potential for import substitution;

(i) Overall contribution to rural household incomes and livelihoods, as measured by the number of
employed men and women in the production, processing and marketing;

(iii) Contribution to the national economy and general budget, as measured by market value added,
value of export revenues, etc.

Clearly taking these criteria into account should yield a core set of priority value chains that would
necessarily differ by country. An accelerated and integrated program for developing these priority
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value chains should fuel an agro-industry development with positive spillover effects on other locally
important value chains that contribute to food supply or has a significant export growth potential and
contributing to increased farmers’ incomes (examples: cashew nut, sesame, shea butter etc).

4.2 Supporting implementation of the National Agricultural Investment Programs
(NAIPs): A triple criteria assessment for an integrated investment strategy

To facilitate implementation of the NAIPs, priority actions and targeted interventions targeting the
priority value chains should be formulated and developed on the basis of detailed assessment covering
three primary criteria, namely:

(i) Need: Actions and interventions requiring investments should be prioritized based on the value
chain specific development needs as determined by agronomy, agro-ecological conditions, scope
for productivity increase, and critical bottlenecks identified along the various value chain stages,
including post-harvest, processing and marketing. Such a need assessment — with input from all the
key market agents- should identify not only the critical areas for interventions, but also the optimal
sequencing for maximum impact

(i) Capacity: This criterion relates to evaluating available capacity, whether human (technical, including
research and extension, managerial including planning and monitoring), financial (from all possible
funding sources) or infrastructural (storage, laboratories for quality testing, communication
systems, roads and transportation). The capacity assessment should also be closely linked to the
need assessment outcomes and be formulated at the value chain level, when necessary

(i) Impact: The impact assessment criterion evaluates the scope for market expansion (such as
irrigation potential, readily achievable yield improvements, degree of trade substitution, etc.),
potential income generation and employment addition.

These assessments should be multi-stakeholder led and guided by a technical team with the required
expertise to guide weighting options and to tackle measurement issues and option tradeoffs.

Beyond the value chain-specific options and identified interventions, an integrated investment strategy

must also include a number of critical cross cutting needs that must be established or supported.

These crosscutting actions may vary across countries depending on the development stage and the

institutional environment of the country, and can include, among others:

(i) Creation of educational and training institutes to provide the necessary professional and technical
training to farmer leaders, technical agents and commodity experts in production technique,
processing, marketing, finance etc,;

(i) Agencies or institutions dedicated to capacity development for producer organizations and their
leaders including women;

(iii) National centers for value chain risk assessments, risk management, and financial education;

(iv) Observatories to monitor and develop trade information rules and coordination, among others.

4.3 Coordinating the strategy implementation

The implementation of the NAIP and its eventual success will depend largely on the degree of
participation of the four key market agencies (public, agribusiness, finance, producers) and the
importance given to participatory governance and to effective coordination. The success of inclusive
governance in the process of NAIP implementation requires that full account is given to the goals and
strategies and needs of each of the four key market agencies from which synergies, complementarities
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and win-win options are derived. To be effective, the participatory governance must intervene at the
stage of formulation and development of priority actions and interventions (described in 4.2 above).
Also, for effective coordination and inclusive participation, it is necessary to establish a transparent
mechanism for sharing data and information between the key actors to allow them to formulate clearly-
articulated positions, an essential step that would ensure that all players are actively contributing to the
elaboration of the CAADP-inspired national investment strategies. This, in turn, requires strengthening
the internal organization and coordination of the private actors, from the agro-industry or from POs,
to become effective.

More critical is the degree of readiness of producer organizations and related meta-structures (platforms,
regional organizations) to contribute credibly to the process. A particularly relevant institution that
could play a critical catalytic role in the process is the value chain-specific interprofessional organization.
Many countries of West Africa are at various stages of legal and institutional reforms that encourage
the emergence of the value chain interprofessions. However, the credibility of these institutions or
their performance depends largely on the strength and the capacity of the member associations.

As stated above, inclusive governance is essential for successful value chain development through the
implementation of NAIPs. Successful initiatives and best practices from the region can demonstrate
the critical importance of good governance in such processes. A good example is provided by Ghana's
Medium Term Agriculture Sector Investment Plan (METASIP), which illustrates the type of inclusive
sector strategy development and inclusive governance applied to priority commodity chain investments.
The programme follows a sector-wide approach, pursuing broad-ranging interagency consultations
for the design, supervision, and implementation of its activities, all guided by a Steering Committee
whose membership includes relevant government agencies, ministries, and producer organizations. A
noteworthy element of the programme is the attention given to enhancing the capacity of producer
organizations to strengthen their bargaining power and enable them to link up with regional groups.

An example of multistakeholder coordination for value chain development at the local level is provided
by Ghana's NRGP programme, which set up the District Value Chain Committee (DVCC) that includes
producer organizations, financial institutions, agro-input dealers and marketing companies, not only at
national but also at local (district) level. Such location-specific forums can be more effective when they
are focused on specific value addition issues with input from participating parties to share information
and build partnerships. The DVCC coordination has ensured continued mobilization of new funding
and has brought new participants into the NRGP programme, especially local banks, whose number
increased from 2 in 2009 to 24 in 2012.

In general, the blueprint described above can serve as a guide to facilitate the implementation of the
CAADP-derived national agricultural investment plans in West Africa. The proposed outline is also very
timely given that over half the region’s countries have just embarked on implementing the national
strategies developed over the last several years. It is hoped that the lessons learned from the case studies
summarized in this chapter and detailed in this volume can provide the necessary input for accelerating
the process.
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General introduction and book content
Aziz ELBEHRI

In the aftermath of the food crisis of 2007-2008, a World Summit on Food Security was organized
by the Food and Agriculture Organization of the United Nations (FAO) in November 2009. Among
the summit conclusions was the affirmation that greater efforts must be deployed to ensure that
markets work for, and are more inclusive of, small-scale producers, especially in developing countries.
This conclusion arose from the recognition that, despite the surge in food prices, small farmers in
developing countries were not able to benefit by responding with greater food supply. The expected
supply response to rising prices did not occur. A myriad of public and private market failures stood in
the way and became glaringly evident following the food crisis.

For West Africa in particular, this episode reinforced the urgent need to make a major correction in
food policy and redirect attention towards staple food commodities, which had been long neglected
in favour of a few export commodities. While this shift in focus can be traced to the establishment of
the Millennium Development Goals (MDGs) and the Comprehensive African Agricultural Development
Programme (CAADP) of the New Partnership for Africa’s Development (NEPAD), it was never followed
by the needed boost in new investments in agriculture. There was a noticeable change in the trends
in agriculture investments, which had been declining since the mid-1980s. The development aid
and investments that followed the post-2000 MDGs targeted mostly non-agriculture goals (health,
education, girls’ schooling, etc.) and focused on transportation, infrastructure or aid for trade, which
were thought to be more effective in boosting agricultural productivity than direct investments.

It took the food price crisis of 2007-2008 to jolt both governments and development partners into
action. A new consensus quickly emerged, calling for substantial investments in agriculture and rural
development to enhance agricultural productivity in order to meet the challenge of food security — an
area that became, once again, an international top priority.

In this context, West African governments responded to the heightened concerns over food insecurity
and disruptions to food trade flows by turning their focus to the long-neglected basic food commodities.
Supported by donors and buoyed by renewed interest in agricultural investments, a number of national
initiatives were launched to stimulate the domestic production of staple foods such as rice, maize and cassava.
More than merely a shift of direction, these developments called for a major paradigm shift in agricultural
development, away from what had traditionally been a narrow focus on a few export commodities (cotton,
cocoa, coffee, groundnut) and towards embracing a more diversified approach to agricultural development.

However, in practice, these responses took the form of the usual interventionist tools, such as direct
subsidies to inputs (for a quick boost to production) and, when possible, investments in expanded
irrigation schemes. On the demand side, many governments also responded by lowering trade barriers
to facilitate more imports. Yet these measures did not add up to a comprehensive or coherent strategy
aimed at rebuilding long-term food potential. These national initiatives lacked a fully-integrated
policy response aimed at improving competitiveness through cost-cutting investments and incentives
designed to promote effective and inclusive food value chains.

It is widely recognized among development specialists that staple food development models require,
among other things, the following prerequisites: (i) a coherent investment framework targeting staple
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food commodities; (i) consideration of the whole value chain approach to development, covering
production and post-production stages; and (iii) an awareness that achieving both competitiveness and
inclusiveness requires the active involvement of public agencies, private entrepreneurs and producers
represented by strong organizations.

In this context, staple food commodity models differ significantly from export-focused cash crop models.
Staple food crop production presents a number of distinguishing features, including the involvement
of a large number of small, highly heterogeneous farmers; women often play an important direct role
in the production, trading and small-scale agroprocessing. Farmers producing staple foods also tend
to face greater difficulty accessing inputs, are exposed to greater risks (in production, marketing and
prices) and have limited market access for their products. On the demand side, staple food commodities
can have multiple market outlets, including local, national or regional markets. Moreover, production
of staple crops — especially the cereals, roots and tubers that predominate in West Africa — requires a
significant upgrading of the agroprocessing capacity, including better coordination strategies between
farmers and agroprocessors.

Downstream on the value chain, development of inclusive staple food value chains requires tackling problems
related to the general business environment, weak or inefficient contract enforcement, infrastructure deficits
and dissemination of agricultural research. In addition, building long-term competitiveness in staple foods
is specifically problematic in West Africa, as soil fertility is a serious and worsening problem, while returns
to labour are relatively low. Yet given the low productivity and competitiveness of staple foods in general,
there is still a huge scope for improvement and for further reductions in unit costs. Clearly a case for active
public and private engagement is evident, but the key question is how and under what institutional set-up
should this engagement be established, given the specificities of staple food systems.

The chapters of this book represent an empirical and normative contribution to the development framework
for value chain models appropriate for West Africa and its dominant commodities. The book is regional
in scope and covers the 15 West African countries plus Cameroon and Chad (part of the central Africa,
CEMAC region). The value chain case studies covered in the book are broad-based and fairly representative
of the major crop systems in the region, including traditional export crops (cotton, cocoa, groundnut), high-
value export commaodities (horticulture, mango, banana, pineapple), staple food crops (palm ail, rice, maize,
sorghum, millet, cassava) and milk. The country case studies include: Burkina Faso (maize, cotton, mango);
Cameroon (cocoa, cassava); Cote d'lvoire (cotton, cocoa, banana); Ghana (cassava, mango, oil palm,
pineapple); Mali (cotton, rice, sorghum, millet); and Senegal (rice, groundnut, horticulture, milk).

Book content

The book is divided into two parts. Part | provides analyses of market, policy and institutional drivers,
and issues relating to food commodity chains, with a particular focus on staple foods within West
Africa. Part Il contains a large number of case studies treating specific value chains and countries or
groups of countries.

Part | begins with an introductory Chapter 1, by Elbehri, Kaminski, Koroma, lafrate and Benali, that
describes trends and indicators of food demand and supply in West Africa. On the demand side,
the chapter describes trends in population and urbanization and the food consumption patterns
most prevalent in the region. On the supply side, agro-ecological systems, as well as the major crops
and livestock products, are described in terms of importance, distribution and productivity levels.
Development indicators, such as infrastructure, regulation, research and development (R&D), foreign
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direct investments (FDI) and trade flows, are described and show that the region as a whole lags
behind other regions, even compared to other parts of Africa. This precarious situation has roots in
the agricultural development pathways followed by most countries of the region since gaining their
independence, which can be summed up as a narrow specialization in a few raw commodity exports
with relatively little spillover effect on the broader agricultural sector or the national economy.

This last point is taken up in Chapter 2, by Elbehri and Benali, which also sets out the essential thesis of the
book, namely the need for West Africa to broaden its agricultural and commaodity development strategy
beyond export crops and redirect the emphasis towards staple food crops as well. In this chapter, the authors
provide an analysis based on a historical comparison of different commodity development models. The
three groups of commaodities compared in the paper are: a) state-controlled traditional export commodity
models (cocoa, cotton, coffee, groundnut), which dominated much of West African agriculture starting
from the colonial period, continuing past independence and up to the 1980s; b) private agribusiness-
dominated, high-value, non-traditional export commodities; and c) staple food models, which began to
draw government attention after 2000 with the establishment of the MDGs, and more urgently following
the 2007-2008 food crisis. Export commodity models represented the continuation of West Africa’s colonial
heritage and showed the limits and the built-in inefficiencies of a state-controlled, commodity-run system.
Throughout the region, these export models experienced serious implosions by the early 1990s. The
non-traditional, high-value export commodity model (which took off during the 1990s) coincided with post-
structural adjustments, state retreat from agriculture, and the rise of both agrifood systems consolidation
and the emergence of global value chains (best illustrated by the development of food supermarkets). This
privately led value chain model offered a sharp contrast to the original state-run model and showed the
effects of privately led emphasis on efficiency and competitiveness. However, this was often at the expense
of inclusiveness, as small-scale farmers found themselves shut out of these value chains because they were
less able to compete with more resource-endowed producers or downstream value chain actors (buyers)
with greater market power. Lessons from these two export commodity models were drawn for the staple
food value chains, serving domestic and export markets equally. The chapter concludes with an outline of
a staple food development model, involving multiple actors — state governments, private agroprocessors,
producers and credit suppliers — all playing critical roles.

Chapter 3, by Soule, and Chapter 4, by Achancho, review the national investment strategies for staple
food value chains in West and Central Africa, respectively. In Chapter 3, the author describes the strategy
development processes and country priorities and evaluates their strengths and shortcomings in light
of each country’s capacities and stated development objectives. Next, the author reviews the Economic
Community of West African States (ECOWAS) regional investment programme for promoting strategic
products and examines its coherence with national investment strategies. Chapter 4 introduces the
current agricultural policy developments of the Central African region, analysing in greater detail the
case of Cameroon. The author notes that, despite a favourable attitude towards agriculture recently,
the Cameroon staple food policies generally lack a coherent approach to value chain development, with
processing and marketing being more weakly addressed in existing programmes. Equally lacking is a set
of adapted credit and finance schemes to meet value chain development needs.

Chapter 5, by Mas Aparisi, Balié, Diallo, Komorowska, and Keita, provides a detailed analysis of Mali's
country sector policy by examining its national agricultural expenditures. The study, which is part of the
Monitoring African Food and Agricultural Policies (MAFAP) project, used national expenditure data from
2005 to 2010 and quantified the incentives and disincentives for agricultural production. This study
illustrates how the outcomes of public decisions on incentives may actually diverge from the stated goals
in support of food value chains. The authors found that, during the study period, public expenditures (of
which 70 percent are from donors) have heavily favoured grains, especially rice, with a disproportionate
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amount going to input subsidies, and much less going to research and extension services — the types
of investments widely recognized to have higher payoffs in terms of improved productivity. Expenditure
patterns also show bias towards some export commodities (e.g. cotton) while import substitutes receive
substantial disincentives. Following the food crisis, incentives for thinly traded commodities (maize, millet
and sorghum) worsened, as the government encouraged imports (especially rice), which disadvantaged
producers. The study vividly illustrates the lack of policy coherence between the declared aim of boosting
production and contradictory price policies that discourage domestic supply. Despite heavy public
expenditures on rice, parallel policies facilitating imports benefited consumers but penalized producers
and wholesalers who did not benefit as they should have from high international prices. Studies like
these can have a huge impact on policy design and advance our understanding of the widely recognized
but ill-defined incoherence between domestic and trade food policies.

Chapter 6, by Nwuneli, Diaw, Kwadzokpo and Elbehri, moves the focus away from the public sphere and
into private agroprocessing. In this chapter, the authors use several case studies from West Africa to tackle
the questions of how to motivate small and medium-sized agribusinesses to develop food value chains
from the home market, and how to include smallholders in the process. For both questions, the authors
argue that critical policy support is needed to ensure the objectives. Also, government-supported investment
programmes must be inclusive of the small and medium-sized local enterprises that process locally produced
food and contribute to employment. Such measures would have strong implications for trade policies,
requiring harmonization with domestic support measures aimed at stimulating domestic food supply.
Business opportunities for working with smallholders would require that participating producers and their
organizations be market-oriented and selected on a system based on merit and on the ability to deliver on
contractual agreements. Successful partnerships between smallholders and agro-industry require addressing
various risks related to the difficulty of complying with standards and traceability, issues of trust and loyalty
(e.g. side-selling under outgrower schemes) and issues of communication and coordination. In the end,
successful sourcing by agribusinesses from smallholders hinges on the latter being properly organized, with
demonstrated credibility and with sufficient skills to engage in business, trade and economic activities on
behalf of the organization’s members. Policy support for market institutions is a critical element in the process.

Chapter 7, by Elbehri, Lee, Hirsch and Benali, delves into the central issue of producer organizations
as market agents and explores how to make them critical players contributing to development of an
inclusive food value chain. Although the need for strengthening producer organizations is often cited
in commodity development analyses, there are few effective approaches that demonstrate how best
to transform producer associations or groups into credible economic agents and reliable business
partners. In this chapter, the authors describe a methodology called GAIN (Governance, Autonomy,
Integration, Needs-based) and present both a diagnostic tool and a transformation pathway to facilitate
smallholder progressive market participation and build the capacity for smallholders to become
effective, credible players in the marketplace. The GAIN methodology follows an iterative approach,
combining an internal “strategic” assessment of the organization with an evaluation of opportunities
for partnership with its immediate potential economic and institutional partners, and derives a road
map for economic self-empowerment. The methodology was successfully applied to several producer
organizations in West Africa, specifically in Burkina Faso, Cameroon and Mali. The authors conclude
that the GAIN methodology is flexible and can be adapted to various organizational situations and
degrees of complexity and can be scaled up to national level and used as part of policy instrument and
institutional reforms.

Part Il of the book offers a broad range of the value chain case studies, describing traditional export
commodities: cocoa and cotton (Burkina Faso, Cote d'lvoire, Mali); non-traditional, high-value export
crops: horticulture (Senegal) and mangoes (Benin, Burkina Faso, Ghana); import-export staples: oil palm
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(Ghana); highly-imported crops: rice (Mali, Senegal); and lightly-traded staple crops: maize (Burkina
Faso), sorghum and millet (Mali) and cassava (Cameroon).

Chapter 8, by Abbott, provides a detailed analysis of cocoa and cotton sectors, drawing from the author’s
own research in Burkina Faso, Cameroon, Cote d'lvoire, Ghana, Mali and Nigeria. The paper is broad-
ranging and covers policy processes, institutional reforms and market drivers and how these affect small
farmer incomes within the cocoa and cotton sectors. The author argues that raising incomes for small
farmers in these export-based commodities could be achieved by “shortening the marketing chain”, thus
providing farmers with a greater share of the value added in final consumer products. This can be done
by increasing the market power of farmers through strengthening farmer organizations and correcting
market failures along the value chain that influence credit, inputs, quality and information. Moreover, the
author delves extensively into institutions and policy options aimed at raising smallholder farmer income,
particularly as reforms change existing value chains. Addressing market failures would require recognizing
geographic and agronomic specialization, scale economies and spillovers to other markets. The author
places greater emphasis on the policy regimes that foster market institutional development, including
the provision of public goods (market information, research, extension, disease control) and creation of a
legal framework for private trade of commodities (such as a system of warehouse receipts). However, the
author concludes that, given constraints on marketing interventions, much greater gains to small farmer
incomes could be achieved by enhancing productivity.

Chapter 9, by Swinnen, Colen and Maertens, tackles the development of high-value non-traditional
horticultural export crops in West Africa and addresses obstacles to smallholder market participation. The
paper describes horticultural commodities, drawing from various case studies in West Africa, with a particular
focus on French beans and industrial tomatoes from Senegal. Horticultural trade growth has expanded since
the 1990s from various African countries, even though West Africa as a region has lagged behind other
regions of the continent. Smallholder market participation varies widely across horticultural crops. Among
the key drivers are the consolidation of food processing and the rise of private market standards, which
generally tend to reduce the participation of smallholders in these markets. The authors stress the positive
impacts of horticultural crop export on participating farmers’ incomes and on employment for local rural
labour; however, these impacts are dwarfed by the general trend of smallholder exclusion as these producers
are outcompeted in the vertically- integrated horticultural value chain. These outcomes somewhat weaken
the government argument that promoting high-value export crops is a pro-poor policy. While there are
explicit attempts to encourage product sourcing from smallholders by promoting contract farming, these
are essentially private transactions subject to market forces (opportunities and risks). One often repeated
solution is to promote sustainable partnerships between producer organizations and agroprocessors and
buyers. Yet this, too, requires innovative approaches and hinges on the existence of strong and credible
producer organizations. Moreover, the empowerment of farmers and their ability to become effective
players depends on having alternative options to access inputs and to sell products. Hence, diversification of
options for farmers in input and output markets is considered to be a key prerequisite for greater inclusion.

Chapter 10, by Van Melle and Buschmann, examines mango value chains under different business
models surveyed from three countries: Benin, Burkina Faso and Ghana. The authors compare three
models with respect to smallholder market participation: a) mangoes for local markets; b) processed
mangoes for urban markets; and ¢) mangoes under intensive contractual arrangements. Survey results
show that smallholder market inclusion depends on: a) product quality positively linked with the
presence of fixed buyers, which would offer better incentives to control the highly prevalent fruit fly; b)
price negotiation ability for farmers, which is lower for farmers in remote areas, given the perishability
of mangoes; ¢) addressing transaction costs arising from farm location remoteness, bad roads and
poor transport quality, and high post-harvest losses. Comparing the different models, the study finds
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that, for the processed mangoes for urban markets, a higher level of cooperation among farmers has
improved smallholder business performance, inducing higher net investments. Ghana, which has a
relatively better business environment, showed a higher net investment index compared with Burkina
Faso. Under the intensive contractual model, smallholder business performance and market efficiency
also improved but net investments were lower than in the previous case because of dependency on the
lead firm and the weaker position of the autonomous farmers. Here, too, stronger cooperation among
farmers could reduce this constraint. The authors conclude that institutional and policy support for
smallholders to enhance market participation must emphasize: a) strengthening farmer cooperatives;
b) providing external support through subsidized investments; and c) increasing incentives to target
domestic and regional markets, as pursuing export markets may not always be the best business
option. While export markets are targeted because of their higher prices, they may also exhibit high
costs and risks and low competitive advantage.

Chapter 11, by Ofosu-Budu and Sarpong, provides an in-depth assessment of the oil palm industry
in Ghana and examines the conditions under which smallholder-inclusive oil palm expansion could be
achieved. The oil palm sector, driven by strong demand both domestically and internationally, is expanding
in several West African countries. In the case of Ghana, the authors compare three key supply models
for oil palm: a) fully integrated agro-industry companies; b) processing companies that source from small-
scale producers via outgrower schemes; and c) small-scale independent producers. Noting that the current
oil palm production expansion in Ghana is driven by large-scale agro-industry, the authors explore ways
in which small-scale producers could also participate in the process. The authors also examine the current
policies and investment strategies, as well as the types of existing contractual arrangements between
processors and producers. The authors conclude that the key to improved smallholder inclusiveness
lies in strengthening the cost competitiveness of small-scale oil palm processors. The authors also point
out the problems with outgrower schemes, due in part to weak management and poor coordination
that result in side-selling (selling outside contracts). This issue undercuts support from government and
development partners (e.g. World Bank) for outgrower schemes as a way to ensure small-scale producer
participation in a development programme led by large private agroprocessors. One solution to remedy
the limitation of the outgrower scheme is to tackle the tendency of producers to operate individually. This
will require incentives to encourage the emergence of organized groups of producers who can improve
relations with input suppliers, enhance product output and strengthen price bargaining power with
agroprocessing mills. The authors conclude that the optimal strategy to promote development of the oil
palm sector requires appropriate policy support measures that target small- and medium-scale processors
as key intermediary agents between small-scale producers and the rest of the oil palm value chain. Policy
support should also include measures and incentives to strengthen market-ready producer organizations.

The next two chapters address the rice value chain in West Africa. Chapter 12, by Colen, Demont
and Swinnen, examines rice in Senegal and evaluates the recent government initiative to boost rice
production and self-sufficiency in the aftermath of the 2007-2008 food crisis. Rice in Senegal, as in
much of West Africa, is a heavily imported commodity as demand far outpaces local production. Because
urban consumers have acquired a strong preference for rice (mostly broken type), the government has
long pursued a liberalized import trade regime which conflicts with the government efforts towards
boosting domestic production. Another challenge facing the domestic rice market in Senegal is how to
successfully link smallholder rice producers with large urban markets. At stake is the need to increase
marketable surplus, as well as to improve rice quality to conform to urban consumer standards. The
authors examine the causes of the low penetration of local rice into urban markets, and find that rice
supply is constrained by the lack of fully functioning fertilizer and seed markets. Among the suggested
remedies is to encourage new types of farmer cooperatives that can collectively act to reduce transaction
costs, improve access to credit and enhance market penetration. Current producer organizations exhibit
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low performance, due in part to the heterogeneity of their members, which limits collective actions such
as negotiating marketing credit or developing long-term relationships or agreements with buyers/traders.
Another key obstacle facing domestic rice producers is the urban consumers’ perception that domestic
rice is of low quality. Moreover, industrial rice millers lack sufficient working capital to purchase paddy
rice and have very limited access to commercialization credit. Overall, lack of coordination between the
different actors, combined with the dominant proportion of small transaction volumes, significantly
reduces marketing margins for local rice and also reduces incentives for investments to improve the supply
of local rice to urban consumers. The food crisis of 2007-2008 did push rice importers to turn to local rice,
but the above-cited obstacles need to be resolved to unlock the potential of the domestic rice market.

Chapter 13, by N'krumah, Elbehri and Legret, examines the state of the rice value chain in Mali, in
a post-food crisis context. In Mali, rice is the third most important commodity in value terms, after
livestock and cotton. Rice production potential in Mali is large compared with neighbouring countries
because of the availability of untapped irrigable land. Moreover, consumer preferences for rice in Mali
are hugely in favour of local varieties. The rice sector is generally competitive but there are still huge
gaps in rice productivity and more improvements are needed to remove various marketing constraints.
Among the critical measures needed to improve domestic supply are the expansion of irrigation schemes
(through public-private investment partnerships), better fertilizer distribution, and expanded adoption of
the improved variety, NERICA (“New Rice for Africa”). Institutional reforms are critically needed; these
include promoting professional producer organizations capable of facilitating access to credit (in part
through the practice of warrantage), managing local irrigation schemes and providing extension services
(using trained relay farmers). To improve marketing, it will be necessary to improve the quality of paddy
rice and strengthen the agricultural information dissemination systems. On the policy side, to date the
state has been involved primarily through input subsidization and investments to expand irrigated areas.
However, strengthening producer organizations, enhancing coordination among the value chain actors
and harmonizing import policies with domestic rice support initiatives are among the key missing links
awaiting a coherent and inclusive value chain development strategy for rice in Mali.

Chapter 14, by Kaminski, Elbehri and Zoma, examines the maize value chain in Burkina Faso. In West
Africa, maize is hugely important for agricultural transformation, intraregional trade integration and food
security. Maize can serve multiple market outlets (food, feed and industrial applications) with significant
opportunities for expansion and agroprocessing development. In the case of Burkina Faso, the authors
examine the key obstacles facing maize value chain development and review the incentives required to
transform maize from a predominantly self-consumed crop into a cash commodity serving the needs of
several growing market outlets (processed food, animal feed, breweries). Driven by strong and multiple
demand sources, incentives do exist for greater uptake of productivity techniques (fertilizers, seeds)
and improved maize supply quality (including post-harvest). However, the maize sector continues to be
hampered by multiple market and institutional failures. On the marketing side, maize value chain actors
confront large seasonal price variability and variation in supply and quality. Institutional obstacles include
the lack of an effective legal system and weak commercial and market transactions, all of which limit
the growth potential for the agroprocessing sector. Institutional-type reforms include support to credit
schemes and incentives such as subsidizing collective storage for use in inventory credit (warrantage).
As was pointed out for other commodities, successful institutional reforms hinge on the emergence of
credible and business-oriented producer organizations able to mediate between producers and credit
institutions to facilitate adoption of new technologies and to perform collective purchases and sales.
Maize trade within West Africa is much lower than its potential. However, improving maize intraregional
trade requires a better understanding of the economic and business costs of current barriers to trade, as
well as better communication with policy-makers about the magnitude of the resulting costs to national
food security. Policy-makers also need to be convinced that removing these barriers can generate benefits
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far greater (and more lasting) than the short-term benefits that result from blocking trade based on
narrow temporary concerns about food insecurity within the national borders.

Chapter 15, by Kaminski, Elbehri and Samake, provides an analysis of sorghum and millet in Mali. These
two crops are among the most important commodities for food security for the majority of populations
throughout the Sahel region. Yet these crops have by and large been among the most neglected, with very
little state or policy support despite their huge importance. The widespread cultivation of sorghum and millet
throughout the Sahel arises from their adaptation to the prevalent types of soils in the region (deep and
light-textured, with high water storage capacity), enabling sorghum and millet crops to produce even under
lower rainfall conditions. However, these same soils exhibit low fertility — an endemic problem, requiring
special fertility-enhancing programmes to improve productivity. By and large, sorghum and millet exhibit
very low yields (which could easily be doubled, even with readily available technologies) and most of the
production is used for self-consumption, with highly variable marketable surplus. Consequently, sorghum
and millet value chains remain relatively undeveloped and thinly-traded and experience little processing apart
from small-scale milling. Policy support to improve the productivity of these crops has been virtually absent,
apart from the notable U.S.-funded research programme INTSORMIL (International Sorghum and Millet
Collaborative Research Support Program), which developed improved crop varieties and tested fertilizer and
other management techniques specific to sorghum and millet for the Sahel. Yet these technology innovations
have not been taken up by farmers due to the absence of price and market incentives. The absence of policy
support for these crops is puzzling in light of their importance for national food security. A coherent and
supportive sorghum and millet policy and investment programme should target the following priorities: a)
providing price and credit incentives to encourage higher input uptake and include better-adapted varieties
to boost yields; b) promoting greater marketable surplus by subsidizing producer-run storage facilities
that are able to improve marketing and to manage supply and price risks; ¢) encouraging medium-sized
agroprocessors through subsidized credit and investments and promoting public-private partnerships for
agroprocessing investments to stimulate demand (sorghum- and millet-based brewery uses, animal feed,
and processed and semi-processed food products); d) encouraging demand for sorghum- and millet-derived
food products by strengthening food quality control measures and supporting improved quality packaging
(especially targeting fast-growing urban markets); and e) supporting the emergence of qualified producer
organizations and cooperatives through targeted subsidized investments and training and by building
technical and managerial capacity for leaders to help them improve their market participation.

The final Chapter 16, by Emmanuel, reviews the cassava value chain in Cameroon. Cassava, like maize, is
potentially a very important commodity in West Africa (south of the Sahel) for agricultural transformation
and food security. In Cameroon, cassava is the most consumed staple food (representing 20 percent of
cultivated land and 46 percent of national food crop production). Production is largely labour-intensive, using
traditional techniques that are mostly handled by women. This crop is beset by the same types of bottlenecks
found in other underdeveloped value chains: low yields; unavailability of improved varieties for better/more
efficient processing; inconsistent supplies of cassava by-products; difficult market access/significant market
access constraints; and low level of value chain organization. The chapter reviews a national programme
to boost cassava production that began in 2004. The programme managed to raise yields significantly for
participating farmers, due to the introduction of new and better-yielding varieties. However, the programme
faced serious constraints in processing and marketing, revealing policy and institutional weaknesses along
the cassava value chain. Because of the rapid perishability of cassava, serious logistical and quality constraints
remain to be resolved. One important step is to address post-production handling by targeting semi-
industrial processing in order to unlock the cassava supply potential and open up the multiple marketing
outlets to stimulate both demand and supply of this versatile commaodity. Correcting for marketing problems
would require, among other things, the development of customized market information systems and the
provision of incentives to producer organizations to engage in economic activities, secure access to credit,
improve small-scale cassava processing and develop more efficient marketing options.
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1. Introduction

The food price crisis of 2007/08 provided the needed jolt to West African governments, and elsewhere
among developing countries, to stimulate a new impetus toward staple foods, characterized by: (i)
renewed interest in investments targeting staple food value chains; (i) a recognition of the importance of
considering the whole value chain, including post-production phases; and (iii) an awareness that effective
staple food value chains require the active involvement of both the public sector and private entrepre-
neurs, as well as strong and credible producers’ organizations playing their roles.

Economic studies on staple value chains in West Africa are relatively sparse and only of recent vintage,
having been done mostly in the aftermath of the food price crisis of 2007/08. Moreover, existing studies
tend to be uneven, with relatively more work reported for highly- traded commodities like rice; signifi-
cantly less is known about major import-substitution staples of the region, especially sorghum, millet
and cassava. This volume attempts to close this information gap and to offer a comprehensive and
even-handed analysis on a wide range of staple food systems that are among the most important for
the region.

Staple food crop development presents a number of challenges, given the large numbers of small farmers
involved, the weak mobilization of stakeholders, poor soils and seeds and the inadequate capacity of
smallholder farmers. Staple crops, especially cereals, roots and tubers, can either be stored or directly
consumed on-farm, as well as directed to various market outlets. In West Africa, staple foods currently require
significant upgrading of the agroprocessing capacity, including better coordination strategies between farmers
and agroprocessors. Yet investments in staple food value chains continue to be hampered by the perception
of low incentives and higher risks for farmers and private agribusiness actors. Such challenges require
tackling problems related to the general business environment, weak or inefficient contract enforcement,
infrastructure deficit and diffusion of agricultural research. In addition, building long-term competitiveness
in staple foods is problematic, as soil fertility is a serious and worsening problem, while returns to labour are
relatively low. Given the low productivity and competitiveness of the staple foods in general, there is still a
huge scope for yield and efficiency improvements and for further reductions in unit costs. Clearly there is
a case for active public and private engagement, yet the real question is how, and under what institutional
set-up, this can be achieved, given the specificities of the staple food systems.

Developing staple food value chains requires fresh thinking and a different modus operandi than is used
for export commodities (cotton, coffee, cocoa). Demand drivers for staple food commodities (cereals,
roots and tubers, oilseeds and livestock products) are domestic, and can vary from local to regional
in scope. Staple food commodities present particular development challenges, as they involve a large
and highly heterogeneous number of small-scale producers, where women are often important players
in production, trading and small-scale agroprocessing. Consequently, staples require quite different
development models compared with those that prevail for traditional export commodities.

Policy priorities for rebuilding the productive capacity of West Africa’s agriculture can start by expan-
ding the knowledge base on staple value chains in West Africa, ensuring appropriately targeted public
sector investments combined with private sector engagement to enhance competitive systems, and
promoting smallholder inclusion in the value chain by enhancing the roles and capacities of producers’
organizations.

In this introductory chapter, we provide a brief overview of the key indicators and drivers affecting
demand and supply of staple food value chains in West Africa. Following this Introduction, Section 2
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reviews the demand drivers affecting current and future food demand in West Africa, especially the critical
roles of population growth and rapid urbanization of the region. The section also succinctly reviews broad
highlights of staple food utilization, consumption patterns and overall demand. Section 3 reviews food
supply drivers and summarizes some of the key productivity indicators, such as yield, land use and soil
fertility. Section 4 addresses food trade, which fills the gaps between demand and supply. This section
distinguishes between formal trade flows and the informal trans-border trade within West Africa, which
is very important and has only recently begun to be documented. Section 5 reviews a number of salient
issues specific to some of the major staple food value chains in the region, providing an introductory
preview of the more detailed treatments in the case studies that appear later in this volume.

2. West Africa’s staple food situation: A review of demand drivers

2.1 Population and urbanisation trends

Since 1960, when most West African countries were gaining independence, the total population of
the region (including Cameroon and Chad) was just over 90 million but in the course of 50 years the
population nearly quadrupled, reaching 342 million by 2011 (see Figure 1). Such huge population
growth has had a fundamental impact on the economic position of the region and on the demand on
its resources, including food.

Figure 1. Population growth in millions for West Africa (plus Cameroon and Chad)
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Parallel to the population growth, a second phenomenon, equally significant, was the substantial shift of the
population from predominately rural to urban (see Figure 2 below). Huge migration to the cities produced a
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much faster growth of the urban conglomerations than the average population growth would indicate. This
also changed the balance of the labour force available between urban and rural areas, creating a massive
pressure on food demand as the population of consumers grew more than rural populations (consisting of
both producers and consumers). Equally significant for agricultural and food systems are changing consumer
preferences, which are creating powerful drivers in the demand for some food products.

Figure 2. Rate of urbanization (in %) in West Africa from 1950-2010
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2.2 Food demand trends: utilisation and food consumption
A. Staple food consumption in West Africa: dietary systems and recent trends

West Africa covers a wide range of agro-ecological systems, from arid to semi-arid, sub-humid and humid
climates. These climates dictate what is typically grown and consumed. Consumption patterns vary
according to countries, regions or even localities within the same country that feature diverse climates.
We can identify two large groups of countries on the basis of dominant food consumption (ACI, 2011):

e Countries relying predominantly on cereals. This covers largely the Permanent Insterstate Committee
for Drought Control in the Sahel (CILSS) countries including: Burkina Faso, Chad, The Gambia, Guinea-
Bissau, Mali, Mauritania, Niger, Senegal and Sierra. This group divides into countries relying mostly on
sorghum and millet (Burkina Faso, Chad, The Gambia, Mali and Niger), countries eating mostly wheat
(Mauritania), and rice-eating countries (Guinea-Bissau, Senegal and Sierra Leone)

e Countries from coastal West Africa relying equally on roots and tubers and on cereals for their basic
diets. These include: Benin, Céte d‘lvoire, Ghana, Guinea, Liberia, Nigeria and Togo. In all these countries,
consumption of cassava dominates, followed by yam (except for Cote d'lvoire where yam is preferred
over cassava). Banana plantain is also consumed in significant quantities in Cameroon, Céte d'Ivoire,
Ghana and Guinea. Rice and maize consumption are also high in these countries, reaching at least 85
kg/person/year.
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Table 1 below compares the consumption patterns between the coastal and Sahelian countries. Given its
size and importance in the region, Nigeria is described separately.

Table 1. Caloric consumption (in Kcal/day/inhabitant) in West Africa in 2003

Sahelian Coastal Nigeria

Cereals 1684 934 1253
Maize 191 307 179
Sorghum 374 64 362
Millet 604 36 294
Rice 372 441 284
Wheat 122 116 127
Starchy Roots 29 676 511
Cassava 15 371 249
Yams 4 231 204
Sweet Potato 7 11 37
Oilcrops 75 98 920
Groundnuts 69 66 39
Meat/Livestock 78 54 39
Beef 29 13 12
Poultry 12 15 4
Goats and Sheep 22 5 7

Source: Haggblade et al. (2012), retrieved from FAOSTAT Food Balance Sheets.

B. Consumption patterns and the urban/rural market divide

Much of staple food production in the region is self-consumed, with two-thirds of production consumed
by rural households (ACI, 2011). Among the dry cereals, maize is a relatively more marketed crop, with
a ratio of 58/42 marketed to self-consumed production. Moreover, local rural population centres (as
opposed to large urban centres) are also increasingly sources of food market outlets for cereals, roots and
tubers, as large urban markets continue to lack sufficient market integration.

Urban markets represent a growing marketing outlet for local staple food, accounting for a sizeable share
of total consumption. Estimates for the major consumed products have been placed at 60 percent for
rice, 42 percent for maize, a minimum of 40 percent for roots and tubers, including cassava, 23 percent
for sorghum and 19 percent for millet. Among the cereals consumed in urban markets, rice has by far
the largest share; this share has been estimated at 76 percent in Burkina Faso, 92 percent in Cote d'Ivoire,
60 percent in Ghana and Senegal and 72 percent in Nigeria. For cassava, almost 50 percent of regional
production is consumed outside rural areas.

The expanding of urban markets represents a key driver for the growth of staple food value chains and for
local farming systems. In addition to urbanization and demographic patterns, another demand driver is the
emergence of a middle class more demanding of higher-quality food products and of safe food. This indicates
that there are potential value-generating outlets for local production if adequate marketing and processing
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strategies are harnessed in the region. According to an AFD-CIRAD-IFAD (2011) (henceforth ACI study), urban
markets represent FCFA 150 000 to 200 000 of purchasing power per inhabitant, thus forming a major staple
food demand source in the region — far greater than export market outlets. For example, in Burkina Faso in
2009, staple food urban markets (the retail end markets) generated USD 297 million of transactions, whereas
export markets registered only USD 260 million of revenues. In Céte d'Ivoire, local urban markets generated
USD 1 090 million compared with USD 634 million of export revenues. In Senegal, local urban markets
generated USD 740 million against USD 34 million of export revenues (ACI 2011).

é )

Box 1. The phenomenal surge of rice consumption in West Africa: A combination of population
growth, urbanization, and import facilitation policies

Rice is among the staple foods most tightly connected with increased urbanization in West Africa, as
a result of its greater reliance on imports and import-easing policies. Rice demand has been rising at a
sustained pace since the 1960s and has been mostly satisfied through imports. Rice consumption in West
Africa grew from an average of 1.3 million MT in the 1960s to nearly 6 million MT in the 1990s and almost
10 million by 2006. Population growth accounts for much, but not all, of this increase: consumption grew
from 13 kg per person in the 1960s to 19 kg per person by 2006. Population growth (which averaged
2.7 percent through the 1990s, easing slightly to 2.6 percent between 2000 and 2005) cannot explain
the accelerated increase in rice consumption over the last few years. This seems rather to be principally
the result of two factors: income growth and urbanization. In West Africa, rice consumption complements
other staples, such as sorghum and millet, as these foods tend to be consumed at different times of the
day. Variants of sorghum, millet and rice are also consumed as cakes or fritters, mostly as street food or
snacks. The main substitutes for rice in urban areas are cassava (gari, fufu) or pounded yam and banku
(made with maize) or acheke.

Consumer preferences vary greatly between and within countries. Rice preferences, for example vary
across markets. In Ghana, 5 percent broken non-aromatic Thai rice dominates but aromatic jasmine Thai
rice has gained market share, representing over 20 percent of rice imports in recent years.

The West African rice market is increasingly heterogeneous, as reflected in the procurement practices
of several large international rice importers, such as Louis Dreyfus, Olam, CIC and others, who operate
through individual country offices that understand and cater to the specific needs and preferences of
consumers in those countries.

In many West African markets, local rice continues to be hampered by lower quality (higher levels of
impurities), resulting in discounted prices and lower demand. The preference for imported over local rice is
more prevalent in the coastal countries that depend more on such imports. However, in Mali and Guinea,
consumers prefer local rice in terms of freshness and taste. Local rice also plays an important role in certain
urban markets in Senegal (Saint Louis area) and in Nigeria (Kano area) (USAID, 2011).
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Box 1. The phenomenal surge of rice consumption in West Africa: A combination of population
growth, urbanization, and import facilitation policies (Cont.)

According to the Africa Rice Center, consumer preferences in West Africa can be summarized as follows:

(@) Long-grain white rice with an intermediate level of starch dominates the markets in most of West Africa,
except for those markets that prefer parboiled or broken rice (see below). Preferences for broken rice differ
between countries. In Ghana, most consumers prefer rice 0-5 percent broken, but 25 percent broken is also
used in limited quantities, and 100 percent aromatic broken rice from India and Pakistan can also be sold. In
Burkina Faso, Cote d'lvoire and Mali, the predominant consumer preference is for 25 percent broken rice.

(b) Broken rice is sold as a low-quality, low-cost product in most markets, but is the preferred rice product in
Senegal and Mauritania. According to Slayton, about 500 000 MT of Thai Jasmine broken rice is typically
imported into West Africa, with three-quarters of this amount imported by Senegal and about 15 percent
by Mauritania. Overall imports of broken rice to West Africa are calculated by ITC using UN COMTRADE
data at 1.5 million MT, of which 50 percent is imported by Senegal (USAID, 2011).

() Parboiled rice can be either of high quality (with a golden tinge) or low quality (with a dark color and
sometimes an odor). Burkina Faso transforms a large share of its rice production into parboiled rice; this is
done mostly by women. Nigeria is one of the largest importers of fully-milled, high-quality parboiled rice
and Liberia is one of West Africa’s top importers of low-quality parboiled rice.

(d) Aromatic rice is a growing rice market segment that commands premium prices (USD 300-400/MT over
non-aromatic rice) and is imported mainly from Thailand (the benchmark) and Viet Nam. Ghana started the
trend toward this rice market segment, but it is also gaining popularity in other parts of West Africa.

Since 60 percent of West Africans are projected to live in urban areas by 2020 and the number of cities with
more than 100 000 inhabitants will grow from 78 in 2006 to more than 200 in 2030, demand for imported
staples such as rice is likely to increase. This requires a significantly upgraded staple food processing capacity in
the region.

C. Staple crops and non-food markets

Staple food crops can serve a whole range of market outlets outside of direct food consumption. Staples
like maize?and cassava?® can be used as raw inputs into a wide range of food, feed and industrial products,
offering endless possibilities for agroprocessing development and huge multiplier effects within the local
or regional economies.

2 Maize flour, or meal (sadza, nshima, ugali and mealie pap in Africa); maize meal (replacement for wheat flour); corn-
bread and other baked products; corn syrup (sweetener instead of sugar) in thousands of food products such as soda,
candy, cookies and bread; cornstarch (a thickening agent in soups); corn for feeding cows, hogs, catfish and chickens.

3 Cassava uses include starch for adhesives, corrugated boards, gums, wallpaper, foundries, well-drilling, paper
industry, textile industry, wood furniture, particleboard; biofuels; alcohol products; dusting powders; drugs; plastics;
packaging; stain remover; concrete stabilizer; and remoistening gums.
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Figure 3 below summarizes the shares of three types of uses (food, feed and industrial processing) for
maize, cassava and millet for the top six producers in West Africa.

Figure 3. Staple crop utilization shares (in %) by top producers (2009)
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Maize

Looking at maize utilization by country in the region, we observe growth in maize feed use, though
with a high degree of variability across countries and areas. In Benin, maize feed use represents two-
thirds of national supplies, up from less than 8 percent in the early 1990s. Burkina Faso has a low
maize processing capacity, given that 92 percent of national supply is used directly as food. For Mali
and Cameroon, the maize food share has declined from 80 percent to 55 percent over the same period.
It has remained at around 70 percent in Togo, 65 percent in Coéte d'lvoire and around 55 percent in
Nigeria over the last two decades. Ghana has exhibited a significant increase in maize feed use, from 40
percent in 1990 to 55 percent recently. However, processed products continue to represent a marginal
share for maize, although this has actually decreased.
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Cassava

A review of cassava utilization trends in the last two decades shows that the share of production for
non-food use has been growing in many countries, such as Benin and Nigeria. In Nigeria, feed use has
overtaken food use in recent years, now representing around half of its national supplies, compared with
only one-third in the early 1990s. In Benin, cassava food consumption has been growing steadily, but
non-food use has grown even faster. In Cameroon, there is little movement in processed cassava while
food consumption has risen sharply in recent years. (See Chapter 16 for a detailed treatment of market-
ing and processing constraints on cassava in Cameroon.) In Ghana, feed uses have increased from 15
percent to 25 percent of national supplies, while other utilizations have remained around 30-35 percent.
Overall for cassava in West Africa, the share of feed use grew from 23 percent to 37 percent of regional
supplies between 1990 and 2009.

Millet

Millet is produced largely for direct food consumption, although a small share of millet goes to other
uses. In Senegal, about 100 000 tonnes (or 20 percent of total production) is for non-food use; this share
has increased in recent years, rising to one-third of total millet, with two-thirds going for direct food
consumption. In Guinea, there has also been an increase in non-food use for millet in recent years. One
can find the same trend for Mali, showing a slow increase of non-food millet use over the last decade,
although food consumption of millet has grown faster over the same period. Some countries, such as
Senegal and Guinea, have diversified millet somewhat towards other utilizations.

Oilseeds

Most of the oilseed production (groundnuts and palm oil) increasingly targets export markets and is less
and less directed to regional ones. For palm oil, most top-producing countries split the production between
domestic use for food consumption and for exports (to neighbouring countries or internationally). Cote
d’Ivoire has the highest self-consumption level of palm oil, with 95 percent of output locally consumed
as food, compared to 40 percent for Cameroon and Nigeria and only one-third for Ghana. Over time,
the share of palm oil exports has increased for the top producers, especially Ghana (from one-third to
two-thirds) and Nigeria (from 30 percent to 70 percent of production exported).

Livestock and meat products

The livestock sector in West Africa could be called the “silent giant”. The sector is huge, with over 60
million head of cattle, 160 million small ruminants, and 400 million poultry (OECD/CSAQ). In addition to
its importance for food security and nutrition, providing protein sources which are in deficit in the region
as a whole, livestock plays an enormous role as a source of capital and security for small-scale herders and
farmers. Yet despite this fact, livestock is not given the investment priority it deserves and consequently
production continues to be seriously underdeveloped.

Consumption statistics are scant as well, and no reliable analyses quantifying household meat and protein
consumption in the region have been made. Some information on the consumption of poultry is beginning to
emerge, as this subsector is showing signs of growth in some markets, especially in coastal countries near large
urban agglomerations. It is believed that poultry consumption is mainly sourced from domestic production, which
accounts for over 80 percent of consumption (Schneider and Plotnick, 2010), although imports of frozen chicken
have been rising, especially from Brazil and the European Union (EU). Poultry consumption is projected to grow
and to rely increasingly on imports (especially European-subsidized, poultry-related by-products). A widening gap
between regional production and demand is anticipated. Currently, imports represent only 28 percent of the
consumption markets (FAOSTAT, 2012). Indeed, the gap between domestic production and demand has been
increasing over the years, from 16 000 MT in 1990 to 50 000 MT in 2000, and is expected to increase further to
62 000 MT by 2015 (Dieye et al., 2004).



Chapter 1. West Africa staple food systems: An overview of trends and indicators of demand, supply, and trade 1

3. Staple food in West Africa: An overview of supply drivers

3.1 Strengthening the production-supporting environment

In this section we will review briefly the state of the key drivers affecting unit cost of production, including
infrastructure (hard and soft), land, energy and other inputs, as well as the institutional setting, such as the
business environment, legal enforcement of rules and transparency, and bureaucratic red tape and other
transaction impediments. Attention to all these elements is essential to enable rebuilding of the productive
capacity of the staple food systems and to strengthen agroprocessing and market creation opportunities.
This should stimulate demand for enhanced production and delivery of high-quality, high-value products,
equally benefiting small-scale producers and small businesses, as well as larger-scale operators.

A. infrastructure (roads; communications)

Hard Infrastructure: The provision of infrastructure is essentially a public responsibility, although there are
opportunities to engage the private sector in joint investments under appropriately designed public/private
partnerships (PPPs). The lack of paved roads (see Figure 4 below) and well-maintained infrastructures is an
impediment to market and business operations and slows down prospects for faster integration. Such a sub-
optimal state of road infrastructure also raises business and market risks, increases lead time and costs and
hampers competitiveness. Infrastructural constraints (transport, communications) also seriously impede farmers’
responses to market price signals and value chain incentives. In West Africa, it is estimated that about 40 percent
of the cost of food comprises just transport costs.

Figure 4. Share of paved roads (2004)
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Soft Infrastructure: The lack of adequate communication infrastructure seriously impedes trade,
especially for landlocked countries. The latter are doubly handicapped by poor road conditions as
well as inefficient regulation of the trucking industry, resulting in exorbitant inland transport prices
(Teravaninthorn and Raballand, 2008), which are much higher than in other parts of sub-Saharan
Africa. According to a 2009 World Bank report, only 16 percent of roads in Burkina Faso are paved
and require low maintenance. Air freight is constrained by the large number of low-capacity airports.
Trans-border trade is also costly because of inefficient custom institutions, in spite of the revival of trade
corridors between Togo, Ghana and Benin. Poor phone networks (despite improvements for mobile
access) and Internet, along with high associated costs, deprive business operators of the opportunity
to lower transaction costs and enhance business and marketing.

B. Energy use, utilities and costs

Data on electricity and energy use on a per capita basis reveals the serious deficit for West Africa as a region.
There has been no progress in building up the energy infrastructure needed since the early 1970s, beyond
keeping up with population growth (as shown by the flat lines for West Africa in Figures 5A and 5B below).
By contrast, among developing countries, North Africa and the Near East showed robust and steady growth
on par with the trends observed in Latin America. The bleak energy use picture for West Africa is closely linked
to the very limited agroprocessing capacity, which continues to languish from insufficient energy availability
and high energy costs.

Figure 5. Electric power consumption (kwh per capita) and energy use (kg oil equiv. per capita)
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Unreliable power supplies are a huge constraint and entail additional costs and loss of competitiveness
for the countries which suffer from them, such as Benin and Burkina Faso, as shown in Figure 6 below.
Where the electricity potential is limited and imports are significant, associated difficulties may rise in
conjunction with other failures, such as the monopolistic distribution seen in Burkina Faso (high prices
and low quality of provision).
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Figure 6. Cost of electricity in some West African countries (CFAF/ Kwh)
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C. Regulation and corruption
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Nigeria
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Enforcement and credibility of the rule of law and the formal regulatory framework are major factors
determining the business environment and their deficiency can pose a serious impediment to investment and
to food agroprocessing development. A study by the World Bank, covering many West African countries,
quantified these costs for private enterprises. Results are summarized in Table 2 below. The addition of security
costs and costly time to import and export costs means that between 5 and 8 percent of sales are lost due to
the aforementioned inefficiencies, putting a strong constraint on overall competitiveness.

Table 2. Indirect and invisible costs as percentages of firms’ sales

Indirect costs

‘ Invisible costs

Cost of

Cost of

Cost of

Transport  Telecom  Customs  Losses Total
due to manager's  corruption:  security indirect
power time to informal measures  gnq
outages  deal with payments invisible

regula- to get costs

tions things

done

Burkina 2.23 0.70 1.63 1.20 0.05 1.48 0.86 8.20
Faso, 2006
Benin, - - 0.48 1.16 0.06 4.27 0.57 6.55
2004
Mali, 1.96 0.86 0.26 1.39 0.05 0.24 0.12 4.60
2007
Uganda, 1.08 0.50 0.52 28.16 0.06 2.18 0.43 32.93
2006
Zambia, 0.61 0.71 0.68 1.79 0.04 0.05 0.93 4.81
2007

Source: World Bank, Enterprise Surveys (2004-2007) Estimates are based on at least 15 observations.
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D. Transport

Transport services play a significant role in marketing and trading costs. The current status of transport
services in West Africa constitutes a serious impediment to further development and expansion of intra-
regional trade, in light of the huge untapped potential. In West Africa, transport costs (vehicle opera-
tion, license insurance, tolls, etc.) are higher compared with other regions in Africa. Transport tends to
offer lower-quality services at higher prices, due in large measure to the regulations and market access
barriers imposed on the trucking industry, as well as the corruption practices in freight-sharing schemes
that tolerate the continued operation of older fleets. Generally, bad road conditions are the main cause
of high variable operating costs, as they increase fuel consumption and maintenance costs, as well as
reducing the longevity of vehicles (Teravaninthorn and Raballand, 2008).

In West Africa, even within the international corridor routes where road quality is good or adequate,
transport costs are still too high owing to the influence of truck cartels (informal market-sharing
arrangements), existing regulations (through freight bureaus and shippers’ councils) and the absence
of competition from alternative transportation (rail services).

E. Investments- research and agricultural productivity

In West Africa, spending on research and development (R&D) is minimal, averaging about 0.25 percent of
gross domestic product (GDP), with no change since the 1990s.4 This is minimal even compared with else-
where in Africa (overall Africa’s spending on R&D averaged over 0.55 percent). According to an Agricultural
Science and Technology Indicators (ASTI) global assessment report on agricultural R&D for 2012 (Bientema et
al., 2012), during 2000 2008, close to half of the reported countries in sub-Saharan Africa recorded negative
yearly growth in public agricultural R&D spending, ranging from - 0.2 to - 12.0 percent per year, despite an
overall aggregate spending increase for sub-Saharan Africa by about a third for the same period. The declin-
ing spending levels were particularly severe in French-speaking West Africa. For a number of West African
countries, such as Burkina Faso, Guinea, Senegal and Togo, the completion of large donor-funded projects
with World Bank financing, left a significant lack of R&D in these countries (IFPRI, 2012).

Figure 7. R&D share of total GDP for West Africa and other comparable regions and the world
(averaged over the period 1997-2009; various reporting years)
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410-year average for reporting countries: Burkina Faso, Ghana, Mali, Nigeria and Senegal (World Bank, WDI).
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Figure 8. Trends in total factor productivity for sub-Saharan Africa and other developing regions
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Developing countries that sustained higher agricultural growth since the 1980s — measured as
total factor productivity (TFP) — demonstrated a strong commitment to complementary policies and
institutional reforms besides increased agricultural R&D spending. Among these reforms are improved
incentives for farmers, macroeconomic stability, relatively strong extension and rural education
systems, and improved rural infrastructure and market access (Bientema et al., 2012)

Available data show that more than 50 percent of total foreign direct investment (FDI) inflows to
sub-Saharan Africa target natural resource sectors. The agricultural sector in the region has attracted
modest FDI. A United Nations Conference on Trade and Development (UNCTAD) FDI brief shows that
in the case of Nigeria, the FDI stock in the country is 17 times higher for extractive industry compared
with agriculture (USD 6417 million compared with USD 386 million in 1992). Moreover, most of the
agriculturally-oriented FDI is geared to high-value export commodities. Examples from the 1990s show
that the major FDI projects include Del Monte’s investment of more than USD 9 million in bananas in
Cameroon, Lonrho’s USD 7.5 million investment in tea estates in Tanzania, and Aberfoyle Holding's
multimillion dollar investment in palm oil in Zimbabwe (Mugabe, undated).

It is not surprising that agricultural productivity (measured as agricultural value added per 100 workers)
remains relatively low compared with other developing regions, as shown in Figure 9 below. In contrast
to West Africa, the low rates for developing Asia reflect a much higher population density rather than
low productivity per se.
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Figure 9. Agricultural productivity (agricultural value added per worker)
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Having reviewed a number of key economic indicators affecting the food supply potential of West Africa,
we now turn to the staple food systems, describe their production patterns and review their current
productivity status and potential, with particular reference to the key staple food crops in the region.
Among the productivity variables we will review are the yield patterns, as well as soil fertility — a key
impediment to future food productivity growth in the region.

3.2. Staple food production: composition and trends

Compared with other regions, West Africa (and similarly elsewhere in Africa) started out with a
relatively high ratio of land per capita (over 2/3 ha per capita in 1960). But since then, the strong
population growth has significantly reduced this ratio to less than 1/3 ha per capita. Compared with
Latin America, West Africa had over 50 percent more land per capita in the beginning of the 1960s;
however, that advantage all but disappeared with both regions reaching the same level — around 0.26
ha per capita — by 2009.
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Figure 10. Available land per capita in West Africa and other regions (ha per capita)
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B. What food does West Africa produces?

The major food crops produced in West Africa are reported in Table 3 and in Figures 11 and 12. We see
from Table 3 the predominance of cereals and roots and tubers in the top 10 crops, but also a variety of
other cash crops, fruits and vegetables in the top 20. The region also has a extensive livestock production,
averaging over 216 million head of cattle, 69 million head of sheep and goats and over 450 million head
of chicken for the period 2005-2010. In Figure 11, we see the geographical distribution of the major food
crops, with the Sahel countries dominated by cereals (sorghum, millet, maize, rice and fonio); further south

in the coastal countries we also find roots and tubers (cassava, yams and plantain).

Figure 11. Geographical distribution of the major food crops in West Africa

Source: Bureau Issala, Chaléard J.L. and SWAC; extracted from Blein et al. (2008)
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Table 3. Top 20 food crops in West Africa ranked in terms of production volume, value and acreage (average 2005-2010)

Production acreage Production Quantity Value
(in 1000 ha)* (in 1000 tonnes)* (current million US$)*
Crop Average Rank Crop Average Rank Crop Average Rank
2005-2010 2005-2010 2005-2010
Millet 16,68 1 Cassava 65,66 1 Yams 24.996 1
Sorghum 14,79 2 Yams 47,54 2 Cassava 13.569 2
Cow peas, dry 9,92 3 Oil palm 15,20 3 Rice, paddy 9.358 3
Maize 8,83 4 Maize 14,98 4 Maize 5.749 4
Groundnuts 6,38 5 Sorghum 14,65 5 Sorghum 5.603 5
Cocoa beans 5,95 6 Millet 14,51 6 Millet 5.236 6
Cassava 5,76 7 Plantains 10,62 7 Plantains 4.666 7
Rice, paddy 5,55 8 Rice, paddy 10,10 8 Vegetables, fresh 4.627 8
Yams 4,38 9 Vegetables 7,71 9 Citrus 4119 9
Oil palm fruit 4,24 10 Taro (cocoyam) 7,69 10 Cocoa beans 3.535 10
Seed cotton 2,24 11 Sugar cane 7,17 [N Groundnuts 3.031 1M1
Cashew nuts 1,73 12 Groundnuts 6,95 12 Cow peas, dry 2.967 12
Plantains 1,52 13 Cow peas, dry 4,72 13 Palm oil 2.859 13
Sweet potatoes 1,30 14 Sweet potatoes 4,20 14 Chillies/green peppers  2.182 14
Taro (cocoyam) 1,14 15 Citrus 3,95 15 Tomatoes 2.083 15
Vegetables 1,05 16 Tomatoes 3,25 16 Taro (cocoyam) 1.762 16
Coffee, green 0,96 17 Cocoa beans 2,71 17 Cashew nuts 1.717 17
Pulses, nes 0,82 18 Seed cotton 2,36 18 Maize, green 1.441 18
Melonseed 0,82 19 Other fruit 1,98 19 Sweet potatoes 1.415 19
Citrus 0,80 20 Onions, dry 1,95 20 Onions, dry 1.108 20

Source: FAOSTAT (2012); *Note: The data is for West Africa plus Cameroun and Chad; for value of production Chad is not included.
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Figure 12.* Top commodities produced in terms of volume (12A), acreage (12B) and value (12C)
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Nigeria represents about half of West Africa in terms of population, and the size of its economy dwarfs the
other countries of the region. For most staples, Nigeria alone produces half or more than half the production
of all the rest of the region’s countries. However, the growth rate of Nigerian staple production has been
slower than in neighbouring countries, allowing them to catch up with Nigeria and chip away at its regional
market share (Figure 13).
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Figure 13. Nigeria's share of staple crop production in West Africa (MT)
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In terms of production patterns, staple food production, on aggregate, has increased more slowly during
the 1990s but the pace has picked up since 2000. The trends are general across staple crops and for many
countries of the region. Maize, rice, and cassava production have exhibited the highest per annum growth
rates (by a factor of between 2 and 2.7) while sorghum and millet have increased more modestly (by a
factor of 1.5)° The growth of production has been based on bringing more land into production, with some
increase in labour and land productivity as well. However, these modest productivity increases are way below
the levels required to ensure better food security and reduced trade deficits. Further productivity increase is
highly likely since the yields of most crops are currently rather low compared with yields in other African and
developing countries.

a) Cereal production in WA

Cereal production trends by crop are reported in Figures 14A to 14D.

> Production growth has also been significant for other roots and tubers, such as potatoes which have been multi-
plied by 10 times since the 1980s (AFD-CIRAD-IFAD 2011).
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Figure 14. Cereal production trends in West Africa since 1990
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The ACI study (2011) showed that in both rural and urban areas, regional demand for rice has far
outpaced production levels since the middle of the 1970s; the gaps have been filled with ever-increasing
imports, especially from Asia. Almost half of the rice consumption (48 percent) is currently from imports;
urban consumers do not turn more to local crops, even when rice prices increase. Countries like Cote
d’lvoire, Ghana and Senegal produce less than half of their consumption. Consumption projections by
2025 show a doubling in rice demand (mostly driven by urban markets), which would require tripling
of production if greater reliance on imports is to be avoided.

Figure 14A above shows that during the period from 1990 to 2009, there was hardly any change in
production for Cote d'lvoire, a steady increase for Guinea, and erratic production changes for Nigeria.
Several other West African countries boosted their production since 2007, notably Sierra Leone. The
most dramatic rice production increase took place in Mali, since the onset of the food crisis in 2007/08.

For maize (Figure 14B), apart from Nigeria (which alone produces as much as the next top seven countries
in the region and where maize production has been fluctuating), the production patterns for maize among
the top producers showed a relative stagnation during the 1990s but with some increases from 2000 to
the present. Benin, Cameroon and Ghana have seen maize production go up since 2000. Burkina Faso’s
production has been steadily rising since the mid-1990s, while Mali has experienced the most dramatic maize
production increase since 2008, with a trend similar to the one experienced for rice.
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The top sorghum producers, outside of Nigeria, all exhibited a slight increase in production during the
last decade (mostly since 2000. Figure 14C). Mali experienced a relatively sharp increase in sorghum
production between 2005 and 2009, while in Chad, sorghum production only slowly trended upward
since 2000. Burkina Faso is the second largest sorghum producer (outside Nigeria) but production levels
are quite variable from year to year.

For millet, there was no significant production increase in the region and there was only a slow increase
among the top producers (outside Nigeria), with the exception of Niger (Figure 14D). At the aggregate
regional level, production has been more or less stable during the 1990s throughout the region but
increased during the last decade as areas expanded; one possible explanation is that farmers returned
to millet as some traditional export crops were contracting due to collapsing prices. Chad has been
steadily and slowly raising its production, now reaching a level of 0.5 million tonnes — about the same
level as Senegal. The latter has not significantly increased its millet production before 2009.

Overall, the current patterns of millet and sorghum production would not be sufficient to meet
expected demand increases (from 35 to75 kg/capita/year), especially in rural Sahelian areas (ACI, 2011).
Even a production boost of 20 percent will not come close to meeting the increasing consumption
demand. Regional deficits of 4.8 million tonnes of millet and 2.5 million tonnes of sorghum by 2050
are to be expected if further productivity increases are not realized.

b) Roots and tubers

Figure 15. Top West African cassava producers (x 1000 tonnes)
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Very little has changed among the small producing countries in the region over the last two decades, due
principally to the fact that data for cassava are not collected in as consistent a manner as for other staple
crops. Among the five top producing countries (producing over 1 million tonnes by 2010), Ghana has expe-
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rienced the most dramatic production increase, growing from 6 million tonnes in 1991 to over 13 million
tonnes in 2010. The other big producers (Benin, Cameroon and Cote d’lvoire) also increased cassava
production but at a slower rate. The regional giant (Nigeria) increased cassava production from about 20
million tonnes in 1990 to over 45 million tonnes around 2008 but dropped below 40 million by 2010.

¢) Vegetable oils: The rising oil palm and the contracting groundnuts

Figure 16. Top 4 palm oil producers in West Africa (x 1000 tonnes)
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The main growth in palm oil production over the last two decades has been in Nigeria, where
production rose by 84 percent from 1990 to 2010; production for all other countries in the region,
including Cameroon, contracted by an aggregate 22 percent over the 1990 to 2010 period. Hence, all
the West African growth in palm oil production appears to be solely the result of production expansion
in Nigeria — although poor data collection might also be responsible for this observation.

Oilseed regional production remains low (palm oil and groundnut production only represent 3 percent
of global oilseeds production and 1 percent of global exports) compared with the global demand and
the huge export potential for West Africa (FAOSTAT 2012).

Table 4. Palm oil and groundnuts production and consumption trends in West Africa 1990-2010

Palm oil Groundnuts Groundnuts Palm oil Groundnuts
production production yields consumption consumption
(with shell)
1990 1.2 MT 2.6 MT 978 kg/Ha 1.1 MT 2.4 MT
2000 1.5MT 5.2 MT 1132 kg/Ha 1.6 MT 5.4 MT
2010 2 MT 6.4 MT 978 kg/Ha 2.7 MT 6.4 MT
90-2000 AAGR 2.3% 7.2% 1.5% 3.8 % 8.4 %
2000-10 AAGR 2.9% 2.1% -1.5% 5.4 % 1.7 %

Source: FAOSTAT (2012); AAGR: average annual growth.
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d) Livestock products

The livestock sector occupies an important place in West African economies. The region has about 25 percent
of the cattle in sub-Saharan Africa, 33 percent of the sheep, 40 percent of the goats and 20 percent of the
camels (Mulumba et al., 2008). The share of animal production in agricultural GDP ranges from 5 percent in
Cote d'lvoire to 44 percent in Mali. In the landlocked countries of the Sahel, the contribution of livestock to
agricultural GDP is 40 percent.

Animal production systems can be roughly divided between purely pastoral systems, livestock mixed with
farming, and small ruminant rearing. Pastoral systems account for a third of the cattle and half of the small
ruminants, but supply 60 percent of cattle meat, 40 percent of small ruminant meat and 70 percent of milk.
Agropastoral or mixed small farming systems are expanding, relative to purely pastoral systems. Rearing of
monogastric livestock plays an important part in the economies of the coastal countries. In this re-gard, West
Africa is the main producer of pig meat on the continent, with Burkina Faso, Cameroon and Nigeria leading
the way. Pig meat production has undergone major growth since 1980, rising from 106 000 tonnes in that
year to 330 000 tonnes in 2005 (Mulumba et al., 2008). Poultry production (broilers and eggs) has experi-
enced a similar pattern of growth over the last two decades, starting from slightly more than 300 000 tonnes
in the early 1990s, increasing to 495 055 tonnes in 2007 and 551 386 tonnes last year (FAOSTAT, 2012).

However, regional production of meat and dairy is still far from meeting the increasing demand from popula-
tion and urban growth. By 2015, demand is estimated to reach 3.5 million tonnes for meat products (from
cattle, small ruminants, poultry and pigs) and 4.5 million tonnes for dairy products. While production has
doubled since 1961, with an annual average growth of 2 percent, progress has been erratic, oscillating
between periods of growth followed by years of decline ( 2.2 percent in 1971 and 1975 and 5.0 percent
between 1986 and 1989). The region is also uneven in terms of livestock production per capita. Although
Nigeria produced 280 000 tonnes of meat, or 33 percent of regional production in 2005, at country level this
represented only 2.13 kg per inhabitant, a per capita production lower than the regional average (Mulumba
etal., 2008). In the Sahel countries, annual per capita beef and veal production is higher than in Nigeria (8 kg
in Burkina Faso, 7 kg in Mali and 6 kg in Niger). Dairy production per head of cattle is low compared with
potential. Gongalves (1995) estimated milk yields to vary from 0.5 2 L per day, depending on the breed, style
of livestock management and milk-ing method. It was generally accepted that breeds yielding 0.5 L per day
could produce more than 2 L with management and feed improvements (Agyemang et al., 1997).

The West African region is recognized as a reservoir of great genetic diversity, with multi-functional livestock
rearing. About 13 cattle breeds of the shorthorn type and 12 of the zebu type have been recorded in the
region. Yet the intrinsic zootechnical characteristics of small ruminants, poultry and pigs are not well-docu-
mented, even as their genetic diversity and the potential for increasing their meat yields (from large animals)
and milk yields (from sheep and goats) are undisputable (Gbangboche et al., 2005).

Protein consumption required for minimum daily nutrition is far from being met on average in the region. The
minimum calories required by a 65 kg person in a situation of food security is 2 400 kcal (the norm established
by FAQO), which is generally supplied by cereals and roots and tubers. The diet should also include at least 55
g of protein for the well-nourished —although it can be as low as 17 g for the less affluent. At the regional
level, however, per capita daily consumption is about 2 320 kcal, lower than the FAO norm. Moreover, protein
deficiency is more widespread in the coastal countries, where the typical diet contains only 45 g of protein,
as against 60 g in the Sahel countries.

Intraregional trade in livestock is insufficient considering its potential, but generally follows a flow from land-
locked Sahel countries towards the coastal areas. West Africa can be divided into three large blocks: (i) the
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countries of the Gulf of Guinea (Benin, Cameroon, Céte d'lvoire, Ghana, Nigeria and Togo), the countries on
the Atlantic seaboard (the Gambia, Guinea, Guinea Bissau, Liberia, Mauritania, Senegal and Sierra Leone) and
the land-locked countries of the Sahel (Burkina Faso, Chad, Mali and Niger). Apart from Nigeria, the countries
on the Gulf of Guinea are net importers of livestock products, those on the Atlantic seaboard trade very little
among themselves, and the land-locked countries basically supply those on the Gulf of Guinea (except for
Cameroon) with products from the beef and veal commodity chains. For example, between 2000 and 2003,
Mali exported close to 6 500 tonnes of live cattle to Senegal (valued at CFAF 5.75 billion or over 12 million
USD) and 16 617 tonnes to Cote d'Ivoire (valued at CFAF 11.84 billion or over 25 million USD).

3.3 Crop productivity trends
A. Soil fertility

Tackling the soil fertility problem is a key prerequisite for rebuilding West Africa productive potential.
More than half of food production in the Sahel countries is composed of sorghum and millet, two
cereals typically grown in dry areas. As soon as rainfall is higher or when irrigation is possible, these
crops are replaced by maize or rice, crops more preferred by urban consumers.

Soil fertility trends in the region are a cause for concern. From the agro-ecological perspective, the production
of millet and grain sorghum, particularly in the Sahel, has historically developed on the lighter soils of the
region (e.g. the groundnut basin of Senegal, the Maradi zone in Niger) which provide several advantages,
such as reducing manual fieldwork hardship, simplifying the preparation of land and allowing for early
planting (Jouve, 2012). But their main advantage lies in the water retention properties of these soils, a result
of the sandy texture, which limits direct evaporation, minimizes runoff and optimizes the absorption of rainfall
and depth to store almost all rainwater. All these properties have helped these soils adapt to the aridity and
favoured crops like sorghum and millet. The downside is that soil fertility is very fleeting and decreases precipi-
tously after a few years of cultivation, resulting in a reduction in crop yield. These sandy light soils have a low
content of clay humus complex — an important source of minerals that can be released into the soil for plant
use and nourishment. This clay humus/mineral deficiency depletes these soils of needed fertility rather quickly
after a few years of cropping which can show up in lower yields. The concern is that this is not an isolated
situation but covers a large swath of cultivated lands in the region.

When population density was low, farmers could practice long fallow periods (leaving the land to rest
from cropping), which allowed soil fertility restoration. But this is no longer possible, due to mounting
population pressures and resulting expansion of cultivated lands. As less and less fallowing is practiced,
the change is reflected in increased rates of soil fertility loss and consequently in the negative impact
on yields (Jouve, 2012). Alternative soil fertility management strategies are required if yields are to
increase or be maintained. Such management of soil fertility would ideally combine mineral and organic
fertilizers. New methods of fertility restoration would include cereal-legume association, application of
manure or compost and the introduction of trees in the cultivated area. These practices are known and
already practiced on a small scale by farmers, especially near their farms (thus giving these management
systems an intensive character). But the bulk of cultivated land is not affected; consequently, for much
of the land, there is a regressive evolution of fertility resulting from lower yields.

The use of fertilizers is essential, especially phosphate for which soils are generally deficient. Similarly, the
addition of nitrogen has a quick and positive impact on the increase in biomass and yield (as shown by tests
conducted by FAO, ICRISAT, and IFDC). However, soil fertility cannot be managed solely through continuous
input of mineral fertilizer, as this can cause the acidification of soils over the long term. It is also necessary
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to use other methods of managing this endogenous fertility. Given the low levels of fertilizer use in West
Africa (as shown by Figure 17 below), there is still more scope to improve fertility through use of a judicious

management system.

Figure 17. Fertilizer consumption in West Africa, 2007-2009
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B. Staple crop yields

i) Cereals
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Cereal yields in the region can easily double if soil fertility is improved. This necessarily requires improving access to
inputs, and thus to credits. Such a yield boost also requires finding ways to minimize climate risks to production in
dry areas, such as improving individual and collective storage, as well as stabilizing prices, given that price variability

is the main economic risk confronting the small farmers of the region.
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Figure 18. Cereal yield trends in West Africa
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Figure 18 shows the cereal yield trends for the main crops since 1990. Overall, rice yields stagnated over
the last two decades and only picked up in the last four years (following the food crisis of 2007/08).
Cote d'lvoire, a big rice producer in the region, experienced no yield changes over the period; however,
notable yield increases were observed for Nigeria and the most notable yield increase was in Mali.
Typically, rice yields vary from 1 tonne to a little under 4 tonnes per ha, depending on the performance
of irrigation and lowland cultivation techniques (ACI 2011).

For most countries, maize yields have also stagnated since the 1990s. Céte d'Ivoire experienced a maize
yield boost for about five years during the second half of the 1990s but then yields stagnated after that.
Mali, by contrast, has experienced a slow yield improvement since 2002 and a sharp yield boost since
2008, after the launching of a national maize initiative with distribution of inputs, notably fertilizer,
which markedly affected maize yields.

Sorghum yields are very low, below 1 tonne per ha for all countries except Nigeria, whose sorghum
yields are also quite low, as they remain below 1.4 tonne per ha. Yields elsewhere are also low and
highly variable, with no noticeable trends since the 1990s.

Millet yields are low and stagnant; most are below 1 tonne per ha (except for Nigeria). One of the
region’s top producers, Niger, averages only 0.5 tonne per ha. The other big producers (Mali and
Senegal) have yields that are stagnated between 0.5 and 1 tonne per ha.

With these low yields it is very difficult to contemplate development of a value chain with marketable
surplus leading to processing opportunities. The key challenge remains low yields; however, given the
yield gaps, the potential for growth is huge.

Overall, there has been little yield improvement in millet or sorghum during the last decades, due to the
near absence of public investment in R&D. These commodities (millet, sorghum and maize) have not
been considered a priority for investments despite their huge role in food security for rural households,
which makes them, on aggregate, among the top crops in the region.

ii) Roots and tubers: Cassava

The average yield for cassava in the region has hovered unchanged at around 10 tonnes per ha for
much of the last two decades; it only rose a bit in the last few years to reach around 12 tonnes per
ha. This is still far below the average yields obtained with new varieties, which can reach between 20
and 30 tonnes per ha in rainfed conditions and up to 60 tonnes per ha under irrigation. On a country
basis, two of the top producers have been making steady progress in average cassava yields: Benin and
Ghana. Nigeria has also increased cassava yield in recent years but the new average of 12 tonnes per
ha is about the same as it was in 1990. Cé6te d'lvoire, a large cassava producer by contrast, has made
no significant progress in its cassava yields, which continue to hover around 8 tonnes per ha.
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Figure 19. Cassava yield trends (tonne/ha)
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In conclusion, those general patterns hide not only many disparities between crops but also among countries
and production basins, depending on the feasibility of irrigation, quality of extension and R&D services, accu-
mulation of farm and human capital, and availability of agricultural inputs. More importantly, substantial and
sustainable productivity increases are required in value chains for all staples, in order to catch up with other
developing countries and respond to future projected demand at both regional and world levels.

4., Staple food trade in West Africa: A general overview of trends

In light of the significant, often undocumented, informal trade and commodity exchanges across borders
within West Africa, it was deemed necessary to treat formal trade flows separately from informal ones.

4.1 Formal trade flows

In this general overview we review trade flows, separating those flows within ECOWAS from those
taking place outside the region. Looking at trade statistics as summarized in Table 5, we see that the
food import flows into the ECOWAS region are largely dominated by extra-regional exporters. Table
6 summarizes trade for rice, maize, oil palm, groundnut oils, poultry and cassava, within and outside
the ECOWAS region and focusing on a few key countries, namely Burkina Faso, Cote d'Ivoire, Ghana,
Mali, Nigeria and Senegal.



30 Rebuilding West Africa’s food potential

Table 5. Trade flows for six strategic commodities in six key ECOWAS countries

Country / Region GROUNDNUT

ECOWAS | Rest of |ECOWAS | Rest of |ECOWAS | Rest of |ECOWAS | Rest of
World World World World

To: ECOWAS

1997-00 251 307.002 1.829 13.936 155 5.232 356 509
2001-04 8.500 719.620 5.086 18.863 457 13.779 233 2.192
2005-08 14.757 1470369  3.106 45.839 563 29.102 770 3.852

To: Burkina Faso

1997-00 0 0 0 0 0 0 0 0
2001-04 3.248 34.782 654 20 156 510 47 32
2005-08 9.563 59.930 430 m 21 781 7 0

To: Cote d' Ivoire

1997-00 0 0 0 0 0 0 0 0
2001-04 3 167.399 21 1.175 0 4.866 6 19
2005-08 1 334.886 2 3457 58 8.200 6 35
To: Ghana

1997-00 0 0 0 0 0 0 0 0
2001-04 0 117.295 0 66 0 970 243 39
2005-08 1.669 156.803 42 9.499 75 627 26 16
To: Mali

1997-00 927 16.775 62 1 15 793 67 17
2001-04 2.108 24.768 266 32 5 796 36 167
2005-08 4.409 48.502 734 223 215 1.658 482 420
To: Nigeria

1997-00 3.270 110.960 0 20 828 528 194 26
2001-04 1.639 222935 0 1.335 2.825 3.047 11 86
2005-08 768 332.770 0 127 3.285 9.549 0 333
To: Senegal

1997-00 5 137.649 74 5.104 1 920 0 5
2001-04 0 196.709 0 11.610 50 1.199 0 714
2005-08 0 396.995 0 23.847 7 2.728 179 1.029

Source: WITS - Sept. 2010
Note:” 0 “ imply @ minuscule value; ' Rice : Paddy + milled rice; 2 Cassava: cassava products (starch).
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Table 5. Trade flows for six strategic commodities in six key ECOWAS countries (Cont.)

Country / Region PALM OIL CASSAVA? POULTRY

ECOWAS | Rest of |ECOWAS | Rest of | ECOWAS | Rest of |ECOWAS | Rest of
World World World World

To: ECOWAS

1997-00 28.592 8.340 59 45 21 1.117 196 36.469
2001-04 41.347 51.115 21 222 151 2.017 552 121.218
2005-08 56.789 85.722 77 721 18 4572 316 149.686

To: Burkina Faso

1997-00 0 0 0 0 0 0 0 0
2001-04 3.452 1.136 0 0 20 63 8 25
2005-08 12.820 642 0 0 13 82 15 20

To: Cote d' Ivoire

1997-00 0 0 0 0 0 0 0 0
2001-04 7 15.549 0 0 0 704 46 9.351
2005-08 3 5.151 55 1 0 1.168 15 4.454
To : Ghana

1997-00 0 0 0 0 0 0 0 0
2001-04 1 13.897 0 3 0 941 18 35.627
2005-08 205 25.063 0 100 8 2.713 33 59.145
To : Mali

1997-00 843 119 0 0 12 39 7 27
2001-04 4639 1.024 0 0 7 36 40 117
2005-08 20.874 3.675 1 0 0 152 37 212
To: Nigeria

1997-00 204 1.501 0 0 0 931 0 13.244
2001-04 649 10.910 0 49 0 462 338 33.882
2005-08 560 3.076 0 76 0 0 159 49.545
To: Senegal

1997-00 878 5.149 2 44 0 280 0 2.062
2001-04 7.670 5.654 4 68 0 175 0 17.296
2005-08 21.012 19.164 10 397 0 263 0 11.578

Source: WITS - Sept. 2010
Note: “ 0 “ imply a minuscule value; ' Rice : Paddy + milled rice; 2 Cassava: cassava products (starch).
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In the case of rice, we have seen that consumption and food demand in the region far exceeds local
production. Rice imports into the ECOWAS region have continued to expand substantially from all
sources during the last 12 years, with the rest of the world (primarily Asia) dominating imports in the
most recent period. Some countries (Burkina Faso and Cote d’Ivoire) became rice importers only after
2000. It is worth mentioning that these reported import flows reflect only the commercial rice imports
and exclude food aid, which can be substantial in the region.

Rice import sourcing varies by country depending on whether the country is on the coast or landlocked.
Burkina Faso and Mali depend more on intraregional trade and have expanded rice imports from
ECOWAS? while coastal countries like Senegal import directly from overseas, importing only a small
amount from within the region. Nigeria’s rice imports, on the other hand, decreased as a result of policy
decisions (import bans).

Maize production is far more significant within the region than rice and the region could very well be
self-sufficient. Maize imports are dominated by primary production (seeds) for direct food consumption,
with very little trade in semi-processed (flower) and processed maize (starch). There has also been a
huge increase in seed maize imports from outside ECOWAS. However, the rest of the world dominates
the semi- and fully-processed maize markets. Landlocked countries like Burkina Faso and Mali depend
more heavily on the ECOWAS region for their maize seed imports than coastal countries like Cote
d’lvoire and Ghana, which import more readily from outside the region.

Substantial increases in poultry and egg imports from outside ECOWAS to meet the growing demand in
fast-expanding urban centres is a recent phenomenon that is puzzling, given the huge potential for home-
grown production. This seems to point to a huge, untapped domestic poultry industry, especially if it were
fully integrated with the cereal systems that dominate in the region. For the time being, consumer demand is
met through imports of live poultry, especially from Europe. Looking at production and trade trends, we see
that only two countries have made any significant move to expand poultry production, namely Céte d'Ivoire
and Ghana. Nigeria, has tried to restrict imports (the only import level that declined within the region for the
period analysed) through restrictive import policies. Nigeria imposed a ban on imports for a large number of
food products in order to stimulate domestic production. For semi-processed and processed products, there
was a huge import expansion for the other ECOWAS countries from both Europe and the rest of the world.
All these developments may indicate a huge potential for more integrated, large maize-poultry systems within
the region. However, for this to happen, the existing bottlenecks relating to energy (electricity), cold storage
facilities and transport costs would need to be overcome.

Within the vegetable oil complex, oil palm has both strong official and unofficial intraregional trade,
especially in crude palm oil, the form most used for food consumption in Africa. Nigeria dominates
the region in imports of primary products (palm nuts and kernels), while very little is imported by other
countries. For palm oil (processed), the data show an explosion of imports from the ECOWAS region
into many countries, such as Burkina Faso, Mali and Senegal, which import palm oil from coastal coun-
tries of West Africa, especially Cote d’Ivoire. Nigeria has expanded production of oil palm, resulting
in less reliance on imports. Groundnut oil, the second most important vegetable oil in the region, has
also showed increased imports into the ECOWAS region, with Mali and Senegal importing relatively
more than the other countries. On the export side, Senegal dominates the market, with continued
groundnut oil exports to the rest of the world but only minimal exports to other ECOWAS countries. In
many countries, local production and processing account for a large share of domestic consumption.

6 There is also a large informal rice trading across neighboring countries led by informal traders who move (smuggle)
rice across borders from low-tariff countries into highly-protective ones and escape from customs’ control.



Chapter 1. West Africa staple food systems: An overview of trends and indicators of demand, supply, and trade 33

Primary cassava (tubers) is exported from the ECOWAS region into Europe, largely to serve the
African diaspora. More intra-ECOWAS trade takes place in primary cassava. Only Cote d'Ivoire exports
processed cassava from within the region. Countries like Ghana, Nigeria and Senegal import processed
cassava (starch) mostly from Asia or Latin America. Given the huge production potential of cassava in
the region, importing cassava starch points to a very weak agroprocessing industry, and hence to the
still untapped potential for value chain development in this crucial regional food crop.

In summary, this very succinct review of food import patterns into and from the ECOWAS region points
to two broad conclusions. First, there is clear evidence of the poor agroprocessing capacity of the region
as a whole, with respect to the major food products produced, consumed and traded. This explains the
much higher reliance on imports than the potential or comparative advantages would seem to indicate.
Second, the fact that coastal countries (Cote d’'Ivoire, Ghana, Senegal) import more from outside while
landlocked countries import from within the region points to significant transport and infrastructure
bottlenecks impeding regional trade.

4.2 Intra-regional trade in staple food

Low intramarket integration, as is still the case for West Africa, translates into more price variability
and more uncovered risk for producers, as well as for traders and other stakeholders. Hence, when
intraregional markets are underexploited, marketing opportunities are weakened, creating disincentives
for regional investments. Conversely, expanding intraregional trade in food value chains can provide
significant spillover to the local economies and create a regional market for high-end products.

The institutional setup for market and economic integration in West Africa has been in place since 1993,
when ECOWAS was established to promote a free trade area within West Africa and push for a free
circulation of goods and services and preferential agreements for investments and migration (UNCTAD,
2009).” ECOWAS created a customs union for the whole region, building on the regimes in existence
in the West African Economic and Monetary Union (WAEMU). It is the one region in Africa that has
managed to put in place, at least officially, free mobility of goods, services and factors of production.
However, in practice, there are still numerous barriers to translating such a commitment into a reality.

Among these are the effects of geography. Landlocked countries are particularly vulnerable as they are
still tied to trade outside of ECOWAS but face poor infrastructures and other burdensome non-tariff
barriers. As a consequence, these countries incur the costs of crossing the borders of their neighbouring
countries (over which they have no control) in addition to their own, which results in high trade costs.
Another key determinant affecting regional integration is the “Colonial Pact” signed by the French-
speaking countries, which mandates France to have complete oversight of 60 percent of their financial
reserves and euro-peg of the African Financial Community (CFA), which ties these economies with
European macro-economic cycles (i.e. inflation, interest/exchange rates). Successful economic and
monetary integration under such conditions is difficult.

Another factor impeding greater intraregional trade integration is the general category of transaction costs,
which include weak attraction forces (cultural, historical, geographical) and strong opposing forces, such as
cumbersome, slow trade procedures and informal taxation at the borders as non-tariff barriers. Administrative
procedures can also be very costly, as shown by the World Bank data (2009); import/export procedures are

7 Within ECOWAS, the WAEMU represents the French-speaking countries with a common currency (the CFA
Franc), harmonized business law, and some convergence among macroeconomic policies. There is also the WAMZ
which groups together the non-CFA currency countries.
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more time-consuming and costly (with more documents) than in any other region in the world. Many causes
can be invoked: electronic breakdowns, poor capacity and coordination in the inspection services, red tape,
delays in duty refunds and insufficient opening times, all of which lead to important delays.

The political will to leverage cross-border trade as an economic growth engine is still weak, in part
because of lack of evidence credibly demonstrating the costs — to government budgets, private actors
and to the local economy as a whole — that are arising from the various barriers to intraregional trade.
As long as such cost/benefits analyses are not done in a credible and systematic way it will be hard to
move political will in the direction of support. Recent projects in the regions, such as the USAID/ATP
project to promote regional trade (see box 2 below), contribute to fill this huge data gap. Moreover,
there is a widespread perception that restricting cross-border trade is good for domestic food security,
especially in drought years or deficit-production situations. Yet another factor is a persistent widespread
mistrust and lack of credible dialogue between policy-makers and the private sector, which has often
resulted in trade restrictions restrictions, such as export bans.

4 )

Box 2. Enhancing regional trade and value chains: the USAID Agribusiness and Trade
Promotion project

Regional trade has always existed and been significant in West Africa but in a mainly informal way and actual
figures and statistics are difficult to cover. Since 2008, USAID has been funding the Agribusiness and Trade
Promotion (ATP) project in the region, aimed at increasing the volume and value of formal intraregional trade
in selected commodities, especially staple foods such as maize, livestock, rice and millet/sorghum, as well as
onion. This project has brought more knowledge about actual trade into the region, including in its informal
aspect, and has examined the different constraints that hamper regional trade in West Africa, as well as the
actual trade flows in the region. This has contributed to the clear identification of trade constraints at the farm
level, at the transport and infrastructure level, in the linkages between and among actors, and at the policies
and regulations level.

The project contribute to data collection for a long period and at the market level. The project has begun
implementing solutions to address these issues and facilitate a more official and formal trade, based on higher
predictability, better transport logistics and open markets. These efforts involve: capacity building and training
efforts at the farm level to improve the use of technology; building human and institutional resources; promot-
ing transportation improvement; improving market information systems; and facilitating policy development.

The project also relies on partnerships with local and regional organizations such as CILSS, WAEMU and ECOWAS
for data collection purposes and also to collaborate on efforts to address the above-mentioned constraints. This
will also enhance the sustainability of these efforts beyond the end of the project and its related funding as these
organizations would supposedly continue with data collection on a long-term basis.
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5. Staple food value chains in West Africa: Selected priority issues

In this section, we will review a few of the key issues for upgrading selected staple food value chains
in West Africa, focusing on priority measures and initiatives most linked to enhanced competitiveness
and inclusiveness. Except for poultry, each of the commodity chains described in this section is treated
in more detail in later chapters of this volume.

5.1 Rice

In several countries of the region, the rice value chain offers a strong potential for growth and expansion
if it can be sustained by renewed investments in rural infrastructures, improved access to production,
storage and marketing financing, and enhanced organization of producers to upgrade the quality of
produced rice supplied to the market. Many limitations continue to hamper the competitiveness of the
sector, including limited industrial processing facilities and outdated irrigation infrastructures.

For the rice value chain, much of the development potential hinges on the capacity of producers and
processors to improve productivity through higher yields (via irrigation schemes) and to upgrade the quality
of rice to consumers, all of which could improve the competitiveness of local rice relative to imports.
Recent policy-led efforts devoted to production enhancement are beginning to bear fruit (e.g. distribution
of the higher-yielding NERICA variety). However, less attention has been given to post-production activities
(processing and marketing). This has resulted in an unbalanced effect of increased production, which shows
up in lower producer prices and results in disincentives for continued rice production. A major concern
is the low quality of local rice, and the high level of impurities in paddy rice, which persist throughout
the processing stages up to the final product, resulting in a discounted price that keeps local rice less
competitive. Linked to this constraint is the lack of organizations and market-savvy producer groups that
could ensure better quality of locally-produced rice and defend coherent policies that would level the
playing field between domestic and imported rice. By contrast, rice importers tend to be well organized,
sufficiently informed about prices and capable of exerting effective political lobbying for open import
policies. Moreover, the lack of effective reliable and timely information systems (with credible information
on stocks and production shortages by locality) hinder appropriate policy decisions regarding rice imports.
Consequently, enhancing the penetration of local rice into urban markets remains a major challenge.®

5.2 Maize

Maize offers huge potential, not only as a multi-market value chain (food, feed, industrial use) but also
for greater intraregional trade and for building up value chain linkages with the nascent poultry sector.
Increased maize competitiveness starts with improved productivity through vyield increases. The low
average yields suggest the possibility of yield improvement even with existing technologies, provided that
an efficient system of quality distribution and good soil fertility management are achieved. Fertilizer use is
key to boosting maize yield and a proper strategy (not centred on the inefficient policy of fertilizer subsidy)
is urgently needed, which requires the development of an effective input market that can assure fertilizer
availability and access for maize producers. Such a strategy must also include a quality control system, as

8 For detailed treatment of productivity-enhancing initiatives, see Chapter 13 for Mali; Chapter 12 examines rice
in Senegal and addresses the quality problems facing local rice; Chapter 5 examines how, also in the case of Mali,
policies and investment choices can hinder rice producers even when a government intentionally commits to
promoting domestic rice production.
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well as extension and farmers’ field schools to educate farmers on the proper use of fertilizer. More criti-
cally, such a strategy needs to address the credit-input linkages and encourage market-oriented schemes,
such as warrantage, to overcome the credit access problem. Whether maize is grown within the cotton-
cereal systems or outside them (as with maize-cassava), the maize value chain has such a huge potential
that it needs to come into its own with a development strategy that combines with development of the
poultry sector and enhances intraregional trade of this regionally-strategic commodity.

Following the food crisis of 2007/08, many West African governments have turned their attention to
maize development, seeing in maize a coveted target to enhance food security. To address the credit-
input deficit, several private-public, tripartite initiatives for credit facilitation were initiated. Such an initia-
tive involves three partners: the government (through a funding donor), a locally-based micro-finance
institution and a well-established farmer organization representing beneficiary farmers. Moreover, other
schemes, such as inventory credit (warrantage) are being promoted in West Africa; cereal-based farmers'’
organizations (in Burkina Faso, Mali and Niger) have been among the early adopters. The maize value
chain and its professional organizations need to be developed from the ground up. Another goal for
maize value chain development is to reinvigorate the role of interprofessions that cover all the maize value
chain players including end users (such as animal feed producers). The legal frameworks or bases for these
private sector-led, value chain-specific interprofessions have been progressing in the legislatures of many
countries. However, a legal framework is only the first step, as the proper functionality of such interprofes-
sions can evolve along with the structuring and the development of the maize value chain itself®.

5.3 Poultry

Demand for poultry products is growing rapidly in the region, as urbanization and changing consumer
preferences evolve. However, the poultry value chain is still in its infancy and faces various challenges.
The value chain has a very low productivity, especially in rural areas and for traditionally-bred chicken,
with inefficient production practices and weak veterinary services exerting a negative impact on the
quality of the production and the marketability of the products. At the downstream end of the value
chain, storage facilities are very limited, while transport and global infrastructures are still underde-
veloped. The well-known border corruption and red tape obviously impede regional trade in poultry,
allowing easy imports of products to capture the fast-growing urban markets. Poultry product imports
from Europe have expanded, particularly since the implementation of the Common External Tariff
(CET) within the ECOWAS. For the domestic poultry sector, market formality is precarious, due to lack
of information services, as well as difficult access to credit. The environment for the value chain is also
quite unfavourable, with weak government policies in support of the livestock sector in general and
poultry, specifically; even when such support is provided, it is generally badly-implemented.

Broadly speaking, two poultry production systems coexist: (1) traditional production for self-consump-
tion or local markets; and (2) modern poultry production serving the urban centres. The latter system is
expanding very fast but from a very low starting base. Coastal countries (e.g. Cote d’lvoire) have more
developed poultry value chains than landlocked countries (e.g. Burkina Faso), which experience difficul-
ties exporting to neighbouring countries because of quality standards or lower protein content (maize,
sorghum) requirements. For poultry, non-tariff barriers play a bigger role in hampering intraregional
trade, which is minimal, despite the potential zero tariffs within the region.

Given this strong competition with imports, development of domestic production requires comple-
mentary border measures. The application of import restrictions on poultry in Senegal and Nigeria has
played no small part in allowing the growth of domestic production. The question is whether the local
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production of chicken and eggs has achieved or can achieve efficiency gains to withstand external
competition on its own. However, the challenges are daunting and need tackling.

On the positive side, the poultry industry is relatively well-structured, with strong growers’ unions and
interprofessional bodies that can play an important role in the future development of poultry regional
value chains. Spillover effects on other sectors are numerous, illustrated by the benefits of regional
integration of several countries in reproduction, feeding, slaughtering, equipment and agricultural
by-products. The policy framework can be improved to harmonize protection levels within the region.
Policies should also be more conducive for the poultry sector, with strong biosecurity standards
and norms, better infrastructure for trade and market access and access to financial resources for
smallholders. Moreover, best production practices, including dimensions of biosecurity, should be
disseminated among the poultry producers in the region to ensure a higher productivity.

5.4 Cassava

Cassava is a major staple food crop for much of West Africa south of the Sahel. Like maize, cassava and
its related products cover a wide range of value-added food products, including flour, starch, glues and
biofuels. In addition, the development of the feed sub-sector and downstream linkages with poultry and
beef sectors are important market outlets for cassava throughout the region. Like maize, cassava can
also play a major role in regional trade and food security, given the broad consumer base in the region.
The cassava value chain can briefly be described by the following characteristics: (a) it has multiple final
products; (b) it is a highly perishable crop needing immediate processing to produce widely marketable
products; (c) it is harvested as a tuber and can be consumed directly on-farm; (d) it is largely produced
by small-scale farmers, especially women; and (e) it is a low-value raw crop made essentially of
starch. However, the potential for cassava value chain development is huge, with many still untapped
opportunities in the value chain, starting from the dried cassava subsector, the flour and feed subsectors
and growing demand from supermarkets and the bakery industry.

However, cassava value chains are far less developed in much of West Africa compared with major Asian
producers (India and Thailand). Being a traditionally self-consumed crop, cassava production continues to
languish under low vyields and underdeveloped value chains, lacking fully-developed processing and market-
ing channels. Traditionally, this crop has not received the attention it deserved from governments and rela-
tively little has been invested in the crop, especially in the much needed R&D of new varieties to boost yields
and new technologies to improve processing, especially for small-scale producers and groups. Women play a
big role in cassava production, traditional processing and marketing. Recent development initiatives targeting
cassava in the region have demonstrated the potential productivity improvements for this crop. The introduc-
tion of new cassava varieties in Cameroon as part of an IFAD-funded development programme resulted in
significantly increased yields, offering a potential for surplus production to be channelled for agro-industrial
processing. However, increasing production for a bulky crop, which is not easily stored, poses problems if no
parallel advances in processing and marketing are developed simultaneously.

A coherent development strategy for the cassava value chain needs to be centred around a network of
small-scale processing facilities that can receive surplus production. Besides a variety of final food products,
cassava-derived animal feed and starch for industrial applications will form strong demand-pull forces. A
number of differentiated cassava value chains can develop. These can include: dried cassava production for
local markets and cross-border trade; high-quality cassava flour for food and industrial production; and animal
feed products for regional markets. For the dried cassava value chain, the performance of farmers’ organiza-
tions (for bulking, storage, and marketing) is a crucial factor for success. In the cassava flour value chain, the
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main bottleneck is quality assurance and control that could be provided by an established leader in milling and
packaging. Market linkages between millers and supermarkets/bakers constitute another important area for
value chain expansion. For cassava-based animal feed outlets, logistical costs for management of huge quan-
tities and competition from other commaodity feed sources (maize, mostly) are important factors. While recent
efforts have demonstrated the capacity for boosting cassava yields, the key challenge for the cassava value
chain lies in the simultaneous development of processing and marketing of cassava by-products. A coherent
development strategy is required, given that the majority of producers are small-scale, mostly women, often
with rudimentary techniques and limited access to credit and necessary market information and know-how.'®

5.5 Oilseeeds

The oilseed sector has a lot of potential for growth, owing to the important and fast-growing domestic,
regional and international demand for vegetable oils. The oilseed complex in West Africa is dominated
by palm oil, groundnut and cottonseed. Niche markets include sesame, cashew, coconut and shea. For
palm oil, the regional leaders are Cote d'lvoire, Ghana and Nigeria, which together have the potential
to meet the whole regional demand.

Like all other major commodities in West Africa, the agroprocessing of oilseed products continues to
be limited compared with its potential. The oilseed complex has undergone a major transformation in
West African countries over the past decades, characterized largely by a reversal of trade position from
net oilseed exporters to net importers. Senegal, once a major producer and exporter of groundnut, has
experienced an implosion of the sector and become a net importer of vegetable oils (palm oil, colza,
and soy) far outpacing its dwindling groundnut exports."’

The palm oil value chain is receiving increased attention both from national governments and investors. The
key issue is how to ensure that palm oil value chain development is built on sound competitive foundations,
as well as being inclusive of small and medium processors and effectively linking agroprocessing with small-
holder producers. This can only be achieved through strong government policies that fully recognize the
central role of the private industry but also build guarantees for smallholder inclusion.

For niche oilseed markets, the scope for value addition is very large when comparing the potential with the
current situation. For example, Burkina Faso is the world's top producer of shea nut, but less than 10 percent
of exports are in the form of shea butter, due to lack of chemical extraction capability for processing, lack of
packaging facilities and lack of organized interprofessions capable of tapping into the lucrative export markets
of North America (World Bank, 2009), where shea butter prices are at least three times as high as in Africa —
or even higher with quality assurance (USAID, 2004).

Finally, vegetable oil trade within the region is huge, tough, informal and not officially recorded, which raises
transaction costs, uncertainty and time, and hence limits exchange compared with its potential. In general,
and despite the strong complementarities in vegetable oil supply and demand among ECOWAS member
states (with the exception of Benin and Senegal), intraregional trade in oilseeds continues to be hampered
by a whole host of constraints, including policy uncertainty — such as when countries impose tariffs on their
neighbours despite the existence of a common external tariff (CET).

19 Chapter 16 addresses the particular case of cassava value chain in Cameroon.
1 See Chapter 2 for a section on Senegal’s groundnut.

12 Chapter 11 addresses this issue in the case of oil palm industry in Ghana.
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6. Conclusion

This introductory chapter provided a broad survey of the demand and supply drivers affecting the
growth and development of staple food systems in West Africa. On the demand side, the increased
population, fast-growing urbanization and changes to consumers’ preferences are affecting not only
future food demand but also the composition, quality and form of the food to be consumed, and
hence will influence the shape and scope of food value chain developments in the region. Also, as
demand growth continues to outpace supply growth, reliance on imports is unlikely to abate and the
only question is whether the pattern of food trade can shift significantly toward more intraregional
trade or continue to depend largely on trade flows outside of the region. On the supply side, the lower
productivity growth coupled with soil fertility challenges are posing serious obstacles to enhanced
production potential in the region for the major food crops produced and consumed. Recent events
(such as the food crisis of 2007/08 and its aftershocks) repositioned agricultural development to the
centre of regional development strategy and West Africa could undertake its own Green Revolution.
However, the path is not going to be easy and will require a judicious combination of policies, private
initiatives and more effective producer engagement to ensure that targeted markets, value chains, and
food systems are not only highly competitive but also inclusive of small- scale men and women produc-
ers, guaranteeing the widest distribution of economic returns and hence improved food security and
reduced hunger. The following chapters in this book address this central issue in greater detail.
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1. Introduction and motivation

1.1 General context and scene setting

After gaining their independence, West African countries have continued to rely on the same
“traditional” export crops (cotton, coffee, and cocoa) that dominated during the colonial
administrations. Following the structural adjustment programmes in the 1980s, the state's
interventionist policies in the management of key export sectors were gradually receding, giving way
to liberalization and privatization. This development coincided with the emergence of global food
value chains driven by agrobusinesses and food retailers in high- income countries. For some West
African countries, new opportunities opened up for producing and exporting non-traditional high-
value food products (horticulture, floriculture). However, despite the positive impact on participating
farmers and local employment benefits, these high-value export value chains have had minimal
aggregate impact on the agricultural sector as a whole and could not compensate for the negative
impact from the collapse of the traditional export markets.

Another key factor accounting for the deterioration of the export position of West African countries
was the continued erosion of competitiveness vis-a-vis other emerging suppliers in the developing
world, in both traditional and non-traditional food commodities. For West Africa, the combination
of weak levels of agricultural investments, restricted market access in Organization for Economic
Cooperation and Development (OECD) markets, and timid engagement by the private sector follow-
ing the state retreat all contributed to a significant erosion of agriculture performance in the region.
The food-deficit situation continued to worsen as populations increased and rapid urbanization
continued apace, resulting in ever-growing rural poverty, precarious food security and increasing
dependency on food imports (Rakotoarisoa et al., 2011).

For a few years after the conclusion of the Uruguay round in Marrakesh, there was growing recogni-
tion among developing countries, especially the poorest ones, that the new World Trade Organization
(WTO) agreement failed to live up to its promise and that developed countries had not liberalized
agricultural subsidies and labour-intensive industries (textile quotas) as promised. When trade minis-
ters met in Seattle in 1999 to launch a new round, they were met with huge and violent protests
that succeeded in derailing the ministerial meeting (Table 1). The protesters did manage to get their
message across — that the world was failing in its battle against poverty. Apart from China, the condi-
tion of world poverty had barely improved and was particularly devastating for sub-Saharan Africa,
which saw the number of people in absolute poverty nearly double, from 164 million to over 316
million from 1981 to 2001 (World Bank, 2004, see Figure 1).
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Figure 1. Growth in population in absolute poverty (less than 1 US$/day, in millions)
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A year after the Seattle meeting, 150 heads of State met at the Millennium summit at the United Nations
headquarters in New York to sign the Millennium Development Goals (MDGs), committing to reduce
poverty by half by 2015. The fulfilment of the MDGs would require substantial new investments towards
basic education, health, infrastructure and agriculture. In 2002, 50 heads of state and 200 ministers,
including from industrial countries, committed to raising development aid to 0.7 percent of national gross
domestic product (GDP). In 2005, during the G-8 summit at Gleneagles, Scotland, leaders of G-8 countries
agreed to wipe out debt owed to the World Bank/International Monetary Fund (WB/IMF) by 18 of the
poorest countries (including 14 in Africa).

Within Africa, and in response to the MDGs, at the 2001 summit meeting at Lusaka, Zambia, the leaders
of the African Union launched the New Partnership for Africa’s Development (NEPAD) — an economic
development programme of the African Union. NEPAD articulated four core objectives: eradication of
poverty; sustainable growth and development; economic integration; and empowerment of women. By
2003, the Comprehensive Africa Agriculture Development Programme (CAADP), an agriculture component
of NEPAD, was launched to improve agricultural productivity in Africa. That same year, during a summit
at Maputo, Mozambique, African governments and heads of state endorsed the Maputo Declaration on
Agriculture and Food Security in Africa, committing 10 percent of their national budgets to agriculture
and rural development. In West Africa, the Economic Community of West African States (ECOWAS),
an organization representing 15 West African countries, developed its own regional CAADP, known as
ECOWAS Regional Agricultural Policy for West Africa (ECOWAP), to serve as a blueprint for national
development and investment strategies for agriculture by member countries (Table 1).
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Table 1. Selected key global and African developments related to agricultural development

YEAR

November 1999

PLACE

Seattle, Washington, USA

EVENT

WTO ministerial meeting to launch a new round
was violently disrupted by protesters

September 2000

New York City, New York, USA

150 heads of states met at the Millennium summit
at the UN to sign Millennium Development Goals
(MDGs) to halve poverty by 2015

July 2001

Lusaka, Zambia

The New Partnership for Africa’s Development
(NEPAD), an economic development programme of
the African Union, was established (NEPAD's four
core objectives: eradication of poverty, sustainable
growth and development, economic integration,
empowerment of women)

March 2002

Monterrey, Mexico

50 heads of states and 200 ministers, including
from industrial nations, committed to raise develop-
ment aid to 0.7% of national GDP

2003

Launch of the Comprehensive Africa Agriculture
Development Programme (CAADP) aimed at
increasing agricultural productivity in Africa

July 2003

Maputo, Mozambique

African governments and heads of state endorsed
the “Maputo Declaration on Agriculture and Food
Security in Africa”, committing 10% of national
budget to agriculture and rural development

2005

Gleneagles, Scotland

Leaders of G-8 countries agreed to wipe out debt
owed to WB/IMF by 18 poorest countries (14 in
Africa)

2005

ECOWAS heads of states adopted the ECOWAS
agricultural policy ECOWAP) as an a coordination
instrument for CAADP, the agricultural component
of NEPAD

June 2008

Tokyo, Japan

G-8 summit set up 10 billion euro fund for agri-
cultural projects, launched a Global Partnership on
Food Security and organized the first meeting of the
G-8 Agriculture Ministers, to be held in 2009

November 2009

Rome, ltaly

FAO organized a global summit on food security
following the high food price crisis of 2007/08

Source: compilation by authors

Yet progress on the ground was slow and very little impact was felt at the local level by either farmers
or small agrobusinesses. This is because new investments in agriculture, by either development agencies
or national governments, had not materialized. The trend towards decreased aid to and investment in
agriculture has continued since the mid-1980s (see Figure 2). This is partly because the new investments
committed toward the MDGs were focusing on areas outside of agriculture (health, education, girls’
schooling, etc.). Also, the prevailing view among international development agencies was that investments
in transport, infrastructure and aid for trade could be more effective in boosting agricultural development.
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Figure 2. Trends in aid to agriculture and rural development (ARD): 1971-2009, 5-year moving average
commitments, constant 2009 prices
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The shift toward agriculture came with the onset of the world food price crisis of 2007/08, which jolted
both governments and donors into action. A new consensus emerged quickly, calling for substantial
investments to agriculture and rural development and to increase agricultural productivity and meet the
challenge of food security, especially among the poor countries, a large portion of which are in sub-
Saharan Africa. In 2008, at the G-8 summit in Tokyo, Japan, G-8 leaders set up a 10 billion euro fund
for agricultural projects, launched a Global Partnership on Food Security and planned the first meeting
of the G-8 Agriculture Ministers, to be held in 2009.

Parallel to the renewed interest and political commitments towards agriculture and food security,
African governments also began paying closer attention to basic food commodities in response to
heightened concerns over food insecurity and disruptions to food trade flows. Supported by donors
and renewed agricultural investments, a number of national initiatives were launched to stimulate the
domestic production of staples such as rice, maize and cassava. This represents a major paradigm shift
for a region that had traditionally been narrowly focused on export commaodities (cotton, cocoa, coffee,
peanuts) as drivers for agricultural development.

Yet to develop the staple food systems for food security requires not only stimulating production, but
placing equal emphasis on the whole value chain, including processing and marketing. Moreover, a
coherent development of the staple value chains for food security would require not just strengthening
competitiveness but also ensuring smallholder-inclusiveness to improve incomes more widely. This then
requires a different value chain development model than the export cash crop models.

The central purpose of this chapter is to delineate features of a suitable staple food development model
in contrast to the traditional export commodity model. Staple food value chains are characterized by a
multiplicity of market outlets (self-consumption, sales of surplus to local, regional or international markets)
and by dominance of small farmers who typically confront greater difficulties accessing inputs and credit
and face higher production and marketing uncertainty and risks. These staple food value chains also lack
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the proper incentives to mitigate risks and to provide assurances to agribusiness, industry or consumers
in the areas of quality requirements or higher standards. Moreover, small-scale producers, having a
limited bargaining capacity, capture too small a share of the added value generated along the value
chain. Finally, staple food producers typically suffer from inadequate public support and insufficient
partnership with agroprocessors.

1.2 Study objectives

In this chapter, we explore the central question concerning the extent to which staple food value chains
can be promoted through a different development model compared with the commodities models that
prevailed in the past relating to export commodities. We do this for several reasons. First, understanding
the policy processes and the institutional setting that led to the export commodity models can illuminate
what a suitable staple food value chain model would look like in light of the distinction between staple
and cash crops. Second, answering this question is critical for value chain policy design and for effective
investment strategies, given the renewed interest in staple foods. In some countries, governments are
attempting to reapply schemes used for traditional export commodity chains to staple crops. This may
not be the optimal option as there may be different institutional and market structures at play that
require alternative approaches. Other voices are calling for a return to the role of market controls and
the re-activation of parastatal agencies, while still others call for hybrid models combining public and
private roles in managing staple food value chains. However, there is an increasing view that gives a
prominent role to the private sector to lead the way for the development of staple value chains. The role
of producer organizations is also highlighted as central for the growth of inclusive value chains, given
the dominance of small-scale producers — both men and women — and the need to aggregate farmers
to acquire enough clout to become effective economic players in the market.

To undertake this comparative analysis, we take a historical perspective and divide commodity
development models into three categories coinciding with three broad epochs in the recent history of
West Africa: (1) the colonial period (up to 1960) and the post-colonial export-oriented period (1960
through 1980); (2) the post-structural adjustment period (1980-2000) where new impetus was given to
privatization, the retreat of the state (and development partners) from agriculture and the emergence
of non-traditional export foods; and (3) the post-2000 period (starting with the MDGs and the focus on
poverty reduction) and the shifting interest towards staple food value chains. Table 1 summarizes the
key periods for West Africa with respect to the prevailing commodity models.
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Table 2. Key epochs for West Africa relating to value chain development models

. Prevailing commodity/ L
Period value chain model Key commodities/Key players
Colonial period State supported, private-led value chains Cocoa, cotton, coffee, peanuts

(1920's to 1960)  focusing on exportable raw commodities
Parastatals; private value chain actors; European/
international consumers

Post-independence State-controlled (parastatals), inte- Cocoa, cotton , coffee, peanuts
(1960-1980) grated value chains for exportable raw
commodities Parastatals
Post-structural State retreat from commodity chains, Private-led value chains in selected high-value export
adjustment emergence of non-traditional export food (horticulture)
(1980-2000) food products
Post-MDG New priorities for food import-substitu-  Transition period (liberalization of state-controlled
(2000-2007) tion value chains (food security) commaodities, selective rise of the agribusiness-led

value chains)

Post-food crisis New initiatives to support production Initiatives for rice, maize, cassava, multiple private

(2007-now) and supply of staple food crops, align-  and state-based players, new emphasis on public/
ment of new policies and investment private partnerships, stronger role for producers’
strategies focusing on staple foods organizations

Source: Authors

The objective of this chapter is to conduct a comparative analysis of three agricultural sector
development models in West Africa, which coincide with three historical periods in the region. The
three commodity models compared are:

1. Traditional export commodity model; state-controlled (coffee, cocoa, cotton, groundnuts).

2. Non-traditional value chain export model; private agribusiness-led (horticulture)

3. Staple food commodity model; multi-actor and multi-market model (cereals, roots and tubers, livestock).

The aim is to examine the key features of the first two export commodity models, compared with
the third staple food domestic commodity model and draw the appropriate conclusions as to the key
features of a commodity model suitable for staple foods. The approach is comparative, drawing from
historical development models and noting lessons from their successes and their failures.

For policy analysis, the approach we take draws from institutional economics and focuses on policy
processes, distinguishing between policy actions (instruments) and policy actors (institutions). We view
sectoral policies and strategies as path-dependant, built over past experiences and very difficult to
reverse unless the economy comes under unexpected and significant external shock. Examples include
the oil crisis of 1973 and the world food price crisis of 2007/08.

In each of the export commodity cases examined, we follow a simple analytical framework, described

in Table 3 and summarized below:

- Policy instruments (actions) are evaluated through the following performance indicators: (i) efficiency;
(ii) impact of the instrument on targeted beneficiaries; and (iii) cost/sustainability of the action.

- Policy actors (institutions) that initiate and manage these instruments are examined on the basis of: (i)
their objectives and aims; (i) the resources mobilized to achieve them; (iii) the degree of harmonization
among different instruments; (iv) the concordance or conflicts between the objectives of key players;
and (v) the governance and the relative power or weakness of different players.
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- The commodity cases examined are evaluated according to: (i) the improvement of productivity
trends; (ii) the distribution of added value among the value chain actors, including farmers; and (iii)
risk-management mechanisms for the commodity, subject to international conditions, etc.

- Also included is a review of other relevant internal or external factors, developments or shocks that
contributed to the commodity’s good performance, stagnation or decline.

Table 3. Analytical framework for policy analysis of value chain models in West Africa

Analytical framework for policy analysis of value chain models in West Africa

ACTIONS ACTORS
(Instruments/Measures) (Institutions)
Policy actions e Subsidies (fertilizers; credit) ¢ Ministries/specialised agencies
and actors * Taxes e Parastatal (commodity) agencies
analyzed ¢ Regulations (laws; licenses) e Agro-industry/ private actors
* Price regulation/controls * Producer groups; Cooperatives/PO
¢ Professional organisations/NGO
Analysis e Efficency ¢ Agency objectives (maximizing revenue;
of policy e Effect on target beneficiaries profit; market share)
institutions o Cost/benefit e Governance: power structure; bargaining
and policy capadity; shared information
processes e Relationships between actors (coordina-
tion; harmonisation, conflict; mistrust)
¢ Benefits and risk sharing across actors
Drivers of INTERNAL
value chain e Indicators of long term productivity trends
performance e Distribution of value added among the value chain actors
and sustain- e Risk management instruments and their effectiveness
ability

EXTERNAL

¢ Technological developments

Changing food demand trends

e Emergence of commodity substitutes

¢ Changing competitiveness among competing suppliers
e External shocks

Source: Authors

The above framework is applied for analysis of three export commodities (groundnuts, cocoa, cotton),
two high-value export commaodities (pineapple, banana) and two staple crops (cassava, maize). The
commodity/country pairs examined are summarized in Table 4, along with selected features.

Table 4. Commodities studied and their key characteristics

Commodity / | Key Primary Degree of Role of Potential for
country actor(s) market integration | smallholders growth

v Groundnuts State; Exportand  Integrated Large number Limited (strong

§ B (Senegal) parastatals  domestic internally up  of smallholder competition from

o § to exports producers; substitutes); degraded

g = soils

B E

T8

=
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Table 4. Commodities studied and their key characteristics (Cont.)

Commodity / | Key Primary Degree of Role of small- Potential for
country actor(s) market integration | holders growth
Cocoa State; Export Vertical inte- Large; diverse size Limited growth;
(Cote d'lvoire)  parastatals (Europe) gration with of farmers; tied to some recovery due to
5 multinationals  cocoa collection and  improved prices; but
g R initial processing return is slow
Q=
g -é Cotton (Mali) State; Export Vertical Numerous small- Weak; prices; yields;
B g parastatals  (Europe) integration scale producers; and changing relative
E v up to exports  dosely linked with  incentives are unlikely
= cotton buyers to see a significant
(inputs, prices) return of cotton
Banana Private; Export Integration Two segment Medium growth;
3 (Cote d'Ivoire) agro- (interna- with Nordic ~ market- small standards may be a
g 8 industry tional and  retailers scale excluded limiting factor
_-5, 5 regional) from export
< g opportunities
T E
S S Pineapple Private; Export Integration Two segment Medium growth;
"‘Eu 'g (Ghana) agro- (interna- with Nordic ~ market- small standards may be a
&g industry tional and  retailers scale excluded limiting factor
59 regional) from export
= opportunities
- Cassava Private; Domestic;  Limited Smallholders Huge potential
.% (Ghana) mostly regional dominate the for growth; food
S small scale value chain, demand; industrial
;g especially women demand
©
> . . . o .
3 Maize Private; Domestic; Limited Smallholders Huge potential
K<} (Burkina Faso) multiple regional; dominate the for growth; food
@ actors multi- value chain demand; industrial
E‘ market especially women demand
w outlets

Source: Authors

2. Traditional export commodity model: historical overview

and case studies

2.1 Overview

Colonial legacy

During the colonial period in West Africa, great efforts were made to introduce new value chains
deemed suitable for the agro-ecological conditions of the sub-region. The objective of the colonial
administrations was to launch new agricultural sectors with great demand potential in the processing
and consumption centres in Europe. The main crops introduced to the region were cocoa, coffee,
cotton and groundnuts (palm oil is native to the region) (Blein et al., 2008). The table below summarizes
the dates of introduction of these crops in the region.
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Table 5. Dates of introduction of traditional cash crops in West Africa

Date of introduction | A few examples

Coffee 1790-1930 Cape Verde - 1790: Arabica
Liberia - 1875: Arabica — 1945: Robusta
Cote d'Ivoire — End 19th Century — Beginning 20th Century
Guinea - 1895: Arabica — 1910: Robusta
Cameroon - 1913: Arabica — 1930: Robusta
Togo - 1923: Robusta
Benin - 1930: Robusta

Cocoa 1822-1920 Sao Tomé and Principe - 1822
Ghana - 1871
Cote d'lvoire - 1890
Cameroon - 1920

Cotton 1820-1921 Attempts in Senegal - starting in 1820
Togo - 1900
1914: Niger Basin

Groundnut Starting in 1830 Start of production in West Africa - 1830

Sources: ECOWAS-SWAC / OECD (2007a, b and ¢)

A set of state agencies and companies was established to lead and oversee these new value chains
when these new crops were introduced. In the case of cotton, for example, France created the French
Company for the Development of Textile Fibres (CFDT) to develop national value chains with the
support of the Research Institute of Cotton and Exotic Textiles (IRCT).

Continuity after independence

Once they gained independence, West African states maintained the same structures and management
methods for these value chains while nationalizing some agencies. The newly independent states badly
needed to appropriate these export revenues to meet their development needs (Akiyama et al., 2001).
Keeping the same priority for these already well-developed and structured export sectors, governments
allowed national producers who had been excluded under the colonial administration to have access
to these sectors. This strategy focused on exporting a few raw agricultural products while rendering
the region’s agriculture poorly diversified with a limited number of sectors representing a significant
portion or even a majority of agricultural exports revenues in some countries (particularly coffee and
cocoa between 1960 and 1990, groundnuts in the 1960s-1970s and cotton starting in the 1970s).

Indeed, as suggested in Figures 3 through 6 below, countries in West Africa strongly favoured some of
these cultures. Thus, between 1960 and 2000, cocoa exports represented nearly, or even more than,
half of agricultural exports from countries such as Cote d’lvoire, Ghana and Nigeria. Coffee experienced
a similar trend, representing between 30 percent and 60 percent of agricultural exports from major
producing countries in the 1960s and early 1970s for Cote d’lvoire, Guinea and Togo, although there
has since been a decrease for Cote d'lvoire and Togo. Groundnuts and cotton experienced opposite
trajectories in terms of export share. While groundnut first strongly dominated agricultural exports for
the two major producers — Nigeria and Senegal in the 1960s — it then experienced a strong downward
trend, leading to a significant reduction of its share in the 1970s. In contrast, cotton crops evolved with
a growing influence from the 1970s to rapidly become a real force in agricultural export countries such
as Benin, Mali and Burkina Faso (with the exception of the period from 1995-1997).
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Figure 3. Share of revenues from cocoa exports to total agricultural exports, 1961-2000
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Figure 4. Share of revenues from coffee exports to total agricultural exports, 1961-2000
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Figure 5. Share of revenues from cotton exports to total agricultural exports, 1961-2000
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Figure 6. Share of revenues from groundnut exports to total agricultural exports, 1961-2000

50,00
40,00
30,00 = Nigeria
20,00

e Senegal
10,00 \L/_\Mf\ o~/ Burkina Faso
0,00 —

|
|
|
|

LS A T 2 T e @ I e B o 0 O ¥ 0 TR A @ ) N o I ' O ¥ B N @ ) N o, N 0 I ¥ IO M @)}
O O O O O INININININOOWOWOWOWOWOO DD D
(<) I ) IR« ) I e) B e) N e) o) BN e) B e) BN «) B o) e ) I ) BN ) BN @ ) @ ) HINe NN e ) BN e B o)
Lo T B B B B O I I I I = IR IR T e B B o I O e B o B |

Source: FAOSTAT (2012)

For a number of countries, economic development has been largely focused on these flagship cash crops,
including groundnuts in Senegal, cocoa in Céte d'lvoire and Ghana, cotton in Benin, Burkina Faso and Mali.

Institutional set up

These value chains were strongly supervised by the state through parastatals that intervened both upstream
and downstream of production. This model was used, for example, in the cocoa sector in Cote d'Ivoire until
1999, with the Agricultural Products Price Support and Stabilization Board (CAISTAB) and for coffee and
cocoa in Cameroon until 1994, with the National Cocoa and Coffee Board (ONCC) (Varangis and Schreiber,
2001). These agencies included government marketing boards that had the marketing monopoly, including
for exports (Varangis and Schreiber, 2001). These state offices also controlled processing and determined
price levels allocated to producers (Akiyama et al., 2001; Akiyama, 2001; Varangis and Schreiber, 2001).
In some countries, stabilization funds were established. According to Varangis and Schreiber (2001), these
regulated the domestic and export markets, as well as producer prices. The emergence and consolidation
of international agreements on some of these crops (International Coffee Organization, International
Cocoa Organization) also justified the existence of these parastatals as they were in charge of controlling
national quota exports and participating in negotiations — for example, for the coffee sector (Akiyama,
2001). These sectors were therefore also supervised internationally.

West African states have also relied on other types of organizations, such as development companies
(e.g. the Society for the Development of Oil Palm (SODEPALM) in Céte d'lvoire and the Sugar Company
of Comoé (SOSUCO) in Burkina Faso) that were directly involved in production. Governments have also
supported the establishment of state cooperatives that helped support small producers in each of these
sectors. These cooperatives were also responsible for providing inputs and other services to producers.
Above all, they responded to the public sector’s will to have a contact partner in rural areas, as was the
case in Senegal (Socodevi, 2008). Moreover, they could also weakly self-organize, given that governments
have often sought to control producers by limiting the number of organizations and promoting their
“champions” to obtain political support from rural populations (Murphy, 2010).

The slow decline and demise of the export commodity model

From the second half of the 1970s, the changing economic environment had a significant effect on the
sustainability of this approach, particularly with the decline in international prices for these crops (Figure 7).
After the 1973 oil crisis, soaring prices for other agricultural products increased revenue for these countries
but also increased prices for energy and imported agricultural inputs (especially fertilizers). As a result of their
increased income, these countries indebted themselves heavily, based on optimistic projections regarding
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future export earnings. But the ensuing collapse of prices meant that these indebted countries have been
unable to pay their debts, given their emaciated revenues.

Declining prices have also caused the collapse of international agreements on these products and
goods, thus ending any international trade regulation for them. Countries in the region have therefore
suffered a significant loss of income — agricultural and non-farm — which had been drawn primarily from
these exports. They also gradually lost their market share in these sectors, starting in the 1980s, with the
rise of other competing regions, such as Southeast Asia. In addition, it was during this period that the
African continent, including West Africa, became a net food importer, largely because of the significant
increase in population in the 1960s and increased consumption per capita (Rakotoarisoa et al., 2011).
The loss of export revenues has also made it difficult to finance these imports.

Figure 7. Evolution of international commodity product prices (1960-1990)
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This new situation revealed and exacerbated the flaws of the institutional configuration in the export
model strategy. Agriculture parastatals were faced with extremely low prices for the sectors concerned,
making it more and more difficult to subsidize them, and therefore creating many fiscal deficits. At
national level, the mismanagement of these organizations intensified the financial pressure, resulting
in significant operating costs, red tape and rampant corruption (Murphy, 2010). This all led to a decline
or even collapse of the quality of services provided by these agencies throughout the value chain. The
drop in prices could not be compensated by productivity gains within each value chain, partly because
parastatals had the monopoly, which resulted in a lack of incentive to be competitive. Moreover,
although the state had previously reaped benefits through the control of these sectors, it reinvested very
little in research and development,? meaning that yields achieved in these sectors evolved only slightly in
the 1970s and 1980s (Figures 8, 9 and 10) and did not increase steadily, especially in comparison with
other competing regions.

2 Consumer spending has been preferred, especially to meet the needs of growing populations.
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Figure 8. Evolution of cocoa yields (Hg/Ha) for some major producing countries (1961-2005)
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Figure 9. Evolution of coffee yields (Hg/Ha) for some major producing countries (1961-2005)
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The fact that public officials predominate in these sectors has weakened other actors who could
potentially be involved along these value chains, impeding them from fully participating; this includes
producers’ organizations and associations and other private actors, such as traders at all levels,
specialized companies and product processing units, which are often dependent on the issue of licenses
by public authorities and confined to a minor role in the national market. The weakening of these actors
has somehow deprived the system from finding alternatives to cope with its difficulties and has mainly
favoured the sector losing competitiveness and productivity.

Given the difficulties faced in these value chains and the reversal of the dominant economic paradigm,
donors and international development organizations have begun to promote deregulation and the
state’s gradual withdrawal by implementing Structural Adjustment Programmes (SAPs). These sought
to revive economies in developing and least-developed countries by restructuring the different sectors
through liberalization. In parallel, intergovernmental groups (IGG) were focused on strengthening
markets that became the cornerstone of the agricultural sector’s development in the new dominant
paradigm. Liberalization was quickly placed at the centre of aid conditionality and was carried out in
West Africa through a long process. Table 6 below provides an overview of the progress over time of
the liberalization phase and the gradual end of the value chain supervision.
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Table 6. The liberalization process for a few basic agricultural sectors in West Africa

Agricultural sector End of liberalization process
Nigeria Cocoa 1986
Niger Groundnut 1988
Cameroon Coffee-Cocoa 1994
Ghana Cocoa 1995
Ghana Cotton 1995
Burkina Faso Cotton 1996
Togo General 1996
Cote d'lvoire Cocoa 1999
Benin Cotton 2000
Cote d'Ivoire Cotton 2004
Senegal Groundnut 2004
Mali Cotton Ongoing

Source: compiled by authors

In fact, as shown in Table 6, while SAPs were promoted from the early 1980s, liberalization took much longer,
proceeded piecemeal, and reached varying degrees of completion. The reasons for this are numerous. First,
the high degree of government dependence on the cash crop revenues made it difficult to withdraw state
control; additional factors were lack of viable alternatives and lack of a private sector ready to take over, as
well as weak producer organizations, having found it difficult to manage some of the previously state-run
services effectively. However, the mounting and unsustainable indebtedness of the parastatals and the serious
macro-economic imbalances that resulted made it difficult for the government to resist or to reverse course.

2.2 Case studies

A. The groundnut value chain in Senegal: slow decline of a state-controlled sector

From the beginning, the colonial administration supported the development of the groundnut sector
in Senegal by building infrastructure to transport crops, starting in the early 1920s, and by setting up
development agencies and research centres to support producers (Freud, 1997). In 1936, eight companies
were active in the groundnut value chain (Freud, 1997). Following its independence, the Senegalese
economy continued to support the groundnut sector, particularly export production, which accounted
for 80 percent of exports (Brintrup et al., 2008).

The Senegalese government strongly managed the sector through many successive parastatals over
the years (Bruntrup et al., 2008; Ndiaye, 2008). Since 1966, the National Office of Marketing and
Development Assistance (ONCAD) has been the cornerstone of the groundnut policy in Senegal. Indeed,
it annually fixed the producer price (Ndiaye, 2008) and was responsible for supplying inputs and seeds,
modernizing equipment and transportation, marketing the production, and especially supervising
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cooperatives that were created mostly through the government that marketed their crops (Freud, 1997).
The Senegalese company for the commercialisation of agricultural machinery (SISCOMA), created in
1963, aggregated all groundnut production that transited for further processing, thus benefiting from a
strong monopoly position. The value chain was even more tightly controlled given that the Senegalese
government supported and managed the main producer associations and organizations, especially in
the 1970s. Nationalizing oil mills gave rise to the National Seed Marketing Company (SONACQS), in
charge of marketing groundnut oil, with a monopoly over production exports. Agricultural extension
strategies were also developed through SODEVA (Society for Development and Agricultural Extension),
which replaced the French SATEC (Society of Technical Assistance and Cooperation) that had ensured
agricultural extension in the sector from 1964 to 1968.

France continued to subsidize the groundnut sector in Senegal, in part because of the strong presence of
the French company Lesieur, which enjoyed a local monopoly on vegetable oil markets. However, from
the 1980s, the industry was faced with increasing difficulties, in part because the new management
was burdened by bureaucratic weight, as well as weak technical capacity and expertise, leading to poor
decision-making and resulting in decreased performance.

These difficulties gradually led to liberalizing the sector. In 1979, the ONCAD was eliminated to reduce
debt linked to administrative constraints. In 1985, the state ceased to support access to credit for farmers,
who were then forced to contend with higher market interest rates and more stringent conditions.
This was followed by a slow erosion of yields (see Figure 10). From the 1990s onwards, the sector has
faced a real crisis, as a result of gradually declining competitiveness due to the rise of alternative oilseed
oil products in the global market (palm oil, cottonseed, rapeseed, sesame), which caused groundnut
market share erosion and falling export prices. The scheme’s excess profits were not reinvested enough
in research or infrastructure to maintain the sector’'s competitiveness. After keeping it alive through
subsidies for several years, despite a constant decline, France finally withdrew its support.

Figure 10. Evolution of groundnut yields (Hg Ha) for some major producing countries (1961-2005)
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The state’s withdrawal had disastrous consequences for all areas in the country where groundnut was the
main crop, with rural poverty worsening. The state also pulled out of the value chain’s upstream sector by
reducing its agricultural extension services (SODEVA was abolished in 1998) and ceasing to support supplying
farmers with inputs. Finally, in 2004, the state’s disengagement process was completed with liberalization of
SONAGRAINES, along with the state selling most of its shares. The only exception is the 120 XOF (African
Financial Community francs) so-called “backup price” maintained by the state, which is considered far too
low by producers (Briintrup et al., 2008). Despite the state maintaining a subsidized price, liberalizing the
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groundnut sector has had a negative impact on the value chain; the private sector has had no incentive to
invest in a market losing competitiveness with other products and this has resulted in an institutional vacuum
in Senegal’s first export sector.

This has significantly and negatively affected incomes of groundnut producers, greatly impoverishing them,
dragging down rural economies and increasing widespread poverty. Worse, many farmers were not able to
replace groundnut with other more profitable crops since in many cases the sandy soils (better adapted to
groundnut) were so depleted that they could not easily support other crops. Many producers have therefore
been forced to continue to grow groundnuts despite lower returns.

The tragic outcome of the groundnut sector in Senegal clearly illustrates the weakness of making the
agricultural sector as a whole dependent on a single lead crop that may have boomed in the past but has
no real long-term sustainability. The groundnut sector was strictly controlled and managed for a long time,
through the efforts of the various Senegalese parastatals or through grants by the French government. This
allowed it temporarily to maintain a dynamic value chain but the state structure could not hold fast against
a progressively unfavourable international economic situation and the rise in the world market of more
profitable and competitive substitute products (such as sesame or rapeseed). When Senegal was forced to
liberalize groundnut production at the same time that France withdrew its financial support, the sector’s
collapse led whole parts of the economy and small producers involved in the value chain into precarious
conditions because the private sector has neither invested nor truly become involved.

In summary, the case of groundnuts in Senegal is a classic example of a sector inefficiently run by the state,
without the inclusion of sufficient safeguards to ensure continued productivity increases and long-run
sustainability. The state controlled the entire value chain, reaping much of the value added as long as world
prices were sufficiently higher than the price floors guaranteed to farmers. Private agroprocessors (including
the monopoly-holding company, Lesieur) also enjoyed a near monopoly on the vegetable oil market, depriving
the sector of the healthy competition that would have ensured continued investment in productivity-enhancing
technologies and strengthened competitiveness. Producers of groundnuts, despite their organization into
cooperatives, were the weakest link in the chain. The government agencies merely used the cooperatives
to supply the needed inputs and to collect the raw product for later marketing and processing. Farmers had
little bargaining power to influence prices, ensure upgraded technologies or extract a greater share of value
addition. Over time, the sector saw its competitiveness diminished by both the increasing loss of soil fertility
through continued cropping and the rise of substitutes in the world oilseed market. These factors, along with
inefficient management of parastatals, progressively combined to erode global demand for groundnuts and
groundnut oil and depress its prices. Eventually, the parastatals started operating at a loss, which could only
be remedied through a temporary infusion of subsidies, without an accompanying strategy to redress the
loss of competitiveness. The lack of private sector enthusiasm for investing in a value chain already in decline
hastened the final collapse of the state-controlled model for the groundnut value chain.

B. The cocoa value chain in Cote d’lvoire: a failed case of cooperatives control

Like groundnuts in Senegal, cocoa was supported in Codte d’lvoire by the French colonial authorities,
although to a lesser degree and at a later date. In Cote d'lvoire, the interest in growing cocoa began
in 1912, and was based on a colonial-style production (ECOWAS-Sahel and West Africa Club/ OECD,
2007). To support cocoa production, the colonial administration also established a research centre,
as well as a price system that excluded domestic producers from the sector until its abolition in 1944
(ECOWAS-SWAC / OECD, 2007). In 1955, the colonial authorities set up a stabilization fund that was
maintained after independence in 1960, and taken up by President Houphouét-Boigny. Indeed, since
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independence, the government of Céte d'lvoire has sought to control national cocoa production, given
the large share it has held on the world market (FAOSTAT, 2012). From the 1960s onwards, the first
management model in Cote d'Ivoire relied heavily on CAISTAB (a stabilization fund), which comprised a
wide range of powers, including establishing fixed prices throughout the value chain, thereby affecting
the incomes of all the actors involved by fixing allowed costs and margins (Varangis and Schreiber,
2001). CAISTAB also monopolized the marketing and export of cocoa.

Indeed, any exports by individual operators had to receive CAISTAB's approval. Private operators,
producers or producer organizations/cooperatives could sell cocoa in the internal market but were still
under the control of CAISTAB, which defined each actor’s margins, or flattened transport prices through
a system of subsidies and repayment by traders who provided the transport (Varangis and Schreiber,
2001). CAISTAB was also responsible for product quality. It also controlled prices given to farmers,
guaranteeing them a minimum income. These prices also mitigated changes in international prices
through selling in futures markets (selling and buying to be executed in future transactions with pre-
agreed prices); this provided some price stabilization throughout the year. In this system, producers and
their organizations lacked resources compared with this monopoly and therefore could not influence it
as they were dependent on it. Private operators were mostly French intermediaries who “specialized in
trading” and profited from import-export operations.

Figure 11. Producer prices compared to world prices in the cocoa sector in Cote d’Ivoire (USD per tonne), 1971-2009
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With the state’s monopolization of the sector (through CAISTAB), risks were pushed upstream and ab-
sorbed by producers, while benefits were largely absorbed by the state in the form of substantial revenues
related to indirect production taxation and also by intermediaries who shared sales and export margins.
CAISTAB also faced financial difficulties for various reasons. The administrative and organizational opera-
tions proved ineffective and poorly suited to manage price risks, which had serious consequences when
cocoa prices fell. Indeed, in 1988, a significant drop in cocoa prices led to the collapse of the International
Cocoa Organization’s international stock system and to strong budgetary pressures for CAISTAB. Accord-
ing to Varangis and Schreiber (2001), until 1986, CAISTAB could accommodate price changes simply by
adjusting prices offered to producers. But the price drop below USD 3.00 per kilogram, mainly due to
failure of the international agreement on prices, led to serious difficulties for producing countries such
as Cote d'lvoire and agencies such as CAISTAB, which resulted in a drop by half in real output prices
(1989/90). The financial crisis in the sector had made its circumstances unsustainable.
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Liberalization and privatization of the sector had become inevitable. In 1996, domestic prices previously
fixed by CAISTAB were partially removed,? while CAISTAB's marketing of cocoa was limited to 15 percent
of annual production, thus leaving room for private operators. Finally, its expenditure and budget were
scaled down. Three years later, in 1999, faced with the limitations of these partial reforms, the govern-
ment invited private operators to be part of CAISTAB's organigram, while fixing and price regulation were
abandoned. Although this liberalization allowed for greater participation of private actors, the effect on
producers was generally negative because they became exposed to more pronounced price volatility.
Indeed, although producer prices rose immediately after liberalization, they fell in the years immediately
following (as shown in Figure 12 below).

Figure 12. Evolution of producer prices (FCFA per tonne) in the cocoa sector in Céte d'lvoire (1991-2009)
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For small farmers who depend on these crops for their income, negative effects of falling prices (such as
in 2004) can have much longer-term harmful consequences than the benefits gained by temporal price
increases (such as those of 2002 and 2003). One of the criteria for long-term viability of these export
sectors is based on an effective system of price stabilization.

In summary, this is a clear example of a value chain controlled by a single parastatal whose singular
objective was to extract maximum rents and revenues, without investing back into the value chain to
ensure sustainability and long-run viability, especially given that the commodity is produced and sold as
raw fruit to a global market that is increasingly competitive and therefore subject to high price variabil-
ity. The value chain was also run with little consideration for including small-scale producers who absorb
a higher share of risk compared with parastatals and private actors downstream. Moreover, there were
no attempts to break the monopolies of multinationals and initiate local processing opportunities or to
introduce market-based risk management instruments. All this condemned the system to become less
viable over the long run. This is also a clear example of how not to have a value chain that is linked to
multinationals and subject to their market controls but run entirely by a parastatal (in this case CAIST-
AB), controlling everything from price regulation to pre-setting each actor’s margin and profits. Such a
system proved to be unstable and incapable of withstanding and surviving such huge swings in world
prices as have happened in the past.

3In 1996 they were only removed from group purchasing centres for cocoa beans and from transport costs.
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C. The cotton value chain in Mali: A weakened sector, too important to privatise

France's interest in cotton in Mali started in 1921 when the first infrastructures were built that eventually
led to creation of the IRCT (1946) and the CFDT (1949). The latter was given the mandate of providing
a stabilization fund that guaranteed prices to producers. After independence, the Malian government
maintained the CFDT to regulate the sector (Tefft, 2004). Its strategy was based on intensifying produc-
tion by developing quality fertilizer and providing it to producers, as well as promoting animal traction
and facilitating purchase loans (Tefft, 2004). This highly-regulated production intensification strategy
was successful for several years with a significant improvement in yields. The CFDT administratively
fixed prices and protected producers against the volatility of international prices. Between 1960 and
1972, cotton producers were paid, on average, 30 percent of world prices. The CFDT also exercised a
monopoly in collecting, ginning and marketing of cotton and ensured the export of cotton production.

Figure 13. Producer prices compared with world prices for cotton (fibre) in Mali (USD per tonne) 1966-1990

4000
2000 —
e e —_ T —
0
O N 00 OO O o AN N < 1D O N 0 OO0 O o NN N < 1 O N 0 O O
© U © O R N NNRMNNIBNRIKNKIDNINING 0 00 00 00 00 0 00 60 0 O
a OO OO OO OO OO OO OO OO OO OO O O O O O O O O O O O O O O
D TR e R B o IR o R e TR o B o IR o R e B B o B o R o B o B o IR o R e IR I e IR e IR e I R o B o |

Producer price  ====\Norld price
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Once the contract between the French CFDT and the government of Mali expired, the latter partially
nationalized the sector by creating the Malian Company for Textile Development (CMDT)* and controlled
exports through the Malian Import and Export Company (SOMIEX). In this way the government sought to
strengthen its control over this export crop of prime importance that generated nearly USD 33 million in
1974 and roughly USD 96 million in 1985 for the state (with a tripling of income in ten years, FAOSTAT,
2012). The role of the CMDT has been expanded compared to that of the CFDT, by supplying new services
such as agricultural training (in maize production and metalwork), equipment supply, construction and
maintenance of rural roads, health infrastructures and drinking water, and agricultural research (Tefft,
2004, Tefft, 2010). This is in addition to its traditional role, namely providing services directly related to
cotton production and maintaining the system of setting producer prices, input supply and access to
credit.®

Over 30 percent of rural households in Mali produce cotton. Given the importance of cotton in Mali's
rural economy, it was customary for cotton producers to organize themselves to better serve their
interests and influence the state-dominated management of the sector. Many village associations were
formed in Mali from 1974 on, when the CMDT was created; by 1987, the number of these associations

4The CFDT maintained 40 percent of shares in the new national carrier, which facilitated continued technical and financial
collaboration between the CFDT and the French government (Tefft, 2004).

> Credit was managed by the Société de Crédit Agricole et Equipement Rural (SCAER) until 1980 (Ministry of Agriculture of
Mali, 201 1) before the National Bank for Agricultural Development (BNDA) took over to address the various management
problems faced by SCAER (Tefft, 2004).
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had risen to 950 (Tefft, 2004). The CMDT, realizing it could not block them, decided to involve them
as local relays to reach cotton farmers, providing services, inputs and necessary credit and receiving in
return the collected cotton production (Bonnassieux, 2002; Tefft, 2004).

The period under the aegis of CMDT has been characterized by low production profitability (compared with the
CFDT). This may indicate that the new management under CMDT did not include technically and managerially
qualified officers as did the previous structure under French administration. The many shortcomings of CMDT
have been revealed as well, such as excessive costs, poor resource management, duplication of responsibilities
and a lack of cost control (Tefft, 2010). Moreover, the international price situation was not favourable. Thus,
between 1974 and the mid-1980s, the CMDT lost about XOF 130/kg of cotton fibre (Tefft, 2004). Under
these conditions, maintaining subsidized prices became more difficult and several times (in 1985, 1992, 1995
and 1999), the CMDT had to provide producers with prices that were lower than world prices.

Given these difficulties, the institutional changes in the sector have led to an increased — albeit still limited
—role for private actors. The CMDT is now a mixed public/private structure (60 percent controlled by the
Malian government and 40 percent by private French actors. At the producer level, village associations
are better developed and grouped under a single union (Union of Cotton and Food Producers, SYCOV).
However, their room for manoeuvre to influence the sector management has remained very limited,
while the international cotton trade situation tended to gradually worsen. The devaluation of the XOF in
1994 allowed some recovery in producer prices for a period of time; however, in the early 2000s, cotton
prices feil®, causing a real crisis for the value chain and the CMDT.

Faced with these difficulties, the sector’s management is not strong enough. This is reflected, for example, in
difficulties providing inputs of adequate quantity and quality, as well as in their price increase. Similarly, the
guality control by some of the responsible organizations has also declined, which has led to deterioration
of the production quality. Ultimately, neither the village associations nor their union were strong or credible
enough to mount an effective bargaining campaign on behalf of cotton producers. Moreover, they had little
bargaining power vis-a-vis ginners, as cotton producers had fewer alternatives (given the long-standing state
neglect for food crops, which had stagnated under very low yields and undeveloped marketing channels; see
Chapter 15 regarding the case of sorghum and millet). As a result, cotton production declined sharply in 2004
as many farmers began turning away from this crop. Since then, the country has lacked the ability to forge
a new and viable long-term strategy for this sector on which a large number of Malian households continue
to depend, fostering an endemic structural crisis. As the value chain’s liberalization is still not complete, the
CMDT continues to be in charge of some of the traditional management functions.

In summary, the cotton value chain in Mali has gone through a long series of episodes of state control, first
by the French (CFDT) and then by the Malian government (CMDT). The value chain was tightly controlled
and vertically integrated and for a period yielded positive results, especially when yields were improving and
world demand was strong. However, over time, both internal and external factors combined to undermine
the long-term viability of this strategic sector. Poor management and poor decisions by the CMDT, combined
with falling world prices (due to subsidies in richer countries, the rise of fibre substitutes and productivity
improvements by competitive suppliers such as China and Brazil) offered a bleak prospect for this sector for
all the major producers in West Africa. Because cotton producers did not have any economic or bargaining
leverage (despite being organized as village groups or unions) the state could dictate the prices they received,
which were just above the “walk-away price”” but no higher; the average price received was way below
the world market price (Figure 13). Under the steady decline of world prices, the state itself started
losing money, and eventually pushing the whole sector into a state of crisis. But a simple and clean-cut

61n 2001 the price of cotton fell by 42 percenr (Tefft, 2004).
7 Price below which farmers with have no incentives to grow cotton.
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total liberalization of the system proved too difficult to withstand; hence, there was a protracted period
of half measures and attempts at partial liberation measures. Meanwhile, many cotton producers began
reducing cotton acreage, turning to alternative crops (rice, sesame, maize, etc.).

D. Lessons learned from these case studies

The export commodity model illustrated by the three cases just analysed has a number of common
features. It is state-run (usually led by a parastatal that intervenes across the value chain) and the private
players (agroprocessors and farmers) have relatively little bargaining power whether they are organized
(as in groundnuts and cotton) or not (as in cocoa).

Initially, export commodity producers were benefiting, as yields improved through investments in
research and provision of inputs, and as long as world prices were much higher than received prices, even
accounting for variability (see Figure 11 for cocoa and Figure 13 for cotton). For example, cocoa farmers
in Cote d'lvoire “rarely received more than 50 percent of the export price” (Varangis and Schreiber,
2001). Also, as long as world prices fluctuated above the floor (received) price, farmers could count on
this price stability and continue to engage with these commodities, especially as the alternatives (food or
cash crops) offered less revenue. However, over time, the parastatals reduced the fixed producer prices
(from their stable position in the 1980s) as world prices kept falling, sometimes by half, as in the case of
cocoa in Cote d'lvoire. Losses to income were simply passed on to farmers.

Apart from the basic processing activities off the farmgate (ginning for cotton, or roasting for cocoa),
most of the private actors were intermediary marketers and traders who had established business
relations with European importers. These intermediary actors ensured profit margins for themselves and
thus were less vulnerable to price fluctuations. This was not the case for producers, who not only had to
face declining price factors over time but had to contend with rising input prices, further squeezing their
margins and revenues. Therefore, under this value chain model, producers absorbed much of the risk.

In all three cases analysed, producers have been the big losers when commodity markets were in crisis.
This is partly the consequence of the monopolistic structure of the export commodity model, as well as
the lack of attractive alternative enterprises for producers. Another important finding was that even when
producer organizations existed (groundnut cooperatives in Senegal, cotton farmer groups in Mali) they
were largely ineffective in leveraging their organizational power and therefore could be easily controlled
by the state agencies. This suggests a serious organizational weakness in these producer organizations
and a need to establish different forms of governance and structure, suitable for economic and market-
oriented approaches. All this requires a serious look at how these organizations should be structured
and governed, and how their internal capacity can be enhanced in order to become credible economic
partners fully capable of engaging with the market (see Chapter 7 for a full treatment on this subject and
the methodology proposed to create such market-oriented organizations).

The governance structure of the export commodity model was skewed in such a way that too little of the
income extracted from the value chains (captured disproportionately by the parastatals and, to a lesser extent,
the intermediate marketers) could find its way back as investment for improving farm-level productivity,
maintaining competitiveness of the value chain and introducing risk mitigation measures (such as insurance)
to strengthen farmers’ resilience against risks and uncertainty and thus ensure sustainability.

When these internal factors were combined with external trends (long-term price declines, rising
competition, emergence of substitutes, etc.), returns from these export commodities dwindled, putting
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all the players into a precarious situation that eventually led to the collapse of these value chains and
failure of the state-controlled export commodity model.

Liberalization of these sectors was not a panacea. Farmers who continued with these export commodities
(though with lower acreage) had to deal with increased production and transport costs while facing
more difficulties in accessing inputs and credit (Murphy, 2010), not to mention greater exposure to price
variability with the removal of minimum price floors. Liberalization has exposed farmers to increased
variations in world prices with no improvement of average received prices®. These losses have more than
offset financial gains acquired through tax abolition. In fact, these cash crop production systems were
destabilized enough to result in a serious demise of the state-controlled value chain model.

3. High-value private-led export commodity model

3.1 Context and significance

The continued erosion of competitiveness of traditional export commodities through the 1980s and
1990s, and the liberalization that followed, opened the door for growth and investments in a number of
non-traditional, high-value export commodities in many West African countries, notably in horticulture
and floriculture. Swinnen et al. (2009) calculated an agricultural growth index and showed that, a
decade following the reforms, traditional export commodities grew only by about 35 percent, compared
with 50 percent for non-traditional, high-value exports and 60 percent for staple food sectors.

In some African countries, private agrobusinesses managed to integrate the rapidly transforming global
food system, producing and exporting niche products from horticulture and floriculture. During the
1980s, the global food system experienced significant structural changes as a result of rising demand,
changing food preferences, growth of supermarkets and technological advances that facilitated long-
distance trade of perishable products within shorter periods (Takane, 2004; Murphy, 2010). Demand
for fresh fruits and vegetables has risen strongly in high-income countries, such as in Europe (Singh,
2002), creating new export opportunities for African producers for a variety of high-value products.
These developments have greatly facilitated long-distance trade and opened new opportunities for new
value chains to develop or expand, including from West Africa with its comparative advantages (low
cost of production and labour) and the possibility to produce off-season. Moreover, African producers
and exporters have been able to exploit the links that already existed, with European buyers allowing
for easier market penetration in some cases.

Unlike the traditional export commodities, these high-value export products were largely driven and
run by private actors and agrobusinesses, while the state played only an indirect role. The high-value
chain commaodities are organized according to vertically-coordinated supply chains, dominated by a very
small number of agrifood multinationals. The value chain leader is the retailer at the downstream end
of the value chain, who dictates the terms of trade, sets the product quality specifications, and imposes
standards and other conditions demanded from suppliers (such as EurepGap). Producers and suppliers
at the upstream end could either comply or be left out of the market altogether. This meant that
farmers and agrobusinesses had to have a large enough size, capacity and capitalization to withstand
the costs of compliance and to make the investments necessary to capture market shares.

8 Delpeuch et al. (2010), show that the actual price of cotton production in West Africa’s three major cotton
producing countries (Benin, Burkina Faso and Mali) has not really increased with liberalization.
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On the plus side, these non-traditional export commodities offered new scope for diversification with
strong returns on investments and with added local employment benefits. For example, 10 000 people
worked in the banana sector in Cameroon in 2003, 35 000 people in the banana and pineapple sectors
in Cote d'lvoire in 2002, and 12 000 people were employed in the string bean sector in Senegal in
2005 (Maertens et al., 2009). On the downside, these non-traditional export value chains had limited
impact on agricultural development and did not offer an alternative of comparable size to the common
traditional exports, which were still far more significant for the national economy.

Table 7. Employment in exporting horticultural sectors in Cameroon, Céte d'Ivoire and Senegal

Country Production Year of survey Number of employees in the sector
Cameroon Banana 2003 10 000
Cote d'lvoire Banana and Pineapple 2002 35000
Senegal String Beans 2005 12 000
Cherry tomatoes 2006 3 000

Source: Source: Maertens et al. (2009)

3.2 Case studies
A. The pineapple value chain in Ghana: Strong potential but not for smallholders

Pineapple is one of the leading horticultural export crops in Ghana (Danielou and Ravry, 2005). Pineapple
exports doubled from 1997 to 2004, reaching 70 000 tonnes sold for a value of USD 22 million,
making it the number one export in value (Danielou and Ravry, 2005) (Figure 14). Ghana quickly built a
competitive advantage over other suppliers by using a reliable national airline system, a reliable harbour
and lower production costs (Danielou and Ravry, 2005). The pineapple value chain is essentially run
by the private sector, dominated by medium to large-size farms upstream, and by export companies
supplying European supermarkets. Farms producing pineapple rely on their strong capacity to meet the
required standards and to adjust to changes in demand requirements by European buyers.

Figure 14. Evolution of pineapple production (tonnes) in Ghana, 1990-2000
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Smallholder farmers also produce pineapple in Ghana, as this product is accessible and labour-intensive
(Takane, 2004). However, smallholders are excluded from the pineapple export value chain because
they are unable to meet the stringent standards and specific quality specifications of European retailers.
Among these is the requirement to buy only the Smooth Cayenne pineapple variety. Small producers
were not able to switch easily from existing varieties, due to the expense and investment required, and
were thus excluded from European markets. As small farmers lost export market share because of the
change of variety demanded by buyers, their incomes fell.

The sector is segmented: medium and large farms dominate export production and small farmers
produce pineapple for the local market, with smaller income prospects. Thus the stringent standards
serve as a real barrier for smallholders who would otherwise have the capacity to produce and supply
these exportable commodities, as they have no difficulty acquiring productive capital or obtaining credit
for inputs (Ravry and Danielou, 2005).

In summary, the case of the pineapple in Ghana is an example of a value chain focused on an export
market led by multinational food retailers whose primary objective is to meet high-income consumer
demands for diversified, high-quality food products. The effect on the producers upstream is to favour
large-scale and well-capitalized producers who are able to make a successful entry into the market.
Small farmers who have the capacity to produce and supply are handicapped by their inability to meet
the compliance costs. Thus the value chain, to the extent that it offers significant scope for growth and
expansion, needs a policy framework that will not only enable sustained competitiveness but also enhance
smallholders’ capacity to participate in the value chains. This could be accomplished by expanding
market outlets and providing incentives for value addition to the products serving domestic or regional
markets, thus contributing to more inclusive value chain development. Clearly the impressive growth
of the export volume (and value) for pineapple from Ghana points to a real competitive advantage;
however, the exclusion of smallholder producers with highlights a gap that needs to be corrected in
the context of an agricultural growth strategy based on a wide diversification of inclusive value chains.

B. The banana sector in Cote d’Ivoire: Liberalization improves competitiveness but
marginalizes smallholders

In Cote d'lvoire, production of bananas is combined with mango and pineapple to form the so-called
“fruit” value chain, which represents the second largest source of export for the country (OCAB, 2000). This
production focuses almost exclusively on exports, as less than a third is for the local market. The banana sector
has been heavily supervised since its inception during the colonial period. After independence, new institutions
were created, starting with the Technical Assistance for the Modernization of Banana and Fruit Production
Company (SOMOBAF) set up in 1962, and then the National Packaging Society (SONACO) established in
1963. Different cooperatives, grouped under a single large cooperative, managed banana production. The
Cote d'lvoire’s Banana and Fruit Production Agricultural Cooperative (COFRUCI) was replaced in 1975 by
the state-run Ivorian Fruits and Vegetables Marketing Company (Koffi Kouassi et al., 2005) which folded
three years later, opening the door for the return of a cooperative, reinstated as Producers’ Cooperative
for Commercialization of Fruits and Legumes in Céte d'lvoire (COFRUITEL). This institution then experienced
managerial and technical difficulties, resulting in a real crisis for the banana value chain and a significant drop
in production (from 166 000 tonnes in 1974 to 86 000 tonnes in 1982) and fruit quality deterioration (Koffi
Kouassi et al., 2005). The COFRUITEL was disbanded in 1986, thus opening opportunities for autonomous
export structures while the government withdrew from production altogether.
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Since 1991, the Pineapple and Banana Producers/Exporters Central Organization (OCAB) has organized
the value chain and the profession. OCAB is also responsible for transportation, while independent
marketing Groups that are members of OCAB are in direct contact with importers with whom they
establish trade relations, without state intervention. In 1992, the banana sector was fully liberalized,
prompting the entry of multinational companies such as the CBS and Banador groups, which have
invested in the sector (COGEA, 2005).

Deregulating the banana sector, along with fully involving private enterprises, has had a significant economic
effect and the share of bananas in agricultural GDP has increased between 8 and 10 percent, with Cote
d'lvoire becoming “the first African supplier of bananas to the EU market” (Koffi Kouassi et al., 2005). The
economic situation of small producers, however, has not yet improved. Indeed, in 1982, smallholders were
responsible for 24 percent of exports, but this share declined significantly starting in the mid-1980s, especially
after the establishment of autonomous export structures in the early 1990s. By 1988, approximately 160
smallholder plantations generated only 5 percent of total exports. In 2000, there were only 52 small (less than
10 ha) banana plantations left in the country (Koffi Kouassi et al., 2005). It therefore seems that liberalizing
the sector has gradually marginalized small producers/growers, as most of them are poorly supervised and
equipped and do not have sufficient resources to meet export production requirements, given their very low
yield levels (5 t/ha) and their limited capacity to invest to sustain their competitiveness (OCAB, 2000). Following
liberalization, the value chain has become more concentrated; it now has a small number of large producers
while many small farmers have been forced to leave the sector (Koffi Kouassi et al., 2005).

In summary, the lessons from the Cote d'lvoire banana value chains are as follows:

(@) A state company or a cooperative of producers (if managed like a parastatal) is an inefficient vehicle
to manage an export-oriented value chain with multiple multinational competitors and diverse import
markets requiring stringent standards and quality specifications. The numerous failed organizations that
succeeded each other in managing the banana export market segment point to internal leadership and
management weaknesses, as well as lack of adapted governance structures.

(b) When the sector is fully liberalized and competition among private actors is allowed, this also tends to
facilitate coordination (as done by OCAB) and to result in improved competitiveness and performance as
shown by the market share gains following deregulation. However, greater competition and the entry of
multi-nationals also meant squeezing out the small-scale producers, who ended up being marginalized.

(© In this case what seems to be required is fostering of a true banana interprofession, inclusive of
smallholder producers’ representatives. These representatives would need special incentives to
strengthen their bargaining capacity and improve their ability to comply with higher standards, as
well as training in technical, managerial and marketing areas so they can become more effective
players within the value chain. Here the role of the state is to focus on creating the correct incentives
needed to strengthen the inclusive side, leaving the goal of competitiveness to market processes
and coordination among private actors.

C. Lessons from the case studies: implications for smallholder inclusiveness

Small producers of traditional cash crops (groundnuts, cocoa and cotton) were not always able to diversify their
activities to other crops, especially in export markets. Capturing market shares in non-traditional high-value
chains requires significant investments and added costs to comply with standards and more stringent quality
requirements. Moreover, success in these markets requires strong and well-established organizational capacity,
quality infrastructure for post-harvest handling and flexible logistics. For all these requirements, smallholders
are at a disadvantage compared to entrepreneurs or medium- or large-sized farms (Fontan, 2006). The limited
internal capacities and low assets of small producers cause them to be excluded from export value chains.
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The tightly-integrated high-value export food value chains, the relentless drive to cut costs (including
coordination costs) and the need to adjust constantly to quickly-evolving consumer preferences in high-income
countries all combine to exclude small scale producers from participation. Consequently, small producers have
found themselves marginalized and facing slow erosion of their export market shares. For example, like the
banana sector in Cote d'Ivoire, small scale string bean producers in Senegal also saw their export share drop,
from 95 percent in 1999 to 52 percent in 2005 (Maertens et al., 2009).

However, there are many niche markets and high-value chains for which smallholder farmers can offer
a comparative advantage and successfully partner with agribusinesses. This is especially the case for
domestically-oriented segments of the high-value chain or when value chains rely on labour-intensive
production, for which smallholders can be more advantageous. An example is the domestic segment of
the pineapple sector in Ghana where small producers are still present. Subcontracting mechanisms have
also facilitated integration and protection for small producers, particularly for less perishable products.
Maertens et al. (2009) developed the example of outsourcing contracts for the string bean value chain in
Senegal. Humphrey (2007) states that “small producers organized in subcontracting mechanisms were
able to meet the most demanding markets requirements and demands.” Yet cases like these remain rare
and, while other opportunities exist, they remain to be fully developed.

One sure mechanism is to strengthen producer organizations to become credible economic players, effectively
intermediating between small-scale farmers and their economic and business partners. Producer organizations
with sufficient management capacity can effectively bridge the gap between production and product quality
enhancement to ensure enhanced capacity to comply with private standards and successfully fulfil market
requirements and contractual obligations. Developing a strategy for effective capacity building for the producer
organizations is thus a central prerequisite for coherent development of competitive and inclusive value chains.
It is also a key role for the public sector in fostering an enabling environment for value chain development.

4. Staple food value chains and the search for an appropriate
development model

4.1 Characteristics of staple food value chains

Compared to export commodities, staple food value chains can have a far more significant impact on
national food security and poverty reduction in West Africa. For example, the maize value chain in the
region focuses on local and regional actors, from producers to consumers, through various retailers,
processors and other intermediaries (Boone et al.,, 2008). Similarly, millet and palm oil are largely
consumed locally in the Western basin (CILSS et al., 2010) and out of the 50 000 tonnes of palm oil
produced in Guinea, only 9 000 are exported, implying that the rest is consumed locally. As another
example, the rice produced in Guinea is almost entirely marketed domestically (CILSS et al., 2010).

An institutional setting

A key feature of staple food value chains is the fact that these can be neither entirely state-run (as they
have multiple purposes, numerous marketing channel possibilities, and no significant revenues to be
directly captured by the governments) nor entirely by the private actors (as they have low margins of
returns and higher risks and uncertainty in production and marketing). Rather, a mixed model is at work
here, with policymakers and development partners promoting appropriate public/private partnerships
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(PPPs)° to promote investments in staple value chains. This goal is stated in many of CAADP's sectoral
strategies, in which a prominent position has been given to the need to establish PPPs. However, in fact,
the private sector participation in the staple food value chains is much lower than expected, pointing to
serious constraints (meaning an unfavourable environment). In staple food value chains, the public role
is limited, and focused on facilitating private-led initiatives to stimulate production, marketing and trade.

Trade policies also play an important role for staple value chain development. In this area, governments
in the region tended to be interventionist, without the necessary coherence expected to harmonize the
various declared strategy aims. Governments “occasionally resort to protectionist measures in case of
poor cereal harvests” (Araujo Bonjean et al., 2008). For example, at one point or another, Ghana, Nigeria
and Senegal all taxed rice imports to control them and protect their national productions (Lancon-Benz
and David, 2007). Burkina Faso, Mali and Niger have also not hesitated to ban grain exports in order
to reduce price increases and allow the supply of local markets and populations (Boone et al., 2008).

Structural impediments for staple food value chains

Staple food value chains face several structural limitations to their development:

- Staple food production is dominated by small-scale agriculture, with a large majority of farms of less
than 5 ha. This implies insufficient capital assets, limited investments, and lack of access to inputs
and technology to sustain higher yields.

- The problem of soil fertility is serious and quite widespread, compounded by the fact that staple
crops tend to be grown in areas where rainfall is not always sufficient or abundant but subject to
high variability. This also contributes to yields below the potential.

Other limitations of these sectors are closely linked to production upstream and downstream and

producers face many obstacles and challenges:

- Staple food producers face an unfavourable policy framework and lack of marketing incentives.
This includes limited access to information, inadequate extension services and limited access to
inputs (fertilizers, seeds, etc.) and credit (Boone et al., 2008; CILSS, 2010).

- Staple food value chains face obstacles to trade, especially at the regional level where the potential
for exchange is higher. Regional trade in staple food products is greatly hampered by red tape at
the borders, inconsistent and contradictory policies and different trade and unit standards.

The following two case studies will provide a specific context to describe these impediments and point to
ways of overcoming them in order to realize the presumed potential of staple food systems in the region.
4.2 Case studies

A. The cassava sector in Ghana: A dichotomy between local markets and the export sector
Cassava is one of the most important crops in Ghana, seen from either a strictly economic point of view
or in regard to food security. It is indeed the first crop in terms of quantity produced and the second

in terms of value (FAOSTAT, 2012) as well as consumption, insofar as it constitutes 20 percent of daily
calorie intake in the country (MAFAP Project, forthcoming).

% Since there is no universally accepted definition of PPP, the 2005 World Economic Forum attempted to define
the concept as involving “business and/or not-for-profit civil society organizations working in partnership with
government agencies, including official development institutions. It entails reciprocal obligations and mutual
accountability, voluntary or contractual relationships, the sharing of investment and reputational risks, and joint
responsibility for design and execution”, WEF (2005).
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The cassava sector has three main processing options; these are gari, which is mainly for local consumption,
cassava starch and cassava chips, which are both for export. Studies have shown that the industry favours
local consumption and markets, however, while exports are marginal (MAFAP Project, forthcoming).
Cassava plays a critical role in alleviating periods of food insecurity, as it is compatible with difficult
production conditions and can be grown and consumed within a short period.

However, the various processing possibilities could be seized to develop the value chain, in a similar
fashion to other initiatives undertaken by the Ghanaian state, such as the Presidential Special Initiative
(PSI) launched in 2001, which focused on developing export opportunities, especially from cassava
starch-derived products. To that end, the Ghanaian state implemented the Ayensu Starch Company
(ASCO), resulting from a PPP charged with transforming fresh cassava production into starch. This
initiative involved establishing contracts between cassava producers and ASCO, under which farmers
received inputs and technical assistance. ASCO's implementation also fostered organization by farmers
into several associations, but for the most part organization still remained weak (Global Donor Platform
for Rural Development, 2011). The strategy eventually failed because it had underestimated competing
cassava uses, especially for local consumption (MAFAP Project, forthcoming). ASCO had to close its doors
in 2008; it had been underutilized due to the fact that producers preferred to orient their production
toward local markets because they received higher prices than those offered by ASCO.

This experience illustrates the respective roles of the various actors in the cassava value chain. Research
is handled by public institutions like the Council for Scientific and Industrial Research (CSIR) or the Crop
Research Institute. The latter conducts research on production, and marketing. The public sector is also
involved in agricultural extension and technical advice operations, through the Ministry of Agriculture
and Food; however, a new approach seeks to give private actors a larger role in delivering technical
advice and extension services (Djigma, 2011a). Cassava production is largely in the hands of small-scale
producers. It is a flexible crop adapted to variable climatic conditions and can easily be grown even in
low fertility soils, as it requires little or no fertilizer (Djigma, 2011a). Downstream, a larger number of
small and medium enterprises handle cassava processing and marketing.

Cassava value chain development hinges on a dynamic processing segment. Options can include, on the one
hand, better serving local market demand through a steady supply of gari, and on the other hand, developing
high value-added processing for cassava starch™. This twin-track value chain strategy would require active
involvement of several actors. First, the state can take the lead in improving deficient road infrastructure,
which is a key obstacle. The state also has a role in promoting a transparent information system to encourage
competitiveness along the value chain and attract more actors from the private sector.

Another key objective for the cassava value chain development is to promote better processing that
will add value as well as reduce the large post-processing losses''. This is squarely in the domain of
private actors, who can mobilize expertise and technical capacity. In the area of research, both to
stimulate productivity (research for new varieties and production processes) and develop new processing
technologies, a strong relationship between the public and private sectors seems more suitable.

The role of producers and their organizations is also crucial in the cassava value chain development
strategy. They must benefit directly from productivity-enhancing support and from the research findings.
Through strong and self-reliant organizations, cassava producers can better leverage or access needed
credit and marketing opportunities for their supplies or through sub-contracting arrangements (with
processors, finance agencies, etc). In the end, the success of Ghana’s cassava value chain development

10 As stated in the Medium-Term Investment Plan, which seeks to modernize agriculture in Ghana, including the cassava sector.
" It is now estimated that post-processing losses amount to about one third of the production.
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strategy hinges on how effectively producers are integrated into the supply chain, whether for local or
export markets.

Clearly, cassava value chain development in Ghana, and elsewhere in West Africa, must focus on creating
the right dynamics within the sector to allow market-determined cassava by-products to be produced and
commercialized. While local and regional markets are the dominant drivers, export opportunities may
also develop and thrive as a result of a more dynamic cassava value chain. However, as the experience
described clearly demonstrates, focusing solely on the export segment of a predominantly domestically-
marketed commodity is not efficient. What is required is a focus on getting the fundamentals of the
staple value chain in place. Market segments (whether local, regional or international) will follow as
opportunities present themselves.

B. The maize sector in Burkina Faso: Obstacles and opportunities for a developing
multi-market value chain

Maize is an important crop for food and nutrition security throughout West Africa. Burkina Faso, one
of the key maize producers in the region, seeks to develop maize from subsistence to cash crop and to
meet both the domestic and export markets. Indeed, since 2005, maize imports have been declining
while exports are rising (Djigma, 2011b). Over the same period, maize market penetration reached nearly
75 percent of production in 2008 (Boone et al., 2008). The maize sector in Burkina Faso faces the usual
constraints of a staple crop on the verge of becoming a fully-developed market-oriented value chain.

Maize potential is enormous, owing to its adaptability to various local conditions and also to the multiple
market opportunities for food consumption, animal feed or industrial uses (via starch). The multiplier
effects for the local economy, jobs and agro-industrialization are also substantial. However, to achieve
the full potential of maize value chains, a number of constraints and bottlenecks must be removed. For
producers there are two key constraints to overcome: insufficient access to credit for inputs to raise
yields and productivity, and ineffective handling of maize surplus marketing that could be both efficient
and remunerative. These constraints also require effective instruments to reduce risks (in production and
marketing) and price variability.

The potential and the constraints for maize require a different value chain model than the ones that
have prevailed for export commodities. In the case of maize (and other similar staple foods), whose
production, processing and marketing are largely in the hands of private actors, the optimal value chain
model must be multi-actor and based on coordination rather than on full vertical integration. In this
model, the government plays a critical — but only supportive —role. Some of the current interventions
(partial subsidies for fertilzers, direct purchases for national food security storage through the National
Security Stocks Management Company (SONAGESS), price subsidies to deficit regions) could be revised
or improved while other interventions could be strengthened (support for research and dissemination
of improved seeds through the Institute of Environment and Agricultural Research (INERA), extension
services and capacity building, construction of a better legal framework for commercial transactions,
price and market information).

Maize marketing and processing is also dominated by a large number of small-size players with limited
capacity for upscaling or for introducing productivity-enhancing technologies. Maize is collected off-farm by
numerous collectors of various sizes who sell to wholesalers, who in turn deliver the maize via independent
transporters to secondary or urban markets. Downstream in the value chain, maize marketing is hindered
by weak legal protections and the resulting lack of transparency. As a consequence, maize markets remain
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informal, operating without the support of an open and transparent market information system that could
smooth out the transactions (e.g. in terms of weight, price and product quality). Moreover, the inadequate
infrastructure, along with onerous customs and administrative procedures (including excessive red tape and
corruption), keeps the unit transportation costs too high and hinders regional trade.

Maize processing (milling) is handled by a large number of milling operations. Small-scale milling is
geared to meet farm maize consumption, while milling by the few large industrial mills is aimed at urban
markets (Djigma, 2011b). To encourage more agroprocessing for maize, specific initiatives can be taken
by the government, such as credit facilities for small and medium-sized millers to upgrade their capacity
and their technologies. There is also a need to increase the processing capacity for maize to meet the
growing domestic urban market. This should be private sector-led, with appropriate incentives from the
government whose role is even more critical in fostering a favourable environment for facilitating maize
trade locally and regionally (across borders).

On the production side, resolving all the various constraints faced by smallholders requires the presence
of strong and credible producer organizations, capable of meeting the needs of their members. Properly
structured and properly managed they can facilitate producers’ access to funding and loans and quality
inputs and also help facilitate producers’ training and technology transfers (Djigma, 2011b). In Burkina Faso,
producer organizations have a long way to go before they become effective and credible economic players.
Starting in the 1990s, they emerged as a substitute for the retreating state in providing support to farmers
(input procurement for producers, extension and technical advice, product marketing, etc.). Yet these
organizations were, by and large, highly ineffective in performing these tasks as a result of both internal
(governance, structures, overly broad objectives) as well as external (unsupportive environment) factors. Even
the cooperative law (n°014/99/AN), which attempted to anchor the producer organizations along specific
value chains and with an economic purpose, did not help much as they were better structured to advocate
than to deliver tangible services to their members. These weaknesses are slowly being recognized and a new
generation of cooperatives and unions are developing that recognize the importance of providing economic
services for their members, which forces them to be narrowly focused along specific value chains.

InBurkinaFaso, cereals have been represented by a quasi-interprofessional body, the Interprofessional Committee
on Cereals and Niebe (CIC-B), which is supported by the state and mandated to play the role formerly held by
government agencies. In principle CIC-B is open to all players within the cereal sector (producers, processors,
transporters and traders, and service providers), but its structure continues to be dominated by a few producer
organizations and by a hierarchical leadership. Consequently, the broad coverage of its mandate (all cereals
except rice) and the uneven representation of value chain actors have limited the effectiveness of the CIC-B to
play the traditional role of a value chain interprofessional committee.

Access to inputs (improved seeds and fertilizer) and credit remains the key impediment to enhanced
yields and productivity. The development and distribution of improved seeds is led by the state, though
there is room for effective PPPs. For example, the direct subsidy of fertilizer by the government is
highly inefficient, partial and financially unsustainable. More effective alternatives could include private
schemes, such as the use of warrantage as a means to secure loans for inputs or other income-generating
activities. A warrantage credit system consists of an agreement between a financial institution and a
group of producers, by which credit is extended in exchange for placing cereals or other marketable
products in storage for a period within a season. The loan is provided for use in an income-generating
activity and should be returned with interest or the stored product can be forfeited to the bank, which
can sell and keep the proceeds as payment for the loan. Loans are provided to individual farmers but
the organization offers collateral.
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Since its introduction in Niger by FAO in late 1990’s, warrantage has attracted interest and is being
promoted in various cereal-producing regions in West Africa. Currently, warrantage is being applied by
a growing number of cereal-focused producer organizations in Burkina Faso. However, warrantage has
its own requirements and conditions for success. Among these conditions are: (1) well-informed and
trained farmers; (2) proper storage facilities; (3) existence of storable products; (4) sufficient volumes
of good quality offered for storage; (5) cyclical variation of prices; (6) availability and level of credit; (7)
stock controls; (8) proper farm accounts to determine effective surpluses by participating farmers; and
(9) effective monitoring of the stocks. Producer organizations that have practiced warrantage are still
going through a learning curve to ensure that all these conditions are satisfied.

Marketing surplus maize by farmers also requires organization among farmers, as well as proper
structures to generate and disseminate market and price information, and effective instruments to
manage and mitigate production and marketing risks. Developing a transparent market information
system requires a solid institutional base to ensure openness, usefulness, accessibility and sustainability.
Such a system should assist producers and value chain actors to better plan maize sales, negotiate
effectively with buyers and manage stocks between surplus and deficit regions. The system should
also assist the national authorities to plan for purposes of national food security. Critical information
needed by maize value chain actors would include: maize quality; quantities by zone; varieties; retail
and wholesale prices; stocks; transport costs and availability; prices at local, regional or international
markets; and techniques for production and processing, as well as information on relevant laws and
regulations, including rules and conditions for access to credit, inputs, etc.

Currently, several types of information systems exist that are fragmented and often unusable by the
actors (both in terms of timeliness and information channels). A multi-stakeholder scheme for market
information can be devised and preferably housed within a maize- dedicated interprofessions. Such
a system must also be self-financed and anchored in a structure that can ensure proper monitoring
and evaluation. Thus, a multi-stakeholder, privately-led system that is self-financed and geared to be
widely available to all value chain actors is most suitable. Financing such a system on a sustainable
level could include: (i) fees for service by information receivers; (ii) fees for participating and benefiting
producer organizations, NGOs, cooperatives or others; and (iii) charges per use of mobile phones to
receive information. Clearly, in order to be developed and fully operational, such a system would require
protocol agreements involving multiple players, such as the maize interprofession, telephone carriers
and all interested players within the value chain, as well as support from the state.

5. Conclusion

This paper examined three major value chain models prevalent in West Africa, using a historical
framework for policy and institutional analysis with the aim to draw lessons for a new and suitable
staple food value chain model.

The analysis of three case studies from traditional export commodities revealed the following salient
conclusions: that poor governance can have a negative impact on competitiveness and productivity over the
long run and that internal or external drivers cumulatively combine to reduce competitiveness of the sector
and lead to its eventual demise. In all three cases analysed, state control of the value chain undermined
the incentives for sustained investments and prevented research into productivity-enhancing technologies
to improve yields, prevent reduction in soil fertility or make more efficient use of limited resources. State
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agencies also suffered from an erosion of qualified technical and managerial talent, depriving them of the
ability to carry out analysis, forecasting and planning, and resulting in poor decisions and myopic views of
the value chain and future trends. Likewise, weak roles played by producers and their organizations were
evident in most cases (even when producers were organized, as in Mali and Senegal). Without strong,
capable and competent organizational leadership it is hard to ensure sustainably strong performance within
the commodity value chain. Consequently, good and inclusive governance should lead to better long-term
planning, especially if key players are involved. Agroprocessors need to coordinate among themselves and
explore win-win opportunities with state agencies and credible producer organizations to forge contractual
buyer-seller arrangements. Strengthening producer organizations to acquire economic and market credibility
is an essential step toward value chain development.

For high-value export commodities run by the private sector and tied to global value chains led by retailers in
high-income countries, the main lesson is that when the states do not interfere but allow the private actors
to coordinate freely among themselves, they usually perform much better than when the state is in control.
Examples of growing export markets and captured market shares can be found in West Africa. However, in
each of these cases, the system is unfavourable to small-scale producers, who wind up marginalized. Greater
opportunities exist for high-value products that have a sizeable outlet in the domestic market. In these cases,
there are greater opportunities for agribusinesses to forge contractual or out grower schemes with farmers.
However, evidence shows that actual cases of this kind remain few and far between and that more can be
done to foster stronger supply/buy partnerships between agribusiness and smallholders.

What do these experiences say about staple food value chains such as maize and cassava, two critically
important commaodities in West Africa on the verge of becoming major cash crops serving the vast
domestic and regional market? Staple food value chains (such as maize and cassava) can serve several
important market outlets, all of which are potentially huge (food, feed and industrial use). In these value
chains, the contribution of the state, though critical, is vastly different from the type of interventionism
that prevailed (before its demise) with the export commodity models.

What follows are a set of recommendations on how to rebuild food value chains in West Africa, ensuring
that they can be both competitive and inclusive of smallholders.

Recommendations:

Rebuilding the traditional export commodity model:

1. Strengthen risk-management capacity for farmers: this involves providing insurance, transparent
and actionable market information, and technical, managerial, financial and leadership training.

2. Promote further processing to add value: work with agroprocessors and finance agencies under PPPs to
coordinate investments in infrastructure, research, productivity-enhancing initiatives and training to raise
the technical capacity of agribusiness managers and staff and to facilitate procurement from farmers.

3. Develop more transparent and inclusive governance: this requires promoting powerful, competently-
led interprofessions and producers’ organizations with qualified leaders who are well-informed and
competent to best articulate the needs of the farmers and to bargain for win-win solutions with other
value chain stakeholders. Good governance is built on the basis of empowered parties; this takes time
but needs an enabling regulatory and institutional framework to build strong cooperatives and producer
organizations capable of integrating the entire value chain interprofessions.

4. Clearly delineate the role of the state as that of regulator and facilitator but not direct manager of
market operations and activities: the state must support the laws and regulations and provide the
right incentives to allow private actors to coordinate their actions to create greater value along the
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supply chain and share more widely in the added value.

Strengthen the economic capacity of producer organizations: while membership should focus on
merit and active participation (and payment of dues), focus should be placed on ability and capacity
to deliver economic services to the members and not simply on the function of general lobbying of
the government to provide assistance to poor farmers.

Non-traditional high-value export commodity model:

1.

Establish that the role of the state is to maintain and strengthen regulations to support high quality
and standards.

Facilitate greater coordination among value chain players to enhance competitiveness of the export
market; this is a role for the state.

Promote domestic demand to encourage more participation by smallholders and to compensate for
their marginalization from the export market.

Facilitate farmers’ organizations, enhancing their ability to bargain effectively, and to have greater
access to information and technical, managerial and leadership training.

Encourage coordination between farmers and agroprocessors and facilitate opportunities for
contractual arrangements.

Sponsor multi-stakeholder forums, fairs and other meeting opportunities to bring all stakeholders
together to forge new relationships and business partnerships; this can be facilitated by the state.

Constructing the staple food value chain model:

1.
2.

Support research, development and distribution of improved seeds; this is a key role for the state.
Support and reduce the cost of credit for strategic staple food value chains that need special
assistance, through credit rates.

Support a fertilizer supply strategy based on facilitating procurement, storage and distribution to reduce the
cost to small farmers and enhance availability and timely access; the state should also strengthen the controls
for fertilizer quality and ensure that information on fertilizer use by crop is fully transmitted to producers.
Reduce marketing risks by supporting private-led multi-stakeholder schemes to generate and
distribute the needed market information to producers and value chain actors; such a market
information system must be demand-driven, mostly self-financed and durable (i.e. sustainable).
Encourage warrantage credit system by co-financing storage for producers’ organizations.
Harmonize marketing and trade policies to encourage local and regional trade in staples.

Provide support to producer organizations to become effective economic players; specifically, this would
entail: (i) improving ability to negotiate credits and finance; (i) improving capacity to conclude contractual
arrangements with agrobusinesses, including outgrower schemes; (i) strengthening internal leadership
capacity and governance to ensure enhanced role in the interprofession; (iv) training farmers in improving
quality of products supplied, especially to agroprocessing with high quality requirements; (v) subsidizing
technical managerial training for specific value chains and products.

Promote PPPs, which can take several forms within the staple food value chain model; specific
actions include: (i) institutionalize dialogue between public agencies and private actors to break
down mistrust, delineate the role of the state versus the private sector and build on new partnership
opportunities for collaboration; (ii) ensure effective participation of all-inclusive private actors and
producers during policy formulation and implementation; (iii) resist allowing the state to pick winners
and losers among sectors or to push for a particular market segment (a typical bias of ministries and
public agencies is to favour export commodities over products for domestic markets; instead the
state should allow market forces to determine which opportunities and value chains to develop —
whether for domestic demand outlets or for exports to regional markets or beyond).
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Annexe 1. A few parastatals and their functions

Country —

main value

Institution

Roles and tools

chain(s)

Cameroon Office National de Commercialisation ¢ Infrastructure maintenance

- Cotton, des Produits de base « Provision of inputs

Coffee, Cocoa « Determines producer buying price
e Cotton, cocoa and coffee export monopoly
e Taxation of products
e [ssues export visas

Cote d’lvoire  CAISTAB e Determines prices along the value chain

- Cotton,
Coffee, Cocoa

according to a rating grid

Production quality control

Taxation of production

Stabilizes transport costs

Production marketing

Distributes export quotas

Anticipated average sales Programme

Ghana -
Cocoa

Ghana Cocoa Marketing Board

Production quality control

o Stabilises producer buying price
® Buys production from producers through the

Produce Buying Company monopoly

e Export and local processing monopoly
e Export Taxation

Mali — Cotton

Compagnie Malienne pour le
Développement des Textiles

Provision of inputs and credit

Provision of public services around production
(agricultural training, provision of equipment,
agricultural research)

Maintenance and construction of rural roads and
infrastructure

Administrative fixing of producer prices

Imports / Exports control through the Société
Malienne d'Importation et d'Exportation

Sénégal -
Groundnut/
Oilseeds

Office National de Coopération et d'Assistance
d'Aide au Développement (jusque 1980) puis
Société Nationale de Commercialisation des
Oléagineux du Sénégal

Provision of equipment

Subsidised prices and inputs
Determines production prices
Processing monopoly

Marketing monopoly

Groundnut export monopoly
Supervision of Agricultural Cooperatives

Sources: Courade et al., (1991), Tefft (2004), Conte (2004), Akiyama et al. (2001), Kaminski ( 2001), Yiriwa Conseil (2001)
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1. Introduction

Agriculture is one of the fundamental sectors for the economy of West African states. It accounts for about
35 percent of the Regional Gross Domestic Product and for 15 percent of export earnings; this can reach
30 percent if we exclude Nigeria. In some countries such as Guinea Bissau, agriculture contributes over 60
percent of national wealth creation (GDP and export earnings included). Some countries’” economic sound-
ness depends on the strength of their agricultural sector. This is the case for Cote d'lvoire, which alone
contributes about 53 percent of export earnings creation from agricultural products of the Region.

The main source of employment in the West African Region is agriculture. In fact, over 65 percent of
the population works in the agricultural sector. More than half of them are women and more than
two-thirds are young people. They operate mainly in family farms with an average plot size of around
one and a half hectares. These farms provide more than 80 percent of the food needs of the Region.

However, the West African agricultural sector remains highly vulnerable to internal and external shocks.
Internal shocks comprise the effects of climatic hazards (drought, floods), poor water management,
attacks from predators, inadequate or absent technical, economic and financial services for small
family farms. These recurring problems are exacerbated by the inadequacy or incompleteness and
failures of public policy.

External shocks are mainly due to the destabilizing effects of agricultural policies in the North, including
grants and other support to agriculture and dumping practices. Other factors such as those related to
international trade rules, including the fact that the Agreement on Agriculture is quite averse to small
farms, should also be taken into consideration. Indeed, as pointed out by Jadot, 1998, “The Agreement
on Agriculture, in its essence, is much more “favorable to intensive farming of the developed countries”,
than to smallholders and extensive farming in developing countries. Despite including a special and
differential treatment, the Agreement on Agriculture is basically an update of the “Blair House” one
reached between the United States and Europe. It considers “agricultural policies within a framework
of sectors strongly influenced by liberal thought. Thus, agricultural policy tools are understood in terms
of their more or less negative impacts on international trade rather than in terms of the objectives they
seek to achieve (food security, rural employment, land use planning)” (Solagral, 2011).?

This largely explains the current characteristics of the West African regional agricultural sector, marked
by one of the lowest levels of human productivity in the world. Certain crop yields are in certain cases
ten times lower than those in Northern countries. Production growth is a result of the expansion of
cultivated areas rather than yield increases. Over the last 20 to 25 years, the general trend in production
growth is due to an increase in area while yields are almost constant (except for a few cases, such as
rice in the Office du Niger). In the case of cereals, the increase in production is due to the doubling
of acreage, while yields only rose by 14 percent (FARM, 2008). For tubers, between 1980 and 2000,
production volumes were multiplied by seven while area expansion multiplied by nine.

Inter-annual production variations can be considerable and happen in a context marked by weak or
inadequate storage and conservation facilities. This results in essential characteristics that are the
mark by West African agriculture: the strong variation and volatility of commodity prices in general
and food products in particular.

2 Solagral, 2001, Libéralisation commerciale et sécurité alimentaire, working paper, 5 pages
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Low productivity and high variation and volatility of prices have resulted in loss of market shares for
products for which Africa had a clear comparative advantage. Southeast Asia emerging countries
now challenge Africa. Thus, during the last thirty years, Africa has seen its “world market share of
cocoa bean drop from 80 percent to 67 percent, coffee down from 26 to 15 percent and cotton
go from 30 percent to 16 percent” (OECD, 2001). The same report states that the loss of revenue
emerging from this market share has not been offset by the profits made in other sectors. Instead,
we witnessed a contrary phenomenon “between 1965 and 1985, the ratio of manufactured goods/
total exports fell from 7.8 percent to 5.9 percent in sub-Saharan Africa, while it increased from 28.3
percent to 58 5 percent in South Asia “(OECD, 2001). The situation has significantly deteriorated
since then, as evidenced by the effects of the 2007-2008 food crisis in West Africa, the increase in
the number of vulnerable people and higher imports of foodstuffs, including rice.

Similarly, West Africa which was the undisputed world leader in the production and exports of
oilseeds during the 1960s and 1970s, now ranks behind Asian countries, and has also become a net
importer. This situation contributes to worsening Sub-Saharan Africa’s trade balance deficit.

This poor performance largely explains the very high prevalence of poverty. It affects approximately
30 percent of the population of the Region, and more than 60 percent of rural people, mostly
farmers. Food insecurity affects about 17 percent of the 300 million West Africans. Approximately 40
million people are chronically affected by it, with peaks of 45 to 50 million in some years.

This poor level of performance of the agricultural sector contrasts sharply with the potential and
strengths of the sector (large availability of arable land: less than 40 percent of the regional potential
is farmed per year, less than 15 percent of the potential irrigable land is developed) and the rise of
better organized actors both at national and regional levels.

Similarly, developing the agricultural sector has always played an important role in the well-known
economic policies of the Region. In almost all countries, agriculture is considered the engine of
economic and social development. However, one may wonder how far-reaching and effective the
adopted policies and strategies have been. Indeed, regional agricultural policies have alternated from
strategies in which the state ruled over the whole sector, to severe retrenchments where public action
in the agricultural sector is small (on average 4 percent of public investment budgets are devoted to
agricultural development in the Region). It is therefore no exaggeration to say that for a long time,
agriculture has not benefited from real development strategies or long term supported incentive
and regulation instruments. It is true that the situation varies from one culture to another and from
one country to another. If staple foods do not seem to have attracted sustained attention, the same
cannot be said about export crops such as cocoa, pineapple and banana in Céte d'lvoire, rubber in
Liberia, and to a certain extent, cotton in Benin, Burkina Faso and Mali.

Fortunately, the early 2000s seem to mark a turning point with the return to public policy marked by a real
burst of willingness to start transforming the sector:

a. In a sort of mea culpa, the World Bank, observing the limits of liberal policies undertaken during
the 80s and 90s, has rightly suggested in its World Development Report, (2007 edition), the return
to more dedicated public policies to i) improving the functioning of local and regional markets, ii)
secure land tenure and access to water and iii) developing collective actions to reduce production and
transaction costs for family farms.
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b. Heightening the regional integration process, leading to harmonizing sectoral policies (adoption
of the Common Agricultural Policy of the Union, the Agricultural Policy of WAEMU in 2001 and
ECOWAP / CAADP of ECOWAS in 2005). All these policies have strengthened numerous agricultural
development strategies developed and started by intergovernmental organizations such as the
Permanent Interstate Committee for Drought Control in the Sahel and the organizations responsible
for the management of large river basins (Liptako Gourma, the Organization for the Development of
the Senegal River, the Niger Basin Authority, the Lake Chad Basin Commission, etc.).

The agricultural policy of ECOWAS, ECOWAP / CAADP strongly emphasizes the development of family
farms. Its vision states "“agricultural policy is designed to meet the objectives of a modern and
sustainable agriculture, based on the effectiveness and efficiency of family farms and the
promotion of agricultural enterprises through private sector involvement. While being productive and
competitive in the intra-Community market and international markets, it must ensure food security and
provide a decent income to its working population”.

In its operational phase, the ECOWAS's agricultural policy has a regional agricultural investment plan
incorporating policy instruments whose goal, in essence, is to help boost regional agricultural production,
regulate the functioning of the market and provide better access to food for vulnerable populations.
These instruments, accompanied by an operational structure and financing mechanisms, are supposed to
address bottlenecks faced by small farmers effectively. They entail production incentives, market regulation
and vulnerability management to improve vulnerable groups’ access to food.

In support of this policy’s implementation, national investment programs and a regional agricultural
investment program have been developed and adopted by mutual agreement with all the technical and
financial partners and socio-professional organizations. The Regional Investment Program has three main
objectives: i) promoting strategic products for food sovereignty and security (maize, rice, cassava, livestock
and livestock products), i) promoting a favorable environment for regional agricultural development, and
iii) reducing vulnerability and promoting sustainable access to food for the population at large.

WAEMU's agricultural policy, PAU, promotes a number of agricultural sectors: rice, corn, livestock and
livestock products, oilseeds and cotton. PAU aims not only to develop a number of incentives such as
small-scale irrigation and crop insurance, but also proposes to set up cooperation frameworks for the
selected sectors.

The fundamental question is whether these policies and policy instruments are able to “promote positive
development of sectors favoring small farmers. Are these policies able to help restructuring professional
agricultural organizations in order to promote synergies between their initiatives and the private sector to
overcome some of the endemic constraints faced by small farmers such as supply of inputs and access to
markets?”

1.1 Survey questions

Several specific questions form the basis of this study:

a. "What actions, initiatives and mechanisms are put in place by policy makers for better economic
restructuring of cooperatives and CIGs specializing in food crop sectors (cereals, roots and tubers)?

b. What initiatives have been fostered by agricultural policies that strengthen public-private partnerships
to facilitate access to credit for producers and processors at the cooperative level and above?
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¢.  What does (or should) the state do to better regulate the sector and umbrella organizations to enable
them to better fulfill their role within sectors in an integrated manner?

d. What assistance must agricultural policy provide in order to better develop and distribute the necessary
information to actors within food crop sectors?”

1.2 Objectives of the study

The general objective of this work is to undertake a review of national and regional investment policies
and their impact on basic sectors in West Africa. Specifically, the study aims to:

c. make an inventory of the state of development of national policies and investment strategies
for agriculture, deployed by the countries of West Africa, particularly in relation to Pillar Il of the
CAADP process on developing competitiveness of the agricultural sectors and market access, and
strengthening the capacity of professional and farmer organizations.

d. examine the role that national policy can play to better facilitate improved restructuring of producer
organizations given the specificity of the different commodity sectors. What types of training and
assistance seem more likely to improve cooperatives’ / CIGs' economic and technical capacity,
including appropriate regulation of the different umbrella organizations throughout the value
chain (regulating the ethical framework of transformers and agro-industry) and support marketing
of surplus production?

e. analyse through concrete examples of commodity sectors, the means by which policies, investments
or public-private initiatives can help remove bottlenecks in one or more stages of the commodity
sectors, including capitalization constraints, access to means of production and marketing of
products at remunerative prices.

1.3 Methodological approach

This study is mainly based on a literature review of policies and strategies for agricultural development of
West African countries. These policies and strategies are not only numerous and diverse in their essence,
but also tend to change according to circumstances and economic policies that governments are faced
with. Similarly, basic policies are rarely coherent with different emergency plans, as those adopted and
implemented during the food crisis resulting from soaring commodity prices that began in 2007-2008.

However, since 2003, with the commitment of African leaders to allocate at least 10 percent of the
investment budgets of their respective countries to the agricultural sector and the adoption of the
ECOWAP/CAADP regional agricultural policy in 2005, agricultural development strategies are now more
in line with the concerns of stakeholders in the sector. Unlike the old policies, new ones:

a. have been developed through a participatory approach and have resulted in a pact signed between
national actors (state, private sector, farmer organizations and civil society) and technical and financial
partners, accompanied by reciprocal accountability commitments. They are therefore the result of a
constructive dialogue between all stakeholders and take into account the priorities of each one.

b. incorporate better coherence between national, regional and continental levels, according to principles
of complementarity and subsidiarity. There is thus a strong interdependence in terms of the strategic
orientation between national investment plans, regardless of their denomination, and the regional
agricultural investment.

c. are consistent with the Regional Plan, which foresees instruments for policy incentives whose
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implementation involves and requires the commitment of governments, the private sector, farmer
organizations, civil society and technical and financial partners.

Therefore the methodology of this study consisted in:

a. analysing the characteristics of the West African agricultural sector, focusing on issues relating to
production, as well as marketing of different products, be it locally, regionally and internationally.

b. critically reviewing national agricultural policies and mapping key aspects of national policies for
agricultural investments that have been adopted as part of the implementation of ECOWAP /
CAADP in West Africa.

c. critically analysing policy instruments that these plans incorporate and their ability to remove
bottlenecks for small producers by improving productivity and the competitiveness of their
products and market access.

d. analysing the dynamics of peasant organizations (POs) around the agricultural sectors, why some
have been successful and what are the causes of some unfortunate experiences.

e. suggesting alternative strategies that enhance and promote investment in the agricultural sector.
These proposals also incorporate a set of recommendations for specific public actions to better
promote private sector involvement in the financing and especially to improve the synergy between
the actions of peasant Organizations and other stakeholders in the agricultural sector.

1.4 The study’s limitations

The simple fact that this is a literature review means that it does not necessarily allow for a correct and
complete reading of the effects of policies on agricultural development or of their impact on structuring
producer organizations.

Some West African countries have not yet finalized their new investment plan in the ECOWAP / CAADP
process. The agricultural powerhouse of the Region, Céte d'lvoire has yet to complete its agricultural
investment plan.

Initiatives to promote commodity sectors are numerous and include a wide range of strategies. In the
context of this work, it is almost impossible to list them all and to judge their relevance. This analysis seeks
to rely on a number of experiences that remarkably helped structure farmer organizations both locally
— rice in Mali, Burkina Faso, Niger, Senegal, onions in Senegal and to a lesser extent in Niger, potato in
Guinea and cotton and the livestock sector at the regional level.

2. Retrospective analysis of the West African agricultural sector —
constraints and development strategies

Several prevailing agricultural products, some of which were firmly established at the international
level, characterize West African agriculture. West Africa remains the leading world producer of cocoa
from Cdte d’lvoire, Ghana and Nigeria and of yams and cassava from Nigeria. It provides more than 75
percent of the world production of cowpea. Rubber production in Liberia, Nigeria and Céte d'lvoire is
starting to be significant. However, the Region remains a very small player in cereal production (millet,
sorghum, maize, rice) for which it does not even contribute one percent of world supply.
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The development of these sectors has not shown a similar trend and the status of West African Agriculture
on the world stage has declined, as has its performance. As mentioned above, some sectors, where
Africa in general, and West Africa in particular, has a clear comparative advantage, are experiencing
a significant decline in their production. The most important one is palm oil crop for which Asian
countries, and especially Malaysia have taken the lead.

In the past, development policies regarding the overall agricultural sector and particular commodity sectors
have consisted of a series of measures that put institutions at the center of strategies: mobilizing mostly
external financial resources, setting up producer cooperatives or village groups, supplying inputs and/or
agricultural advisory services, collecting products with fixed prices all over the area within two or three product
categories and product placement in the international market by companies and other public offices.

Mechanisms and provisions that were put in place during colonial times have been carried on with
parastatal or public institutions that ensure quality control for agricultural products mainly aimed at
satisfying the international market. Producers were confined for a long time to an executive role and
were only made responsible at a later date. This has resulted in both state and non-state actors weakly
internalizing strategies, generally perceiving the various initiatives as a means to benefit from international
aid, rather than as real projects addressing the concerns of the state and the people. This results in local
actors having low ownership of projects that ceased to exist as soon as external funding stopped.

2.1 Key development issues for agriculture

West African agriculture is undoubtedly one of the weakest in the world. While progress has been made
over the last thirty years, many challenges still remain, including how to:

a. properly feed a growing and ever more urbanizing population. This is confirmed by research
conducted by the Sahel and West Africa Club; in 2030, about 450 million people, of whom 60
percent will reside in an urban environment, will populate the Region.

b. provide a decent income for agricultural workers so that they may adequately meet mankind’s five
basic needs: food, health, clothing, shelter and education.

c. protect the environment in a context in which natural resources are increasingly scarce including
non-renewable ones, especially land.

Agricultural policies over the last thirty years do not seem to have been able to cope effectively with the
main bottlenecks faced by West African agriculture.

A. Technical constraints
a) Little use of technological innovations

Inputs and mechanization are still scarcely used in West Africa. West African producers still rarely rely
on production inputs, thus keeping production systems in an archaic state. The level of use of inputs
— fertilizers, improved seeds and other technical production equipment — is the lowest in the world.

Regarding fertilizers, for example, while Western Europe is the biggest consumer with an average of
236 kg/ha, followed by Asia, Sub-Saharan Africa is at the back of the pack with an average of 9 kg/ha
(David-Benz et al., 2008). Fertilizer consumption and per ha in West Africa is around 10 kg, according
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to FAO. Improved seed is of the same order of magnitude.

Access to these two factors is often subject to small producers joining groups that engage in producing
cash crops: cotton, groundnut, or cultivating rice or onion on hydro-agricultural developed areas. Products
are often purchased on credit at very high costs. Suppliers do not always honor delivery times and
product quality is sometimes questionable. Moreover, the collateral guarantee system has not prevented
governance problems that generally lead to small farmers finding themselves deeply in debt.

Mechanization — be it large or small — is growing very slowly in the Region. The use of tractors remains
marginal, despite a significant increase in the vehicle fleet during the last twenty years. It more than
doubled between 1980 and 2003 according to FAO statistics. The Region has also received significant
donations from the People’s Republic of China and India and acquired a large batch in the context of
production stimulus plans that began in 2008, following the food crisis born out of soaring commodity
prices.

Three countries have a much a larger fleet. Mali and Burkina Faso saw their number of tractors respectively
go from 115 to 2000 and from 900 to 2600 in that period of time. Nigeria alone has more than half of
the ECOWAS agricultural machinery. Machinery may be managed individually (as in the case of large
agro-pastoral farms, especially in Nigeria) or collectively (Cooperatives for the Utilization of Agricultural
Equipment). But overall, small rural producers often have to settle for basic rudimentary equipment, which
limits their productivity, although progress has been made in this area with animal traction.

Given that West African soils are fragile as they are constantly subjected to high leaching and
concretions related to climate variations, the use of mechanization to boost agricultural production is
still very controversial. Many experts consider that mechanization helps accelerate land and biodiversity
degradation. However, population pressure and increasingly fierce competition for natural resources
require an intensification strategy in which mechanization may play a crucial role.

b) Issues relating to financing agricultural activities

The third category of technical issues faced by West African agriculture is related to the low level of funding.
Funding of agricultural activities is one of the Achilles heels of the agricultural sector in Sub-Saharan Africa.
Public investment in the sector is particularly low, with African states only allocating 4 percent of public
expenditure to agriculture (FAO, 2008).3 At farm level, the situation is even more appalling. According to
FAO, 2007, a minimum investment of USD 240 per hectare would be required in Africa with approximately
USD 170 coming from outside sources. The dismantling of agricultural development banks has deprived
many farmers of appropriate instruments to finance their activities.

Small farmers mainly have recourse to micro-credit systems that are expanding in many countries.
These systems significantly supplement agricultural activity development by financing the downstream
sector, including artisanal processing activities and marketing of products. New value chains have been
promoted with micro-credit and so have small businesses ensuring, in terms of gender, fair

3 In West Africa, only a handful of countries spend more than 10 percent of their capital budget on agriculture. But
in many cases, the budgets of the Ministry of Agriculture are used to pay civil servants rather than to implement
key infrastructure for the agricultural sector.
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access to employment in rural areas. But microcredit cannot, by itself, transform agriculture into a real
development tool. The links between micro-credit, that allows farmers to manage precariousness, and the
banking system, that offers very rigid conditions to users of the sector, are missing. In order for farmers
to be integrated into the market, a funding system that can manage their vulnerability to multiple shocks
such as agricultural commodity price fluctuations and natural disasters (drought, flooding, etc.) is essential.

B. The imperfection of the market for agricultural products

a) Agricultural products’ price volatility

Price volatility is a structural characteristic of West African agricultural markets. This instability has two
components: intra-annual (between harvesting seasons and lean periods), and inter-annual, depending
primarily on the level of production. Inter-annual and inter-seasonal harvesting price variations can, at

times, vary in excess of 50 percent in some countries and for certain cereals.

Figure 1: Variation of consumer price index for cereals in West Africa
Examples of markets in Niamey, Dakar and Ouagadougou
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Source: According to SIM/CILSS data
This price instability comes about for a number of reasons. Analysts often focus on the following two:

e Poor grasp of production techniques, including irrigation and storage. Less than 15 percent of arable
land is irrigated. This means that cropping systems are highly exposed to natural shocks, floods,
drought and deteriorating soil fertility, and cannot ultimately control the supply. Weak mastering of
conservation and storage techniques and all kinds of predator attacks can be added to this. For some
products, post-harvest losses can at times exceed 30 percent.

e Low levels of transformation, adding value and standardization of agricultural and food products
are also a constraint to their movement at the regional level. On-farm consumption prevails —
more than 60 percent of consumers are rural producers — and explains for the most part low
levels of production transformation/development. Although artisanal food processing is growing
at a rapid pace (Bricas and Broutin, 2005), local products are yet to benefit from large-scale
processing according to international standards. Consistent quality of processed products is rarely
guaranteed. Thus the movement of summarily processed goods is often limited to meet ethnic
consumer niches (local, regional or international) or to simply meet food safety nets for vulnerable
populations. This is the case of gari in Benin and of the Cameroon style cassava sticks, and limits
the expansion of transactions.
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b) The incompleteness of domestic and regional markets:

An endogenous integrated market stems from regional trade of agricultural and food products and
enhances agricultural development. In West Africa, official statistics show that intra-community trade
only covers about 15 percent of the total value of transactions in the Region. Several reasons may explain
these limited local and regional food products transactions:

e The sectoral focus and structure of national economies, particularly strong similarities in product supply. Both
local and regional production are very similar and barely altered by the seasonality of certain commodities’
production. If West Africa can boast it has varied agro-ecological zones which allow for a wide range of
complementary products such as cereals, tubers, legumes and animal products, other African economic
groupings such as CEMAC face a much bigger problem. Most countries in West Africa produce maize,
which with millet, sorghum and live animals are the products that are most exchanged in the Region.

e Insufficient information for stakeholders, including small family producers on market opportunities.
Despite the boom in new information and communication technologies and several information systems
being in place, there are problems linked to information on the functioning of the market at all levels,
whether local or regional. Small producers, generating most of the offer, which is subject to market
transactions, are particularly affected and their inability to meet market demand (regular supply, product
guality, poor knowledge of the level of demand) is in part related to their lack of access to information.

C. Failures of the regulatory environment

These are characterized by several prevailing phenomena that greatly hinder the performance of both
local and regional trade: the gaps in services and transport infrastructure, corruption and red tape.
Territorial networks and regional connections in transport infrastructure are the most obsolete in the
world despite government efforts in recent years. The lack of maintenance has contributed to many
facilities rapidly deteriorating, making the cost of transporting goods very high. In addition, illegal taxes
levied on goods affect the price and travel time (Dupaigre et al, 2008). According to an ECOWAS study
in 2000, there were illegal toll roadblocks every 14 kilometers on the Lagos-Abidjan axis and roadblocks
every 5 kilometers on the Cotonou-Lagos stretch of road (120 km).

On top of these abnormal practices, which are real trade barriers, even within countries, many
administrative barriers (abusive taxation, influence peddling, red tape) and the corruption of public
officials (including justice and financial authorities) increase transaction costs.

é )

Box 1. Transborder trade and transport costs in West Africa

The Director of Transportation Trade Hub, Niels Rasmussen, has said: “It takes about USD 4 800 and between
13 and 22 days to move a container from a ship anchored in the port of Tema (Ghana) to the importer located
in Ouagadougou (Burkina Faso). To move a container in the United States over the same distance, for example,
from New York to Chicago will cost approximately USD650 and will take only five days. This is all the more
remarkable when you consider that labor costs in the United States are 25 times higher than in West Africa”.

\_ J

4 Off season crops increasingly counter the unchanging pattern of agricultural supply in some countries: for
example, potato in Sahelian countries which mainly produce cereals.
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2.2 Evolution of development strategies for agriculture in West Africa

The agricultural sector’s development is one of the pillars of national agricultural policies in West Africa.
However, the strategies underlying these policies have evolved depending on ideological orientations
and government concerns. They involve different strategies as to where to focus funding, how to assist
producers as well as considering targeted products and forms and methods to allocate essential inputs,
such as fertilizer, seeds, small equipment and rural credit. Schematically we can distinguish two major
phases of evolution.

A. The post-independence phase

This period, which spanned the 60s, 70s and 80s, was marked by a sector development policy and
was based on remains and practices inherited from the trade economy. The period also coincides
with the first Yaoundé Convention within EU/ACP relations which was very favorable to developing
products for European industry, particularly in France. It enabled to develop five major agricultural
sectors: groundnut, oil palm, coffee, cocoa and cotton. Public offices, continuum of colonial societies,
specialized in managing these products in each country.

These intervention companies organized producers into cooperatives or village groups and value chains
were structured around marketing and, at times, primary processing of products. They provided inputs
on credit to farmers, would collect production at administered, pan-territorial prices and gave very small
profit margins for producers. Producers played a simple executive role, exacerbated by their lack of
organization and keeping their structures limited to the village level. In this system, farmer organizations
were never prime contractors in the implementation of projects, programs or sub-programs carried
out during that period. This era helped boost production of groundnut (Nigeria and Senegal), palm oil
(Benin, Ghana and Nigeria), coffee and cocoa (Cote-d’Ivoire, Ghana and Nigeria) and cotton (Benin,
Mali, Burkina Faso).

In practice, while coffee and cocoa have benefited from heavy investments and promotion of large
growers, other agricultural commodities were confined to very fragmented smallholder production.
Coffee and cocoa in Cote-d’Ivoire, Nigeria and to some extent in Ghana, rubber in Liberia reflect this
strategy aimed at promoting economies of scale in agriculture. We note that this strategy has long
overshadowed developing processing that would undoubtedly have been a powerful motivating factor
in strengthening these sectors.

However, cash crops such as groundnuts and cotton have benefited from a slightly different strategy,
which was based on small family farms and small and medium-sized primary processing units controlled
by international companies. But the absurdly low prices offered to producers, who were at times forced
to work in collective fields and to function within communitarization structures to pool access to certain
production inputs, have not allowed these sectors to withstand various shocks.

Food crops received less sustained attention, even if heavy investments were made to promote certain
products such as rice. In fact, during this period, large irrigation systems were constructed and were
primarily intended for rice production (conversion of the Office du Niger in Mali, initially set up for cotton
production, adjustments of the SAED in Richard Toll in Senegal, Jigawa, Kano and Sokoto in Nigeria,
Malanville Benin, Niger valley in Niger, etc.).
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Other food crops were developed through varietal research and chiefly through promoting market
regulation offices (storage, administered marketing prices) and this became important as of the second
half of the eighties, following famine crises that shook the West African Sahelian Region. This strategy
has especially helped to start involving producer organizations in marketing certain commodities, along
with setting up cereal banks and other collection operations and product sales. However, the scope of
these local marketing units was too small to play effectively the role and function that the government
gave them, namely, to regulate the market. In certain areas, they did mitigate food shortages and lean
periods.

Some major lessons emerge from the development strategy of this period that stem from carrying out
ineffective and inefficient policies.

Sector development strategies failed to improve crop productivity significantly crop productivity, which
remains among the lowest in the world.

a. They failed to improve the position of West African products on the international market. Worse, this
has resulted in deteriorating terms of trade that have not only contributed to the impoverishment
of farmers, but also to the increasing marginalization of the Region in the international arena. The
Region contributes only about 0.2 percent of global trade transactions.

b. They never succeeded in transforming or promoting farmer organizations so as to make them fully
fledged partners or interlocutors of other agricultural stakeholders. They have rather confined them
to the simple role of basic foils and underlings.

¢. Finally, they have failed to have agriculture fulfill its primary function, which is to guarantee the food
security of the population. West Africa has become a net importer of food products including grains
and offal, foodstuff for which the Region has significant untapped potential.

d. However, these strategies have shown how much political will is needed to promote agricultural
development in general, and sectors in particular. Sectors that have benefitted from various
incentives have reaped substantial gains in productivity.

B. Change in the 90s and 2000

Structural reforms during the 90s, following the implementation of structural adjustment programs,
particularly hurt West African agriculture. Instead of having reforms to promote this sector that
mobilizes nearly two-thirds of the assets of the Region and provides more than one third of the wealth,
they removed the meager subsidies governments allocated to agriculture through services that aimed
at loosening bottlenecks.

Among other characteristics, reforms have resulted in transferring a number of functions previously
performed by the state to the private sector and to farmer organizations: supply and distribution of
inputs, farm advisory and extension services, management of primary collection and marketing of
agricultural products, etc. The sovereign functions devolved to the state (orientation, regulation and
control) are inadequately provided given the significant lack of financial and human resources.

The withdrawal of the state has been accompanied by the liberalization of trade policies: (i) internal
liberalization on the one hand, abolishing public marketing monopolies, recognizing private operators,
scrapping administered and pan-territorial prices, and (ii) external liberalization on the other hand,
with reducing, or even eliminating, customs protection for many products in certain regional economic
groupings such as the WAEMU.
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The results for this period of deep reforms of agricultural and trade policies are somewhat modest and
mixed. The transfer of skills to the private sector and POs was restricted for sectors mostly supervised
by the state, usually for export (coffee, cocoa, cotton). Given the economic challenges facing these
sectors (sources of foreign exchange), the state has kept some functions to mark its presence:

a. Shared management with the private sector and POs of fertilizers and improved seeds supply and
distribution system. Intermediary and consultation structures, including inter-branch organizations,
have been established to promote dialogue between the different actors. These structures have
been allowed to implement effectively financing mechanisms that enable managing of critical
sector functions: maintaining asphalt and dirt roads, agricultural extension, research, etc. The
management of the cotton sector in Benin, Mali and Burkina Faso largely applies this approach.

b. Market regulation, marked by managing collecting production and sales on international markets,
with fixed prices for transferring inputs to producers and for commodities collected. Prices indexed
to international prices weighted by production costs and other expenses were subject to negotiation
between the various players in the inter-branch organization.

Hence, public policy gave priority to the logic of projects and to many different initiatives, driven
mostly by donors, international organizations and non-governmental organizations. As there were no
clear incentivized policy instruments implemented in regard to production or marketing of food crops,
these were neglected, thus increasing the Region’s dependency on external food supplies (food aid
and imports). From 2004 to 2006 (before the price increases on international markets), cereal imports
accounted for USD 2.8 billion annually in ECOWAS, or 39 percent of food imports. Over the past ten
years, this has increased by 230 percent.

However, this quasi-resignation of the state from the agricultural sphere has not only favored the
private sector’s initiatives, but even more so those of farmer organizations. POs are not confined to
the role of “partners” in the many state and donor initiatives, they have also invested in a variety of
activities that have made them true promoters of development. They mainly motivated their members
to invent new ways to produce and market with usually very little external support.

These initiatives focus on collective actions to remove bottlenecks in the agricultural sector: i) securing
production through actions aimed at ensuring better access of producers to production factors, ii)
attempt to regulate local markets through collection, storage and grouped sales to mitigate the effects
of price change and volatility, all of which are very damaging to stable incomes for producers.

In the case of the first point above, in several countries, organizations have tried to promote
autonomous supply and distribution mechanisms of agricultural inputs, such as fertilizer. Benin's
federation of producer organizations created a cooperative to supply and manage agricultural inputs.
This initiative should have ensured agricultural producers timely access to quality inputs at unbeatable
prices. Unfortunately, the initiative has been limited to providing inputs for cotton at the expense of
other sectors, which involve more actors, but with a market that has fewer guarantees. This initiative
was compromised because the state was heavily involved and economic operators often lacked
transparency.

Regarding market regulation initiatives, they do not have a national, let alone regional, scope but are
limited to a specific area, at the level of groups and cooperatives. These farmer-based organizations
have taken advantage of market liberalization to couple initiatives that promote better food security
with those that maximize producers’ incomes. The collection, storage and sale transactions have
increased, especially in Sahelian countries. Cereal banks and village granaries have transformed into
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marketing cooperatives and other expanding systems such as warrantage. These initiatives do not have
enough magnitude to influence the agricultural products market, particularly cereals.

Without supplementing or substituting policy instruments, these initiatives are experiences that current
policies should build on to ensure the improved productivity and competitiveness of the agricultural sector.

In short, this period has not significantly changed the overall status of the agricultural sector, a sector
that receives the lowest percentage of public investment. Instead, it marks a significant decline in
funding efforts, characterized by weaker public resources, little intervention of the private sector,
except in some downstream processing units and an insignificant input of foreign direct investment.

3. Recent innovations in agricultural policies

Since 2010, West Africa has initiated defining major sectoral policies. At national level, countries
such as Senegal and Mali have gone beyond major strategies to pass agro-forestry-pastoral laws. At
regional level, two agricultural policies prevail: the Agricultural Policy in the West African Economic
and Monetary Union, the PAU, and the Agricultural Policy of the Economic Community of West
African States, ECOWAP. The latter one not only includes all of its members, but also takes into
account the PAU’s direction, objectives and areas of intervention.

In 2005, West Africa defined and adopted its agricultural policy, the Comprehensive African
Agricultural Development Program (ECOWAP/CAADP) to implement the agricultural component of
the New Partnership for Africa’s Development (NEPAD).

The operationalization of this policy began in 2006 with the development of the first action plan,
followed by the formulation of national and regional investment programs. Regional investment
programs were designed around six components that combine ECOWAP’s three spheres® and CAADP’s
four pillarsé. According to the ECOWAS web-site, the six components are:

e The improvement of water management (irrigation, invasive aquatic plants, and capacity
building for organizations in the cross-border basins);

e Improved management of other shared natural resources (transhumance, sustainable
management of forest resources, and fish resources);

e Sustainable farms (integrated management of soil fertility, strengthened support services to
producers, and dissemination of improved technologies);

> ECOWAP’s three major themes focus on: i) increasing the productivity and competitiveness of agriculture, mainly
family farms, ii) implementing an intra-Community trade regime based on a free trade zone, iii) adapting the external
trade regime based on the specific conditions of the agricultural sector.

6 CAAPD's four pillars deal with: i) extending the area under sustainable land management and reliable water
control systems, ii) increase market access through improved rural infrastructure and other trade-related
interventions, iii) increasing food supply and reducing hunger across the Region by raising smallholder productivity
and improving response to food emergencies, and iv) improving agricultural research and systems in order to
disseminate appropriate new technologies.
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e Developing agricultural value chains and promoting markets (development of the different
food value chains including peri-urban, export crops, short-cycle breeding, agro-forestry products,
non-industrial fishing and aquaculture; development of product processing; and promotion of
national, regional and international trade;

e Preventing and managing food crises and other natural catastrophes (early warning systems,
crises management systems, support for the rehabilitation of zones after crises, and development of
compensation mechanisms/insurance against catastrophes);

e Institutional strengthening (integration of a standard approach, support for the agricultural and
rural policy and strategy formulation capacities, sustainable financing of agriculture, communication,
steering and coordination capacity building, monitoring and evaluation capacity building).

3.1 Scope and limits of national investment plans

Several West African countries have completed their national agricultural investment plan as part
of ECOWAP/CAADP's implementation. These plans, that stem from national investment programs,
are meant to reflect each country’s agricultural development priorities. They are designed to boost
agricultural production by an annual growth rate of at least 6 percenta, a percentage that is considered
sufficient to reduce poverty by half by 2015.

Investment programs have the advantage of covering all aspects of the agricultural sector in the broad
sense of the term. Although national investment programs incorporate the six ECOWAP/CAADP
intervention components, they deal with agriculture, livestock, fisheries, forestry and sometimes
the environment. Cross-cutting issues that are critical to agricultural development such as i) rural
infrastructure, market infrastructure, funding, stakeholders’ capacity building, coordinating the activities
of the different institutions, research, etc., are often at the forefront of the proposed priority actions.

The participatory approach that characterized the program formulation process has resulted in this
broad coverage. All actors involved in agricultural development — POs, the private sector, technical and
financial partners — participated to varying extents in the development of national programs.

Developing the different agricultural sectors is given much prominence in these programs. Structuring
the different sectors is emphasized in addition to planning activities to improve agricultural productivity
and competitiveness. This means that the program will mainly consider:

a. Developing provision of local services for producers that are adapted to their needs (supply of
inputs: fertilizer and improved seeds, access to adequate financing, including seasonal loans,
advisory services and other logistics requirements, etc.),

b. Strengthening the structure and role of POs and farmer organizations through the professionalization
of farmers,

c. Establishing multi-actor consultative frameworks around strategic sectors, following the model of
either inter-branch organizations, or the one of “sector panels”,

d. Creating new value chains (transformation, norms and standardization and implementation of
traceability tools) to take better advantage of regional and international market opportunities.

e. Promoting public-private partnerships by establishing multi-stakeholder contracts: POs, financial
institutions, processors, credit distributors and other service providers in rural areas.
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However, many analysts doubt that NAIPs, despite the general and specific advances they propose, have
the ability to transform West African agriculture profoundly, both in terms of their design and the way
they address agricultural development issues. For some, including development technical and financial
partners, the program objectives are too ambitious, given present human, institutional, and financial
capacities in the countries of the Region.

However, given the assets of these countries, the relevance of assumptions may be questioned: what
agricultural development options will a country have to implement to achieve a growth rate of at least
6 percent for the sector to consider halving poverty by 2015?

In this context, the characteristics of these programs were drafted with the primary concern to determine
the level of investment necessary to achieve the growth target of at least 6 percent, rather than the
types of actions countries could actually implement.

Beyond this fundamental limit, these national investment programs also suffer from weak action
proposals to promote the different agricultural sectors. These proposals provoked a number of criticisms.

a. The first is related to the low prioritization of sectors to be promoted. Very few countries were able
to prioritize the sectors that are considered as strategic in view of the previously established criteria:
economic, social, financial, food security, etc. Thus, all products of each country’s agrarian system
are found in the national lists of sectors to be promoted. In the case of Benin, for example, thirteen
commodity chains were chosen, with a focus on investing in three of them: rice and corn through
the Emergency Food Security Program and cotton, which benefits from a more or less monitored
existing framework. Some countries, such as Céte d'lvoire, have made an effort to distinguish spe-
cific actions for export sectors compared to those meant to satisfy local food needs. Others, such as
Ghana, are considering promoting two new sectors by region and by year over the five years covered
by the program.

b. The second one refers to the fact that these countries, which are in the same geographical economic
integration area, have very weakly coordinated their choices and complementarity based on the
comparative advantages of each country or production area. Rice and maize, for example, benefit
from special programs in all countries of the Region: these most often project production levels well
above national needs. The risk of reaching saturation on the regional market in the medium term is
not excluded. Market integration options for certain sectors such as cotton, promoted by prestigious
institutions like as the West African Development Bank West are not included in national investment
strategies.

¢. The third regards the fact that the strategies that plan to encourage strong policies to promote
agricultural sectors are weak. Strategies are not very readable in terms of incentives to be implemented
so that production is boosted and placing products on the local, regional and international markets
is facilitated.

d. Incentive instruments to produce different products are inspired by methods and traditional approaches
stemming from the green revolution: subsidized inputs (fertilizer, improved seed) funding basic land use
improvement and small agricultural equipment. This approach has proven almost ineffective, as shown
by the 2008 emergency experience. Input importers and distributors shared margins resulting from 50
percent inputs grants that states had granted to small producers. Not only was the measure limited to a
small number of producers, but these did not reap its full benefit. This poor governance was accompanied
by many other problems, including delays in product distribution, poor quality of inputs, etc.

e. Worse, no program has estimated the cost linked to potentially extending input subsidies to all
producers and for all chosen sectors. In regard to aspects related to financing, programs include
establishing mechanisms and credit allocation tailored to the needs of producers, without specifying
the level and operation modalities of the various facilities dedicated to these functions. The problem
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is even greater as there is no clear definition of which categories of farms may benefit from the new
instruments.

As for aspects relating to how markets should operate, national investment proposals are mainly
limited to measures facilitating trade: communication and road infrastructure and promoting
outreach activities in rural areas. While trade regulation is under the jurisdiction of the regional
bodies ECOWAS and UEMOA, states should still indicate in their program the types and levels of
protection they desire for their domestic market to secure existing or planned investments.
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Table 1. Summary of intervention components in National Agricultural Investment Programs

. . Priority Incentive instruments / | Estimated
Country Major investment components .
sectors strategies cost
Togo 1. Sustainable natural resource management  Cereals, roots ¢ Improved seed production 570 billion
2. Rural infrastructures and tubers, and distribution XOF over
3. Development of food sectors legumes, cotton, e Mechanization 5 years
4. Development of cash crop sectors coffee cocoa ¢ Promoting Small and
and animal Medium-sized Enterprises
products ¢ Support to veterinary food

and products supply

Benin 1. Development of agriculture Maize, rice, e Seeds, quality fertilizer, 436 billion
2. Livestock Development cassava, yams, appropriate funding avail- ~ XOF over
3. Development of fisheries and aquaculture  cotton, pine- able five years
4. Sector management and administration apples, cashew e Appropriate mechanization
nuts, oil palm, e Access to knowledge and
horticulture, professionalism
meat, eggs, fish e Land securing and
and shrimp management, market
access
Nigeria 1. Developing agricultural policy and regulatory Rice, cotton, e Rehabilitate and complete 13 billion
system horticulture, existing irrigation projects naira over
2. Agricultural commodity market cassava, cocoa,  * Fadilitate acquisition of three years
3. Raising agricultural income with sustainable  wheat, palm oll, farmlands and title holding
environment livestock, maize for agricultural production
4. Maximizing agricultural revenue in key and sorghum e Ensure a high level of
enterprises production, adoption and
5. Water, aquaculture and environment utilization of appropriate
resources management technology
o Create a new generation
of farmers
Ghana 1. Food security and emergency preparedness  Cocoa, oil palm, e Ensure a high level of 416,1
2. Improve growth in incomes and reduced cotton, cassava, production, adoption and million
income variability sorghum, rice, utilization of appropriate USD over
3. Increase competitiveness and enhanced maize, millet, technology five years
integration into domestic and international ~ yam, cocoyam e (Create a new generation
markets of farmers
4. Sustainable land and water management ¢ Development of pilot value
5. Science and technology applied in food and chains for two selected
agriculture development commodities in each
6. Enhanced institutional coordination ecological zone
Mali 1. Horticulture sector development Rice, maize, 1614,7
2. Irrigated agriculture development wheat, billion XOF
3. Livestock sector development sorghum, millet, over 5
4. Fisheries and aquaculture development fonio, Cotton, years
5. Decentralized management of natural mango, potato
resources and wildlife preservation and onion

6. Support and assistance measures
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Table 1. Summary of intervention components in National Agricultural Investment Programs (Cont.)

.. Priority Incentive instruments| Estimated
Country Major investment components )
sectors /strategies cost
Niger 1. Promote access for rural populations to Livestock, millet, e Structuring of 1944,4
economic opportunities that create sustain-  sorghum, agricultural sector billion XOF
able rural economic growth conditions cowpea, rice, e Securing incomes over 9 years
2. Prevent hazards, improve food security and  onions, purple ¢ Agricultural inputs and
sustainably manage natural resources to nut grass products supply
secure living conditions of the population
3. Strengthen public institutions and rural
organizations’ capacity to improve the
management of the rural sector
Cote 1. Improve access and use of agricultural and  Coffee, cocoa, e Professionalization of 897 billion
d’lvoire veterinary inputs rice, maize, actors XOF over 5
2. Promote mechanization for farms and small ~ cotton, banana, ® Good quality input years
processing units of agricultural products pineapple, supply
3. Strengthen extension services, research and  cassava, and e Structuring sectors and
development and training rubber value chains
4. Strengthen production potential of cash
crops
5. Revitalize food crops, livestock and fisheries
production
6. Develop processing and conservation of
crop, livestock and fisheries products
Liberia 1. Land and water development Rice, rubber e Ensure a high level of ~ 227,5 million
2. Food and nutrition security production adoption USD over 5
3. Competitive value chains and market and utilization of years
linkages appropriate technology
4. Institutional development e Create a new
generation of farmers
Sierra 1. Smallholder production, intensification, Rice, maize, e Ensure a high level of 403 million
Leone diversification, value addition and marketing  cassava production adoption USD over 5
2. Small-scale irrigation development and utilization of years
3. Market access appropriate technology
4. Rural financial services ¢ Create a new
5. Productive and social safety nets generation of farmers
for livelihoods enhancement
6. Agricultural sector
Senegal 1. Agriculture development Millet sorghum, e Capacity building for 1632 billion
2. Livestock development maize, rice, the different actors XOF
3. Fisheries development horticulture, e Structuring of the
4. Environmental protection fruits, cotton, actors,
5. Cross-cutting programs groundnuts, ¢ Quality input supply
6. Coordination and M & E wheat, potato, e Agricultural insurance
onion
ECOWAS 1. Promote strategic products for food Rice, maize, ¢ Co-subsidizing of 900 million
Region sovereignty and security cassava, inputs and farm USD over 5
2. Promote global enabling environment for  livestock, meat equipment years, of which
agricultural development and meat e Disseminate small-scale 150 from
3. Reduce vulnerability and promote products irrigation technologies ~ Commission’s
sustainable access to food for the * Market regulation own funds

population at large

policies
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3.2 Scope and limitations of Regional Investment Plan

The Regional Agricultural Investment Program is in sharp contrast with programs and national investment
plans, given its contents. It aims to provide answers to the main obstacles to agricultural growth and
food security by simultaneously addressing production issues, trade issues, the overall environment of the
agricultural sector and also food access issues.

It differs from other earlier major programs in the Region, by the fact that it:

e "brings national and regional priorities together in a common vision: NAIPs have priority programs
that incorporate regional dimensions that exceed national institutions’ prerogatives and the re-
gional investment plan takes these on.

e federates and articulates the investment approach and the policy instruments approach (regula-
tions, incentives, etc.).

e federates common approaches developed in the various sub-programs of the RAIP around key is-
sues”.

The Regional Agricultural Investment Program is structured around three objectives:

a. Promotion of strategic products for food sovereignty. The plan gives priority to three food
sectors considered strategic in terms of security concerns and food sovereignty in West Africa: firstly,
rice, maize and cassava, secondly, livestock, meat products, and thirdly fish products.

b. Promoting an overall environment conducive to regional agricultural development. This specific
objective aims to build a commercial, physical, informational and institutional environment that will lead
to a massive transformation of production systems and agricultural sectors in West Africa.

¢. Reducing vulnerability and promoting sustainable access to food for the population at
large. This objective’s target is to help “ensure the food needs of vulnerable populations and reduce
the structural vulnerability of populations in both rural and urban settings”.

A. Agricultural policy initiatives: intensification instruments

The agricultural policy is reinforced by defining three types of instruments aimed at creating incentive
conditions that are essential to agricultural development. Two of these instruments deal specifically
with promoting agricultural sectors: i) production intensification instruments, and ii) instruments for
regulating agricultural markets.

They aim to ensure sustainable input and small innovative equipment availability at incentive prices for
producers, which implies, among other things, easy access to credit. To do this, the plan envisages,
among other incentives, implementing a mechanism for co-financing subsidized inputs and small
agricultural equipment, through a tripartite partnership between: 1) countries, 2) ECOWAS’ Agricultural
Development Fund, via financial institutions selected in each country and 3) farmer organizations.

This is an optional action, left at the discretion of governments, with the possibility of wide modulation
by each state, within the design and implementation conditions defined at ECOWAS level.

e Opportunities for national modulation focus on:
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Choosing the subsidy rate by the country within the limits of an ECOWAS ceiling. Each state
deciding to retain this measure would be free to set the subsidy rate they wish, within the
ceiling set by the ECOWAS Community.

Choice of targeting. Each country would also be free to focus this measure on a given category
of producers, for example according to farm size, agro-ecological zones or particular crops.

e ECOWAS conditions are:
A voucher system. In line with the fertilizer strategy adopted by ECOWAS in 2006, the grant
program should necessarily pass through a system of coupons that would be distributed to
farmers.
A maximum subsidy rate. The eligible subsidy rate should be capped (e.g. 50 percent), to limit
the cost of the measure, and avoid uneconomic use of fertilizers and competition distortion
between Member States on agricultural markets. The level of subsidy could be modified in case
of a high variation in international prices.
Management through a bank. The voucher system will be necessarily managed by a bank (from
which the distributor would be reimbursed for coupons received from farmers).
Authorized distributors. Only authorized dealers will be entitled to participate in the program
and be reimbursed for coupons they receive.
A maximum quantity of coupons per farmer. Quantities of coupons distributed should be capped by
farm (for example, 100 kg), so as to ensure the programme does not benefit large farmers more than
small ones. This limit may vary depending on the country, given the variability in the size of farms.

This instrument seems interesting and important, because it enables coordinating agricultural policy
instruments between regional and national levels. It also allows targeting the sectors and farm types
based on countries’ priorities. Its cost is estimated at USD 100 million over the five years of the regional
investment program. The following issues regarding feasibility need to be considered:

a. Not taking into account this dynamic in national investment programs. As national programs were
defined at the same time as the regional one, they could not include this proposal in the priorities,
activities and actions to be enacted in the country over the next five years.

b. Local actors’ weak capacity, including producer organizations, in the management of such a device.
Managing such experiences requires organization, mobilization and governance levels that neither
governments nor POs have yet fully internalized. Managing similar experiments that are underway
in southern Africa, particularly in Malawi, and which, moreover, do not involve the regional level,
have turned out to be very difficult. They require a fairly complex organizational capacity of peasant
networks at grassroots, national and regional level.

B. Agricultural policy initiative: market regulation

ECOWAS is proposing three types of regulatory instruments for the regional agricultural product
market: i) instruments at the borders, ii) storage instruments (public and private) and iii) those relating
to standardization and inter-branch organizations.

Instruments at the border. These are considered the most appropriate to regulate inter-annual
and inter-seasonal price fluctuations and to limit forwarding international market imperfections onto
national or regional markets. Local product prices may also be indirectly regulated by border instruments
when they are tradable goods, that is to say, they can replace imports and are priced according to the
volume of imports (e.g. local rice/imported rice).
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To do this, ECOWAS is planning to establish a single common tariff policy throughout its territory. The
drafting process of this policy is well underway. In February 2009, Member States agreed to the introduction
of a fifth tariff band at 35 percent, bringing the maximum protection for the countries of the Region to
35 percent. The challenge is mainly to identify what products are to be classified in the fifth tariff band
and what products will change category within the first four tariff bands of the Common External Tariff.

Establishing other trade defence measures is also planned, including protective measures that can cope
with imperfections and fluctuations of the international market. In 2006, ECOWAS experts proposed a
safeguard tax on imports (STI). However, it must be noted that these measures are somewhat offset by
those suggested by producer organizations that recommend the use of variable levies, by far the most
effective type of agricultural protection. Better still, farmer organizations require prior determination of
common consolidated tariffs for the entire Region in order not to freeze products in fixed band custom
duties. All this must be accompanied by registering ECOWAS's Customs Union as a legal personality of
the WTO to negotiate on behalf of its 15 Member States.

Storage instruments. These are an important means to regulate and stabilize prices in domestic
markets. They are best suited to local non-perishable products such as millet / sorghum, roots and
tubers, generally considered as non-tradable. Stocks can also regulate intra-annual price variations. This
strategy aims to revitalize and strengthen the various initiatives undertaken by the regional network
of food security stocks (RESOGEST), producer organizations (bundling, warrantage, management
cooperatives, mini foodstuff exchanges, etc.) and private operators. These can be physical or virtual,
including financial, stocks.

Regarding other instruments, the following actions are planned:

a. Initiate a standardization process that involves defining product specifications (size, impurity content,
form, rate of broken rice for example), but also standardizing measurement systems used in periodic
traditional markets. This can help to reduce price fluctuations and improve the use of tools such as
storage. Standardization encourages developing commercial storage and getting credit institutions
involved because it provides a transparent basis for assessing a product stock’s value.

b. Boosting inter-branch organization schemes. These are one of the oldest market regulation
instruments, experienced in West Africa. All the sectors that were the jewels of West African
agriculture were managed by inter-branch organizations: cocoa, coffee, cotton. These vary from one
country to another, with inter-branch organizations that act as agencies, such as the Agricultural
Markets Regulatory Agency of Senegal, cocoa “Boards” in Ghana and Nigeria, and consultation
and coordination marketing boards in Burkina Faso for shea butter and milk.

¢. Inrecent years, local food products, such as rice, with major economic and food challenges, have
gradually been more managed by inter-branch organizations. These aim at removing bottlenecks
that hinder the agricultural sector’s development by promoting collective actions: access to inputs
and factors of production, marketing infrastructure (roads and storage facilities), primary collection,
price level, etc.

d. Public policy choices involved in promoting agriculture overall as well as specific sectors cover all
dimensions. But it is clear that they tended to be more efficient for export sectors such as cocoa and
cotton for which West Africa occupies a prominent place at the global level. Most public incentives
have focused on these sectors as they brought foreign exchange to governments.
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e. By contrast, constraints to promote traditional sectors are still numerous. Producers in the food
sectors not only face difficulties to access inputs and adequate financing but also local, regional
and international markets. The many failures in the institutional environment and regulatory sectors
account for the fact that these sectors have remained in a state of under-production that has been
detrimental to improving living conditions for producers in general and especially for small farmers.

4. Strategic priorities for promoting agricultural sectors in WA

Most political and agricultural development strategies implemented over the last twenty-five years have
been largely modeled on emergency management. Those of the 1980’s and 90's were largely influenced
by structural adjustment programs and have brought about a quasi-complete disengagement from
states. They failed to deploy a number of strategies and measures to best exploit the agricultural sector’s
potential for growth and jobs that abound. This eventually led to two management systems coexisting
with contradictory strategic directions: administrative management, even “tutelage” of certain sectors
(input supply, administered and pan-territorial prices for products, product collection, e.g. cotton in West
Africa) and an almost total liberalization of market-oriented food sectors.

Strengthening the duality between cash and market-oriented food sectors has increased major
malfunctions within the agricultural sector, including its low capacity to respond to incentives and to local
and regional consumer demand. More particularly, this prevented promotion of large-scale development
of small businesses that generate added value and jobs in both rural and urban areas. Yet these enterprises
bring support that is essential to build partnerships between the emerging private sector and farmer
organizations. The latter’s level of structuring sometimes suffers from policy ambiguities that affect them
and the fact that they strongly depend on external financial and technical assistance.

It is now urgent to return to more appropriate public policy that can accompany the current changes and
help improve productivity and the overall competitiveness of the agricultural, livestock and fisheries sectors.
It is time to create the conditions so that family farms can develop, as they also offer less demeaning and
alienating jobs for youth. This thrust should enable implementing incentives and help to remove the main
bottlenecks.

4.1 The funding problem

West Africa spends an average of USD 8 billion on food imports, representing about 18 percent of
the total value of all combined goods imports. But States only spend about 5 percent of their budget
for investment in agricultural development. Despite the commitment, taken by heads of state in 2003
in Maputo, to allocate at least 10 percent of their capital budget to agriculture, the goal is far from
being achieved.

Clearly, if the Region is able to disburse some USD 8 billion annually to acquire foodstuffs (CEA,
2008), it should be able to mobilize at least 4 to 5 billion dollars to build sustainable production
bases, guaranteeing its food security and a smooth functioning of the internal market. The cost of
the Regional Investment Program is estimated at USD 900 million over five years. This reflects a lack
of political will that continued food (rice, wheat, sugar and milk) price increases on the international
market should help to remove.
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However, the way resources are allocated is perhaps more problematic than mobilizing them. So far,
the largest investments have focused not only on large farms, but also on export sectors. It is urgent
to expand funding availability through the private sector and mechanisms that contribute to mitigate
the many risks that characterize the agricultural sector in general, and in particular traditional sectors,
including products that are rarely or not traded on the international market.

This strategy involves the implementation of funding facilities dedicated to:

a. aguarantee fund to cover part of the risks associated with production (access to inputs), processing
and marketing of products,

b. interest rate subsidies for agricultural and food operation
direct subsidies to improve access to equipment and inputs.

ECOWAS's Fund for Agricultural Development will be housed at the EBID in Lomé and envisions a set
of funding mechanisms that need to be refined and especially relayed at country level and to the actors
involved in developing the agricultural sector. Farmer organizations will be responsible for an important
part of its implementation, including:

e Better characterization and categorization of farms in each country. Defining the optimal size (sur-
face by farmer depending on the area and production) will help achieve the key objectives of the
Regional Agricultural Policy: ensure security and food sovereignty, reduce imbalances between ter-
ritories and ensure farmers “decent incomes”. Characterizing family farms will wisely permit to
differentiate essential public support.

e Better structuring of peasant organizations that are currently shared between sector POs, largely
dedicated to economic issues, general POs that focus on advocacy, activist Union POs, and the so
called development POs. The status of all these organizations and their position in intermediation
with other actors, including public authorities and institutions, need to be clearly defined.

* Management capacity building of POs in areas where they have had mixed results in recent years,
i.e. economic activities. Indeed, managing grant and improvement mechanisms requires a level of
governance that must be promoted at all levels including POs.

4.2 Guaranteeing access to productive resources: land, water

Beyond institutional and jurisdictional aspects, guaranteeing access to resources for agricultural
development, land and water, raises the thorny issue of managing the demographic transition on
the continent. The debate on land in terms of family farms’ viability and efficiency needs to address:
returns on investment, the ability to respond to the evolution of demand, and their survival, given
how arable land resources are currently managed, including their fragmentation when divided for
inheritance. The emerging need to consolidate land, following concerns to promote biofuel production
and the renewed interest in mechanization to increase productivity, raises a fundamental question: To
which areas will agricultural labor be transferred? (Blein et al, 2008).

Successfully managing the continent’s demographic transition will impact on the success of current
land reforms, or more precisely strategies for securing land tenure, that are being implemented in many
countries to attract productive investments in agriculture. As D. Bloom and Willam (1998) pointed out,
according to the demographic window principle, “every demographic transition, accompanied by an
increased rate of activity, generates a surplus of economic growth. The Asian economic miracle and
the strong growth in Southeast Asia countries are associated with such a strategy”. West Africa will
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definitely also face this situation, and extensive farm practices, which prevail today, are not sustainable
in the long term.

There is still significant work to be done to exploit fully Africa’ enormous potential of surface and
groundwater resources. This mainly consists in developing water infrastructure, water retention
and control of small-scale irrigation systems accessible to family farms. Good results around certain
perimeters (Office du Niger in Mali with rice production, Kano and in Gigawa in Nigeria with tomato,
potato and onion production) support establishing such incentives. Water management will secure the
different sectors be they for export or for local and regional markets.

This should be done by generalizing experiences of partnership between governments, civil society and
other water users, regulated by a water charter and will not only bring about a rational use of water,
but also the development of a water management system suitable for all water uses.

In many Sahelian countries, small water management experiences help develop off-season crops and
promote short marketing chains for produce. Tomato production in southern Burkina Faso and northern
Ghana has been possible thanks to dams that facilitate irrigation. Similarly, rational management of
lowlands has given a boost to women’s rice production in many countries.

4.3 Developing collective action

Developing collective action can be a powerful promotion factor for the agricultural sector in West
Africa. Indeed, collective actions can help by pooling resources to substantially reduce production and
transaction costs and facilitate the connection of producers to local, regional and international markets.
This consists in promoting a series of actions in commercial agricultural sectors, which provide outreach
services that mitigate the effects of multiple constraints linked to developing the agricultural sector:
input supply, extension services, water management and storage and market infrastructure.

Collective actions also put in place mechanisms and systems to facilitate farmers’ access to credit and
their market integration. They should also aim at promoting new value chains through diversification
of activities and product processing: development of agro-food units and craft industries in rural areas.

Developing collective actions is also a powerful structuring factor for peasant organizations and
sectors on the one hand, and establishing a partnership between the various stakeholders involved in
the agricultural sector, on the other. It can be considered as a lever for organizing producers and an
instrument of their efficiency.

However, developing collective action is only possible if producers benefit from a favorable regulatory
environment: a healthy and transparent institutional framework, efficient public administration and a
minimum of sustained attention to domestic production by government. In fact, the new emerging
sectors in West Africa owe their partial success to existing specific incentive conditions, including:

e Apartnership involving at least four categories of actors: i) farmer organizations as drivers of production
development and at the center of the arrangement, ii) credit institutions and other institutions that
provide local services, iii) the state that ensures appropriate regulatory institutional environment for
the development of economic and social activities, iv) institutional actors who guarantee purchasing a
part of small farmers’ production at remunerative prices to stabilize their income.
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Development of the maize, millet and sorghum sector in the Moun area in Burkina Faso is the result
of this type of partnership between the UGC-PA and certain institutions. The UGC-PA brings together
around 10 000 producers and ensures they benefit from in agricultural inputs and other farming
equipment thanks to funding from credit institutions. It collects the products that it sells to public
institutions (SONAGES), charities (WFP) and others. Between 8000 and 10 000 tonnes of grain per year
are marketed this way every year. The fact that official institutions guarantee this market is undoubtedly
a key to the success of this collective action managed by the UGC-PA.

Structuring certain sectors requires collective action, including specific protection policies. This is the
case of the onion sector in Senegal and the potato one in Guinea, which fully owe their expansion to
the implementation of safeguard or, more precisely, trade protection measures such as import quotas
from the international market. Limiting the volume of imports of these products at certain times of the
year has increased domestic production, and has also helped structure organized producers around
these sectors.

Developing collective action based on a good producer organization and the implementation of
appropriate incentive policies allows producers to exploit the opportunities offered by domestic and
regional markets for which the most optimistic estimates predict the volume to be approximately
USD150 billion in 2030. This is essential to improve producers’ incomes.

4.4 The trade policy reform, regional markets and international trade regime

A. Promoting the regional market

The regional market currently has 300 million consumers with nearly 500 million planned for 2050.
This represents a huge opportunity to develop all of the agricultural sector’s products, and especially for
food supply chains. Currently less than 15 percent of the market demand is met by regional production.
Setting up a trade policy that enables promoting community preference is essential to reverse this trend.
Indeed, developing commodity chains is only possible if the regional market has an adequate level of
protection that secures:

a. profitability and rapid return on productive investments for different stakeholders, including foreign
direct investments or those of local private operators.

b. asafe, permanent and secure output, protected from the sometimes unfair competition of foreign
imports.

The ongoing creation of ECOWAS's customs union provides a unigue opportunity to implement this trade
policy that is more in tune with the concerns of agricultural development in a regional “secure” environment.

The current debate on rice for which the Region has the necessary agricultural potential to produce
the amount required by the regional market, is indicative of the need for such a policy. West Africa’s
growing dependence on global markets for its rice supply is the result of a vicious circle.

“Lest street protests, which could lead to question existing regimes’ legitimacy, governments refuse
to establish a level of market protection that would strongly encourage productive investment in rice
production and allow hoping to eventually reduce reliance on the international market.”
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This strategy is even more difficult to understand given that world prices for this cereal show a constant
upward trend over the last three years. Similarly, the downward trend in production in China, which will
result in this country becoming a net importer, should stimulate a more proactive policy to promote rice
production in the Region.

B. Reforming the international trade regime

If we can concede to some analysts that the poor performance of the West African agricultural sector
is due to “States’ political and institutional deficiencies” we cannot ignore that it is largely the result of
the international market's imperfections and failures. Shocks resulting from the international market’s
rules and operation are detrimental to the development of agriculture in general and to Africa’s sectors
in particular.

The trade regime is very unfavorable to African smallholder farmers who, due to a lack of support, face
competitors from developed countries on unequal grounds in their own market. Current negotiations
both at the WTO and the Economic Partnership Agreement between the EU and ACP countries can
represent a huge opportunity to redefine the contours of the international market and loosen the noose
around African markets and ensure them a better space to maneuver.

However, these negotiations should lead to true liberalization of world trade: abolish all forms of
support, tariff and non-tariff barriers, dumping. This would provide a real opportunity for farmers in
West and Central Africa. This debate is even more crucial as the liberalization scheme — including the
one currently proposed by the EU in different regions of Africa through its offer to access the market
under the EPA —raises a few problems: issues linked to standards are not sufficiently taken into account.

However, ECOWAS should accelerate building the regional market, including implementing a customs
union and precautionary trade measures that are adaptable to a changing international market. The
agricultural policy's road map gives clear indications in this area.

4.5 A sectoral approach to agricultural investments: case studies’

A. The case of Benin

In Benin, the GIPD Project (Projet de Gestion Intégrée de la Production et des Déprédateurs) focused on
public policies implemented in support of the development of food value chains. Since independence,
Benin has relied on cotton for its economic growth whose production level had fallen because of low
prices. At one time cotton exports represented 40 percent of the nation’s export proceeds.

But since the collapse of cotton market, the country was forced to diversify its agricultural sector
so as to reduce the nation’s dependence on cotton. In pursuance of that objective, Benin adopted
its Strategy for the Re-launching of the Agricultural Sector, which focused on four agricultural
commodities, namely groundnut, pineapple, rice and poultry.

7 This section is taken from the proceedings of the joint regional FAO-IFAD workshop held in Accra, Ghana, July 4-5,
2012 under the theme: “Rebuilding the Potential of West African Agricultural Production: Lessons from Country
Studies, Policy Initiatives, and Private-Public Partnerships to Promote Smallholder-Inclusive and Competitive Food
Value Chains.”
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The rice value chain was given high priority because of the importance of rice in the nation’s strategy to
achieve food security and also because it had the most successful outcome. Local production of rice was
below the consumption needs, while a boost to rice production could even open export opportunities to
neighbouring Niger and Nigeria. The goal of the Strategic Plan for agricultural development was therefore
to promote rice production and to minimise post-harvest losses by strengthening markets. The specific
objective of the Agricultural Sector of the Strategic Plan was, among others, to increase the production
of paddy rice from 72,960 tonnes in 2007 to 385,000 tonnes in 2015. Among the expected results of
the program are improved farmer access to fertilizers and phytosanitary products, transformation and
improved storage of rice and opening-up of rice production areas for easy access to markets.

The program will be anchored under the National Agricultural Investment Plan and existing legal and
institutional structures providing the overarching necessary environment.

B. The case of Nigeria

Nigeria's agriculture was anchored on three pillars, namely the National Agricultural and Food Security Strategy,
the Nigeria Vision 2020 Economic Transformation Blueprint and CAADP's National Agricultural Investment Plan.

Among the agricultural sector objectives and priorities is to achieve market-driven value chain development
in Nigeria and farm-gate commercial storage as well as reduce post-harvest losses of agricultural
production by an average of 50 percent and to expand the nation’s foreign exchange earnings through
agricultural exports and reduce the present level of food import by 50 percent in 2015.

Most importantly, Nigeria had initiated a system to facilitate the linkages between agro-input dealers and
credit institutions. There are also efforts to integrate produce marketing with input marketing, including
the establishment of a more effective food marketing information service to increase market transparency
and enhance operational efficiency (Commodity Exchange for futures market). The goal is to transform
Nigeria's agriculture into a commercial oriented sector with emphasis on food processing, promotion of
locally produced food and new employment.

The constraints to value chain development include inadequate physical and financial infrastructure, low
returns on investments, poor investment climate, and the need for appropriate policies that would drive
growth, combat climate change and promote risk management. Concerning risk and risk management,
the Central Bank of Nigeria had established a new mechanism aimed at mitigating agricultural financial
risk, encouraging private bank lending and providing financial support to farmers. Nigeria has also targeted
a set of zones and commodities (cassava, sorghum etc.) for agricultural investment.

C. The case of Ghana

Ghana developed the Medium Term Agriculture Sector Investment Plan (METASIP) in fulfillment of
Ghana’s participation in ECOWAS agriculture related initiatives, namely ECOWAP for West Africa
and the NEPAD / CAADP as well as to implement its Food and Agriculture Sector Development Policy
(FASDEP ). METASIP had six programs whose objectives were generally to improve the supply chain of
staple foods such as cassava, maize and rice as well as the commercialisation of farming for increased
income generation, especially by tapping into the market potential of the traditional cash crops such as
mangoes, citrus, palm oil and rubber.
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An important characteristic of the Plan was its sector-wide approach involving all the agencies and
actors in the consultations for the design and participation of the supervision and implementation of its
activities. The Plan established a Steering Committee with membership of all the principal stakeholders
including relevant government agencies and Ministries POs. One of the priority areas of the Steering
Committee was therefore to enhance the development of POs so as to make them viable economic
units to strengthen their bargaining power and enable them to link up with regional groups.

The Steering Committee operates as a multi-stakeholder platform where members can raise, discuss
and resolve issues and bring feedback back to the constituents. The SC is also supported by SAKSS,
whose membership is comprised of representatives from policy and knowledge institutions as well as
Civil Society Organizations (CSOs) and the private sector. SAKSS is also linked with West Africa’s regional
platform ReSAKSS. A secretariat and policy dialogue fora also supported the Steering Committee. The
Steering Committee was working towards the formulation of a communications strategy to enhance
prioritizing METASIP and integrating it into plans and budgets of state and non-state actors.

Like many other recent programs, METASIP has also adopted a value chain approach with a view
to bring on board all operators and their activities in agricultural value chains to enhance efficiency,
competitiveness and inclusiveness in order to promote transforming smallholder farmers toward a
commercial orientation to modernise and improve their business’s profitability. This required formulating
strategies and approaches to integrate smallholder farmers in the value chain and to develop POs.
They included encouraging the evolution of POs at the grassroots level and intensifying out-grower
schemes. The Government of Ghana has also developed a policy to provide a framework for Public-
Private Partnerships (PPPs) and, with the support of donors, the Ghana Commercial Agricultural Project.
Its objectives are to improve the investment climate for agri-business and developing inclusive PPPs and
enhance smallholder linkages in selected value chains. One key challenge to the implementation of
METASIP includes the mobilisation of funds to enable civil society organizations to to participate actively
and play their expected role in the METASIP process.
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5. Conclusion

Investment policies, specifically directed to promoting the agricultural sector in West Africa remain
very selective or even discriminatory. While agriculture, livestock and fisheries export sectors receive full
attention, food sectors, which are essential for people’s food security and regional market integration
continue to be marginalized.

Most incentive policies have focused on cash crops, thus perpetuating the trading economy that
promoted sectors oriented towards the international market. Despite recent developments resulting
from reforms at both national and regional levels, agricultural sectors are still poorly prepared to take
advantage of the huge opportunities offered by domestic and regional markets.

There seems to be a considerable gap between implemented strategies and policy instruments and the
heavy trends in West African agriculture and the changing international context. They tend to repro-
duce the formulae that helped boost Asian agriculture, but seem less appropriate in today’s context.

In West Africa, distancing to initiate strategic thinking for agriculture seems to be sorely lacking and
also the political will to implement specific policies to develop the different sectors. The complexity of
West African agriculture, its relations with other activity sectors, the nature and level of organization
of its actors, its very high exposure to internal and external shocks require implementing strategies
investment that can:

a. Minimize the risks associated with agricultural activities, i) facilitate access to inputs and productive
resources, ii) develop collective actions through better structuring of sectors and organizing of the
actors.

b. Better target sectors that ensure food security and sovereignty, decent income for farmers, and
balanced land use planning. This targeting should allow implementing essential public incentives
for agricultural development.

b. Develop mutually beneficial partnerships between all actors involved in rural development in gen-
eral, and in agricultural development in particular.

d. Promote a regulatory environment conducive to agricultural development, i) promoting the regional
market, ii) incentive investment policy (tax exemption).

e. Promote the regional market by making it a key factor for the development of agriculture and small
family farm production.

f. Reform the international trade regime, which remains very unfavorable to smallholder farms



114 Rebuilding West Africa’s food potential

6. References

DAVID-BENZ H., LIAGRE L., DUGUE M.J. (2008), Le réseau des observatoires riz en Afrique de I'Ouest
. In: Atelier International agricultures et défis globaux. Expertise collective pour un observatoire
des agricultures du monde, 22 au 24 avril 2008, Montpellier. s.I. : s.n., 1 p. Atelier International
Agricultures et défis globaux, 2008-04-22/2008-04-28, Montpellier, France.

OECD (2001), La place de I'Afrique dans le monde, working document, 34 pages.

Solagral (2001), Libéralisation commerciale et sécurité alimentaire, working paper, 5 pages.



Chapter 4

Review and analysis of national investment strategies
for agricultural policies in Central Africa:
The case of Cameroon

Valantine ACHANCHO'

! Socio-economist formerly at the Ministry of Agriculture and is currently IFAD Cameroon country officer, Yaounde.
The study was prepared under the FAO project Tout ACP financed by the European Union for the development of
commodities in West and Central Africa.



Table of Contents

1. Introduction and objectives

2. Inventory of national policies in the CEMAC area
2.1 Overview of the agricultural sector in the CEMAC zone
2.2 Challenges of regional integration into the CEMAC zone
2.3 CEMAC's Common Agricultural Policy

3. Agricultural Policy implementation in Cameroon
3.1 Historical overview
3.2 Support measures for agricultural commodities in Cameroon
3.3 Specific Government actions in support of food chains in Cameroon

4. Conclusion
4.1 Promoting food crops, a necessity for the population’s well-being
4.2 Renewed interest in financing agriculture
4.3 Taking into account crop diversification and development
4.4 Considering the value chain and support to small producers
4.5 Improved marketing and integration into regional and international markets

5. References

117

118
118
121
122

125
125
133
138

143
143
144
144
146
146

148



Chapter 4. The case of Cameroon 117

1. Introduction and objectives

Agricultural policies in Central and West Africa have long focused on developing traditional export sectors
as they bring in foreign exchange earnings. This has resulted in marginalizing consumer products (cereals
and food products) on which small farmers depend for their survival and integration into the economy.

Starting nearly a decade ago, issues and challenges related to food security have become more critical,
with rapid population growth and fewer people working in agriculture.

The new agricultural policies, inspired by the master CAADP / NEPAD program reflect the growing
interest in improving the competitiveness of smallholder farms that face input supply and market access
as some of their main obstacles. However, (i) an important gap that enables smallholders to participate
in the development and implementation of agricultural policies still exists, (ii) the added value in the
main commodity value chains is distributed unfairly at the expense of small farmers who account for
a significant portion of agricultural production, (iii) and commodity sectors (cereals and food products)
almost completely lack inter-branch organization.

Moreover, food crops are essential in ensuring the population’s food security and improving farmers’
incomes and people’s living conditions (fight against poverty), especially in rural areas. These broad
issues call for analyzing and understanding the situation of the main food production chains and the
policies developed to improve their performance. This will help identify bottlenecks and raise government
agencies’ awareness on integrated support solutions to food supply chains.

This study focuses on analyzing agricultural policies in Central Africa and their impact on commodity value
chains and will cover five main areas:

1. Aninventory of national policies and strategies for agricultural investment implemented by countries
in Central Africa (Cameroon, in particular) and other countries? (such as Gabon, the Republic of
Congo and the Central African Republic);

2. Analyzing these strategies and policies’ components that directly affect the development of commod-
ity chains. The various direct and indirect initiatives, aimed at strengthening the competitiveness of
different sectors, their members’ (colleges, links, etc.) competencies and creating added value, will be
identified and enumerated,;

3. Activities aiming to organize and structure producers into viable economic entities (cooperatives,
economic groups, unions, federations, etc.) and the support given to the different functions of the
added value chain within sectors will be examined;

4. Policies and specific actions taken by the state to remove capitalization constraints, ensure access to
means of production and product marketing at remunerative prices will be analyzed,

5. Objective indicators (including an application of the state's human capacity to carry out these programs
and identify concrete gaps and deficiencies) will clarify how these so-called new policies actually take
into account promoting strategic products for domestic consumption (food sectors).

Concretely, this study aims to answer the following questions:

v To what extent are national strategies likely to promote the development of sectors that support
small farmers?

v How do the development and implementation of these strategies allow producer organizations set

2 Most of the analysis focuses on the case of Cameroon. For other countries in the sub-region study is limited to
the presentation of a summary of key information and direction.
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up better structures to participate in managing selected sectors with more equitable distribution of
the added value in each sector?

v Which mechanisms and tools are available to small producers and their organizations to bring
about new synergies between the private and the public sectors to manage major constraints such
as input supply and access to market?

This study is based on two sources of information. First, a literature review consisting in a synthesis
of existing documents and analytical reports on policies’ effectiveness as well as consultations with
various stakeholders and organizations that have contributed to its development. Second, primary
data were collected from different categories of stakeholders including farmer organization members
of commodity sectors. In-depth surveys of eighty farmer organizations in several sectors have been
conducted, including cooperatives / grassroots Common Interest Groups (CIGs), regional unions and
federations, private sector operators, technical and financial partners, as well as public project and
programs managers and ministry officials in Cameroon. One of this survey’s objectives is to identify
possible bottlenecks in these sectors and to identify links with policies that have been implemented.

The primary data from surveys of stakeholders have been processed, coded and entered using SPSS
12.0 software to design the input mask (input interface) from the interview guides and statistical
processing of data (descriptive statistics) and Excel 2007 to process the tables for further analysis.

2. Inventory of national policies in the CEMAC area

2.1 Overview of the agricultural sector in the CEMAC zone

The CEMAC zone, which covers six countries, namely Cameroon, Congo, Gabon, Equatorial Guinea,
Chad and the Central African Republic, lies between the 24th north latitude degree and the fifth
south latitude degree, and between the 8th and 28th longitude degrees. It covers a total area of more
than 3 million km2, with 1.24 million km2 for Chad alone. Thanks to its geographical location, the
CEMAC zone benefits from a diversity of agro-ecological zones that can be grouped into five main types
summarized in the following table:
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Table 1. Agro-ecological zones in Central Africa

Zone Vegetation Cover/Rainfall Production type
Saharan Desert on 2/3 of Chad Bare soil, palm oasis.
Rainfall from 0 to 300 mm Rangelands for nomadic goats
and camels.
Sahelian Extreme north of Cameroon, southern third of ~ Dry area: herbaceous vegetation
Chad (shrubs).
Rainfall between 300 and 700mm Qasis dates production, camels,
donkeys.

Sudano-Sahelian to Sudanian  Northern Cameroon, CAR, and southern Chad ~ Shrub land type vegetation.

Rainfall between 700 and 1000 mm to Cereal production (millet,

1200 mm sorghum, maize, rice), fruit and
vegetable crops, cotton, and
oilseeds (groundnut, sesame);
livestock on natural pastures.

Sudano-Guinean to Guinean Central Cameroon, west and center of the CAR,  High woodlands vegetation,
southwestern Congo, southern Gabon sparse forests.

Rainfall 1200-1600 mm Roots and tubers production
(cassava, yam, taro, potato),
cereals (maize, sorghum, rice)
and cattle rearing in pastures.

Equatorial forest Southern Cameroon and CAR, northern and Roots and tubers production
central Congo, much of Gabon, and all of (cassava, yam, taro, cocoyam),
Equatorial Guinea fruits (avocado, mango, etc.),

High humidity area with annual rainfall bananas, plantain and export

between 1600 and 2500 mm, even 4000  <OPS (coffee, cocoa, palm ol
mm (coastal and southwestern Cameroon) rubber, tea); also mportant fgr?St
or even 12000 mm (Debunsha on the resources (wood), fish and wildlife.

slopes of Mount Cameroon).

After the hydrocarbon sector that has an expanding production in 5 of the 6 CEMAC member countries,
agriculture is the main economic activity. Overall, more than 50 percent of the CEMAC population
is dependent on agriculture. Although the situation varies widely from one country to another, the
agricultural sector employs close to 65 percent of the area’s working population and contributes about
25 percent of gross domestic product in the sub-region.

A. Cash crops

Coffee (Arabica and Robusta), cocoa, cotton in all its forms (fiber and unginned), rubber, sugar cane,
tobacco and sweet banana are the main agricultural products that are considered as cash crops.
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The cocoa and coffee sectors have a very promising outlook. In Cameroon, for example, the improvement of
market prices and the implementation of programs to support production (seedling supply and treatment)
have led producers to initiate planting. Local artisanal processing is also experiencing a boom especially for the
production of cocoa butter and powder whose profitability is at least 3 times higher than raw beans.

The cotton sector, mostly grown in northern Cameroon and Chad, is doing relatively poorly. Given that
producers receive low payments, the most important indicators are declining, including harvested area,
production, the actual number of producers and yields. In Cameroon, for example, the areas used for
cotton production have been reduced by 43 percent, going from 231 993 hectares in 2005 to 133 000
hectares in 2008. Over the same period, the number of producers has dropped from 300 000 to 218 000,
a decrease of nearly 27 percent.

Cameroon is the largest producer of palm oil in the CEMAC sub-region with a cultivated land area
estimated at 70 000 hectares in 2010. Private industrial companies handle much of the production. Palm
oil (or red oil) plays an important role in food security, because it is used in a wide range of local dishes.

Global demand for crude palm oil increases annually by nearly 4 percent, and this provides a positive
outlook for the sector’s development, as by-products are still largely under-utilized in the sub-region.
Challenges faced by farmers to develop this sector are linked to the lifting of restrictions on access to
land, improving the rate of oil extraction and regenerating orchards.

Dessert banana faces difficult conditions in the global economy. The dessert banana production is more
developed in Cameroon, where it contributes to nearly 30 billion XAF in export revenues.

Rubber production is being developed in Cameroon and Gabon by large agribusiness firms. The
rubber sector suffers from the effects of the recent global economic crisis that resulted in a drop in
vehicle sales in America and Europe, leading to the decline of orders for rubber. This sector deserves
special attention given the number of jobs it generates and its contribution to the trade balance.

B. Food-producing agriculture

Food-producing agriculture continues to be the main source of food and survival for people, while
generally remaining at the level of subsistence farming. The products are very varied: cereals (maize, millet
and sorghum, paddy, etc.), roots and tubers (cassava, cocoyam, taro, potato, yam, etc.), oilseeds® such
as groundnut, cottonseed, etc., fruits and vegetables, including citrus, pineapple, tropical fruits, legumes
and pulses, spices and condiments, leafy vegetables and mushrooms, plants and ornamental flowers, etc.

Among these products, there are some export production activities in small quantities in certain niche or
specialty markets in Europe or the United States (manioc paste, pineapple, papaya, flowers, pepper, etc.).

CEMAC countries’ dependency on imports varies from one country to another. In Gabon, more than 70
percent of staple foods are imported (milk and dairy products, wheat, potatoes, oils and fats, vegetables,
maize, etc.) while this percentage rises to 100 for rice and 95 percent for beef, pork and poultry.

The main crops in Chad, which lies in the Sahel, are millet, sorghum and maize and are permanently
exposed to climatic and production shocks: low and erratic rainfall, locusts. These factors expose

3 Except for oil palm.
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populations to starvation. In addition, production capacity is hindered by current civil insecurity due to
armed conflict in the country and neighboring countries, which contributes to food insecurity.

Central African Republic (CAR) has an important beef production sector. However, general food supply
remains insufficient for the needs of the population. To compensate for this deficit, the country permanently
imports cereals, especially rice and flour, and other products such as sugar, onions and edible oils.

Equatorial Guinea also relies on exports for the majority of its food products consumption (rice, maize,
plantain, various tubers, oils, etc.).

Cameroon has relative self-sufficiency but more than 75 percent of the rice consumed is imported, despite
a significant production potential. Cameroon remains CEMAC's breadbasket and the leading supplier for
Gabon, CAR and Guinea in food crops (plantain, cocoyam, cassava, tomatoes and various vegetables, etc.).

Overall we note the inability of the various CEMAC countries to meet their food needs and significantly
reduce their dependence on food imports. Thus, despite the potential offered by CEMAC's geographical
location, food production agriculture remains somewhat undeveloped. Weaknesses stem from inefficient
production systems and ineffective policies that are meant to support the development of agriculture,
particularly food production agriculture on which the majority of the population depends for its survival.

The main challenge in the field of food production is to evolve to intensive rural production that will: (i)
ensure food security and self-sufficiency (ii) supply the processing industry and create an internal market and
consumer base for commodity sectors and finally (iii) increase exports and improve the balance of trade.

2.2 Challenges of regional integration into the CEMAC zone

CEMAC is part of a larger whole, called ECCAS (Economic Community of Central African States), which
includes, in addition to the countries mentioned above, the Great Lakes countries (Democratic Republic of
Congo, Rwanda and Burundi). Regional integration within the CEMAC has its origins in the colonial period
when France created French Equatorial Africa to establish regional services such as the coordination of
economic affairs, transport or geological and mining research services. This regional integration, launched
during the post-independence years, was based on a double challenge to overcome artificial boundaries
set by colonization and to build a common market through the removal of trade barriers. This process was
consolidated in 1994 by the establishment of CEMAC, which is one of the most significant results of the
countries’ strong commitment to develop economic and customs cooperation in Central Africa.

The recent economic and financial crisis and the food crisis of 2008 did not spare the CEMAC countries.
This revealed the fragility of their national policies that are meant to support and promote food
agriculture. Hunger riots took place in Cameroon, the food basket of this sub-region and, once again,
confirmed the prime position that food agriculture must occupy in these countries.

In general, the agricultural sector remains fragile and vulnerable to economic liberalization and
globalization, which fosters more pressure from agricultural products originating from other countries
in general, and from Europe in particular. In addition, with rapid population growth and mining and
logging, natural resources are facing increased degradation. Moreover, fewer and fewer people are
living in rural areas and choosing to migrate to the cities, which results in a decrease in the number of
farmers, with competitiveness and productivity challenges and the need for intensification. The current
situation exposes CEMAC countries to food insecurity and recurrent poverty phenomena.
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2.3 CEMAC's Common Agricultural Policy

In the last twenty years, sub-Saharan Africa countries’ agricultural policies have been subject to strong
macroeconomic constraints where structural adjustment measures and the globalization process have
played a key role in influencing economic policies. In this context, regional integration, through the
creation and re-launching of “free trade” or economic integration areas, has increasingly emerged as
a survival mechanism. Thus, CEMAC’s common agricultural policy aims to coordinate and harmonize
agricultural policies of its Member States. It places the issue of food security at the center of its concerns
and has dedicated a specific program to this theme, the Regional Program for Food Security. Studies
for the implementation of this program were due for completion in 2011 with the assistance of AfDB
and FAO.

CEMAC's common agricultural policy is therefore part of a broader process of a common economic policy
that is to “promote the establishment of a Community market of Member States, with the coordination
of sectoral policies and harmonization of regulations to achieve gradual economic integration of the
region’s economies”. Similarly, this strategy takes into account the NEPAD Program that reflects the
continent’s main thrusts requirements (Comprehensive African Agriculture Development - CAADP) and
multilateral obligations (WTO and EPA). The common agricultural strategy focuses on strengthening the
agricultural sector’s competitiveness and productivity, comprising increased sustainable food production.
Generally, this strategy gives priority to infrastructure components to facilitate trade and movement of
products, people and information as well as structural ones such as access to training, new technology,
support services (extension and advisory, input supply, credit - savings, veterinary services, quality control,
etc.). Specifically, the CEMAC common agricultural policy responds to the following challenges:

- Strengthen and harmonize macroeconomic frameworks to promote policies that support the
agricultural and rural sector. Indeed, structural reforms that were put in place to deal with the
late 1980s crisis (liberalization of economic activities, stabilization of public finances, devaluating
the XAF, state withdrawal from some productive sectors, privatization of public and para-public
enterprises that supported rural development, etc.) impacted heavily on measures and policies, by
reducing their scale.

- Improve producers’ living conditions by increasing their income. This call for diversifying
economic activities, developing financing tools and mechanisms suitable for agriculture, improving
access to technology and strengthening the capacity of poor producers and their organizations in
rural settings.

- Increase agricultural productivity to cope with rapid urbanization and create new jobs. According
to FAQ, in 2010 agricultural production needed to increase by 75 percent to meet global needs
and reduce chronic undernutrition. Regarding the CEMAC zone, the rate will need to increase by
290 percent. Therefore, this will entail developing agricultural research, promoting the transfer
and adoption of appropriate technologies and knowledge sharing between researchers, promoting
the development of technologies for water management that will allow steady production while
respecting the environment.

- Develop collection, transport, storage of crops and marketing infrastructure in order to
improve the competitiveness of production (reduction of transport costs and post-harvest losses) on
the local and international markets.

- Negotiate and implement regional (CEMAC) and international (WTO EPAs) trade
agreements, beneficial to the agricultural and rural sectors. CEMAC countries will need to organize
themselves to speak with one voice in negotiations and be able to get support measures and
compensation benefits for the region.
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Adopt and implement proactive national policies through increased national budgets
allocated to the agricultural sector, in accordance with the Maputo Agreement of 2003
and the CAADP. Cuts in public funding for agriculture over the past two decades have resulted in
a significant decrease in agricultural performance in the CEMAC zone. However, it should be noted
that the agricultural sector presents the best prospects for Africa to initiate capital accumulation,
productivity gain, growth and multiplier effect throughout the economy.

Reforming land tenure to allow access to land, especially in rural areas and for women and

young people.

The following table summarizes current policies in some countries of CEMAC.

Table 2. Overview of agricultural policies in some countries of the CEMAC zone

Country

Issues and Challenges /

Policy Framework

Areas of intervention

Action Plan

Chad Issues and Challenges: Create and maintain a e Increased investment in hydro-agricul-
Sustainable development of rural sustainable growth in agri- tural and pastoral infrastructure
production: growth of competi- cultural production Expansion of access to quality agricul-
tive value chains by developing Support rural organizations  tural inputs and equipment
marketing and competitiveness Develop emerging sectors Extension of access to quality support
of agro-silvo-pastoral products. Improve natural resource services for crop and livestock farmers
Strategic Framework: management Extension of access to credit and
National strategy for rural devel- Decentralize provision of suitable financial services
opment with the aim to increase agricultural services Diversification of agricultural production,
the production of the rural Improve the public sector’s Improving the functioning of distri-
economy in a sustainable way efficiency . bution channels and markets for
while protecting the environment Imp.rove access o bas'c_ products, .
and strengthening human and services for the population Development of emerging sectors
institutional capacities. and the rural economy Crop protection

Central Issues and Challenges: Intensification and diver- Improve the productivity of farms,

African The rural sector is the country’s sification of agricultural through livestock, fisheries and forestry

Republic backbone for economic develop- production rational intensification

ment that will strengthen poverty
reduction, the fight against

food insecurity and vulnerability,
economic growth and national
reconstruction.

Strategic Framework:
Rural sector strategy oriented
toward agricultural development

Development of profes-
sional agricultural organi-
zations and sectors
Promoting coordinated
development of local
communities and imple-
mentation of development
infrastructure
Implementation of institu-
tional reforms in the agri-
cultural and rural sector

Improve the performance of farms
through efficient production systems
Develop agricultural research
Restructure and reorganize rural stake-
holders and farmer organizations
Strengthen the human, financial and
material capacities of farmer organiza-
tions

Support increased stakeholders’ partici-
pation to the Chamber of Agriculture
Open up rural areas

Establish the infrastructure to support
production, distribution and marketing
and reduce vulnerability factors linked to
agricultural activities

Strengthen capacities for planning,
research, advisory support, training and
communication institutions
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Table 2. Overview of agricultural policies in some countries of the CEMAC zone (Cont.)

Country

Issues and Challenges /

Policy Framework

Areas of intervention

Action Plan

Gabon Issues and Challenges: Increase local food produc- e Improve the technical capacity of stake-
Enable agriculture to contribute tion to ensure better avail- holders and their organizations to
more significantly to the improve- ability of food at low cost participate in the management of the
ment of living conditions in rural Improve household food agricultural sector
areas and render the country less security through improved Improve the conditions of production
dependent on external supply. protein-energy ration and marketing of different crops
Strategic Framework: (2400 Kcal / capita per Develop appropriate and consistent
National Commission for Food day) financing instruments that will support
Security and Rural Development Reduce rural poverty by the development of investment in the
in Gabon improving stakeholders’ sector

agricultural income Establish a legislative and regulatory
framework, and more broadly, a more
attractive institutional and infrastructural
environment

Cameroon Issues and Challenges: Develop sustainable Modernize farms (access to inputs, land,

Strengthen the agricuttural sector
as the engine for the country’s
economic and social development;

Promote professional and inter-
professional organizing of the
various economic operators who
are to be the main actors in the
development of agriculture;

Improve the food security of
populations by increasing produc-
tion and all revenues.

Strategic Framework:
Strategy Paper on the develop-
ment of the rural sector.

production and supply of
agricuttural products
Sustainable natural
resources management
Promote local and
community development
Develop appropriate
financing mechanisms
Develop employment and
vocational training in agri-
culture

Manage risks linked to
food insecurity

Develop the institutional
framework

more efficient techniques and funding)
Increase farm incomes (improving
productivity and competitiveness)
Enhance food security in high popula-
tion density and fragile ecology areas in
the context of integrated development
programs

Promote rational and sustainable use of
natural resources

Establish an incentive framework specifi-
cally for small and medium agricultural
production and processing enterprises
Strengthen the organization and devel-
opment of export-oriented production
sectors and industrial processing
Develop regional and sub-regional
market access

Strengthen professional and inter-
professional organizations (partnership
in the management sector)

Consolidate the rule of law in the
commercial and financial environment
(create a more favorable environment
for the development of domestic and
foreign investment in the agricultural
sector)

Develop micro-finance systems, reha-
bilitate rural dirt roads and strengthen
participatory management of grassroots
socio-economic infrastructure
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3. Agricultural Policy implementation in Cameroon

Four major periods characterize the history of agricultural policies in Cameroon:

v The five-year development plans period (1960-1986)

v The beginning of the economic crisis period (1986 - 1990)
v The New Agricultural Policy (1990-1998)

v Agricultural Policy - New Challenges (1999)

3.1 Historical overview

A. The five-year development plans period (1960-1986)

The five-year development plans period began at the country’s independence in 1960 and was characterized by
the promotion of export and industrial crops as they brought in foreign currency for the state and were meant
to contribute to improving living conditions in rural areas. In this system, smallholders were considered as tools
to guarantee mass production in a way that was at times forced upon them. The state, for its part, guaranteed
prices and strictly controlled purchase operations of inputs and sale of agricultural export commaodities such as
cocoa and coffee (price stabilization mechanisms).

Other instruments of this policy were the creation of large development projects and the implementation of
development companies that allowed the state to be present among farmers, provide them with the required
technical advice and develop the necessary infrastructure to improve their lives.

Along with traditional agricultural exports, rice and wheat were promoted by the state as a substitute for
imports. However, basic food crops (cassava, taro, yam, potato, maize, sorghum, groundnuts, beans, plantain,
etc.) were traditionally produced without any support except specific technical advice given within the purpose
of maintaining and consolidating food self-sufficiency.

The results of this policy were generally described as mixed. Indeed, yields remained low despite efforts to
promote agricultural research and technical supervision of producers (Bokagne, 2006).

The non-achievement of targets set by the state was partially due to: (i) farmers’ inadequate access to inputs
and other factors of production, (i) an inefficient management system, (i) stagnant farm productivity, (iv)
aging farms and producers and (v) the backlog of agricultural research on food crops.

During the fifth plan (1981-1985), the government revised its intervention strategy by creating a development
structure with a financial and administrative autonomy in each agricultural zone, with the intention of
establishing a “new type” of relations between the government and farmers. Aspects related to producers’
incomes (and no longer only urban consumers’ interests) were taken into account when setting agricultural
prices. Similarly, intensified training for rural extension workers and the management (by state services) of
production and processing were promoted.

Towards the end of this period, Cameroon started oil production, which resulted in a slowdown of investment
in the agricultural sector. Development priorities were given to major infrastructure projects and strengthening
public and parastatal agencies. The sixth five-year plan was discontinued in 1986 due to the economic crisis.
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Box 1. Management of cocoa and coffee sectors between 1960 and 1986

The development of cocoa and coffee production in Cameroon dates from the colonial period. The colonizer,
considering the colony as an area of operations, develops export crops through large plantations (banana,
rubber, palm oil) and small peasant farms (cocoa, coffee), for their needs.

In general, during the period mentioned above, cocoa and coffee sector management was entirely
administered by the state. However, production management at the farm level was different depending on
the approach of the colonial rulers:

v Western Cameroon, under British occupation, had a more liberal cooperative model, in which the state
remained in the background, with actions such as “community development”. In the wake of this,
multiple collection and marketing cooperatives were created and eventually gave birth to the North
West Cooperative Association (NWCA) in 1953, which is still very active in the Arabica coffee sector.

v In the eastern part of the country, the French developed a model characterized by strong state
intervention. Around 1937, Sociétés Indigénes de Prévoyance came about, and later became Sociétés
Africaines de Prévoyance as a result of the application of the 10 September 1947 French law that
redefined cooperation. Sociétés Africaines de Prévoyance were thus implemented and represented
at each administrative subdivision with the primary function of collecting and selling export and
consumption products. In 1958, the Union of Western Cooperatives of Arabica Coffee (UCCAQO) was
created out of the Sociétés Africaines de Prévoyance.

With independence in 1960, the government of Cameroon became more closely involved in managing the
coffee and cocoa sectors. Thus the overall operation of the supply chain, from sourcing and “supervising”4
of producers to exporting was controlled by the state through various agencies such as the National Office
of Commodities Marketing (ONCPB) and state corporations such as the Cocoa Development Company
(SODECAO).

In this management system, producers were required to take their products to their cooperative collection
center, which was part of a network of cooperatives represented at departmental or provincial level and
managed at national level by the National Center of Business Cooperatives (CENADEC). In these cooperatives,
directors were appointed by the state. In this system, the farmer had an executive role. Payments to farmers
were made through cooperatives on the basis of prices set by the ONCPB on a scale of quality (grade 1,
grade 2, non standard). Cooperative funding came from loan funds obtained from banks and guaranteed
by the Central Bank (BEAC). The ONCPB entrusted transportation of purchased products to the port of
Douala to private licensed carriers by purchase zone. Private carriers were remunerated for their services by
the ONCPB who drew its resources from stabilization operations.

4 The very word “supervising” shows a hierarchical relationship, and clearly reveals where producers stood.
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v

Box 1. Management of cocoa and coffee sectors between 1960 and 1986 (Cont.)

For this, the government freely provided support to farmers in terms of production, funding for crop
treatment and marketing. Officials of the Ministry of Agriculture and development companies such
as SODECAO brought the necessary technical assistance to ensure production in terms of quality and
quantity. In general, at the institutional, legislative and regulatory level, cocoa and coffee supply chains
were developed and organized through these steps:

Implementation of law 73/15 of 7 December 1973 whose aim was to standardize provisions
applicable to cooperatives throughout the country.

Creating the Cooperation and Mutuality Department within the Ministry of Agriculture (MINAGRI)
and assign it with the main task of monitoring and managing cooperatives;

Creating cooperative schools for training officers responsible for boosting the cooperative
movement;

Creating the National Fund for Rural Development (FONADER) to provide credit to farmers. This
structure will disappear in the 80s, with results described as “mixed”.

The establishment, by Decree No. 74/874 of 29 October 1974, of integrated projects such as
Integrated Priority Action Zones in the east and central parts of the country to improve the marketing
of agricultural products (coffee in particular) and boost the region’s economic development;

The establishment of the National Cocoa Development Company (SODECAOQ) by Decree No. 74/83
of 2 February 1974, with the main objective to promote cocoa cultivation in central and southern
parts of the country.

Creating in September 1976 the National Marketing Commodities Agency (ONCPC). This new
structure supported activities of the various stabilization funds by product and the “Produce
Marketing Board”. ONCPB was then responsible for regulating the purchase price of commodities
from farmers, ensuring compensation between the guaranteed producer prices and export sales
prices, organizing and monitoring domestic and international marketing, representing producers
and defending the image of the product internationally. ONCPB had a virtual monopoly on cocoa
and coffee exports and provided funding for all research, extension, production, information, etc.,
through development companies, projects, media and cooperatives.
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B. The beginning of the economic crisis period (1986-1990)

Starting in 1985, Cameroon’s economy went into recession, following the sharp decline in export
earnings (falling prices of major commodities namely cocoa and coffee and falling oil revenues).
Between 1985 and 1995, GDP reduced drastically by 6.3 percent per year. This resulted in an imbalance
of macroeconomic accounts and, more importantly, a deficit in public finances. During 1987-1988,
the state’s main instrument for managing export sectors, ONCPB, recorded a deficit of nearly 30 billion
XAF. The assessment conducted in 1988 on two decades of state intervention highlighted the following
weaknesses:

- The gap between agricultural research outcomes and farmers’ concerns. Results remained inaccessible
to users because there was little or no connection between research and extension services; moreover
research topics were inadequate to meet farmers’ real needs.

- Inefficient production management and monitoring and food products seeds distribution was due to
MIDEVIV's poor performance; this public institution had the monopoly on this activity (excessively high
operating costs).

- Fertilizer subsidies for small producers that represented around 60 percent of domestic consumption
had excessively high costs (7.5 billion XAF per year), and were coupled with a cumbersome distribu-
tion system (delivery delays to producers); pesticides (insecticides and fungicides) for cocoa, coffee and
cereals costs were on the same line (8 billion XAF per year).

- The Agricultural Credit Policy failed. The main credit instrument, FONADER, found itself deprived of
financial resources due to inadequate guarantee systems and approximately 70 percent outstanding
payments.

- Training and monitoring of producers through development companies were inefficient and excessively
costly.

- Aging farmers, caused by rural exodus and the rapid growth of the urban population.

- The administrative management of agricultural cooperatives by state agents failed (lack of contact
with people on the ground, producers did not take ownership of their tools, financial mismanagement
and very strong government interventionism).

To cope with this situation, the Cameroon government decided to implement measures that reflected
Structural Adjustment Programs (SAPs) agreed with the Bretton Woods Institutions. The economic
policy process focused on redefining the development strategy, especially the role of the state in the
economic sphere. This gave rise to a liberalized environment, characterized by non-tariff barriers being
gradually reduced, restructuring or privatizing / liquidating most production and commercialization
enterprises, deregulating prices, and making actors, including professional and interprofessional
organizations, accountable. In this particular context, a national seminar on cooperatives was held
in Yaoundé in 1988 during which the crisis of the system was acknowledged and the groundwork
for cooperative reform was laid out. This brought about in the enactment of the Law on Freedom of
Association in 1990. This law was then supplemented in 1992 by the law on common initiative groups
and cooperatives.

Overall, state measures showed a strong political will to strengthen agriculture as the key driver of
economic and social development, given its significant contribution to the economy (export crops alone
account for 50 percent of foreign exchange earnings) and the need to maintain food self-sufficiency.
Nevertheless, production potential remained underutilized and food crop shares on the exports market
remained insignificant. It was therefore necessary for the government to move towards an agricultural
policy adapted to the requirements of competitiveness and to adapt to external shocks on commodities.
This is what justified the development and implementation of the New Agricultural Policy (NAP).



Chapter 4. The case of Cameroon

129

Box 2. Promoting diversification of farmer organizations and food crops

Starting in 1985, Cameroon’s economy went into recession following the sharp decline in export
earnings (falling prices of major commodities, namely cocoa and coffee and falling oil revenues).
Between 1985 and 1995, GDP fell by 6.3 percent a year, which resulted in macroeconomic accounts
being unbalanced and, in particular, a fiscal deficit. During the 1987-1988, ONCPB had a deficit of
nearly 30 billion XAF.

To cope with this situation, the Cameroon government requested the support of Bretton Woods
international financial institutions and finalized SAPs. These adjustment plans allowed a redefinition of
the development strategy, particularly the role of the state in the economic sphere. This gave rise to a
liberalized environment, characterized by non-tariff barriers being gradually reduced, privatizing most
production and commercial enterprises and deregulating prices.

Concerning the management of commaodity sectors, the SAP indicated that from 1991, “ONCPB’s role will be
redefined to allow the private sector to gradually take over the internal and external marketing of export crops.”

Regarding other food sectors, falling prices of coffee and cocoa helped to reconsider their place in the
household economy. The development of short-cycle crops (such as maize and vegetable products)
gained importance. Some young high school and university graduates migrated back to certain
production areas (Foumbot, Lékié, etc.).

In addition, liberalization options highlighted the place and role that farmer organizations and the
private sector were to play in managing agricultural sectors. Thus, in 1988, a national seminar on
cooperatives was held in Yaoundé during which the crisis of the system was acknowledged and the
groundwork for cooperative reform was laid out. This brought about the enactment of the 1990 and
1992 laws on freedom of association, cooperatives and Common Initiative Groups.

C. The New Agricultural Policy (1990-1998)

The guidelines of this policy focused on implementing deregulation and privatization measures to
streamline resources, finding more efficient management practices and privatizing the capital management
of parastatal enterprises. The operating mode was to empower more farmers to diversify agricultural
production, enhance production potential and existing market opportunities and protect domestic
production. Five priorities were identified:

1.

u M W IN

Modernize the production apparatus;
Food safety management;

Promote and diversify exports;

Develop agricultural products processing;
Balance supply chains.

For this policy, the following main results may be identified:
Implementation of the new laws of 1992 and 93 of the associative movement which allowed the

v

v

revitalization of grassroots associations in the agricultural sector

Promoting interprofessional organizations such as Rhorticam (horticultural sectors) and the CICC
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(cocoa and coffee sectors) that have become important partners in developing these sectors
Implementation of a new approach to agricultural extension that combines research, extension and
other stakeholders from the agricultural sector

Various reforms in trade liberalization of agricultural products and inputs allowing for greater
transparency in transactions and better income distribution to producers

Various projects supporting the strengthening of farmer organizations and improving food security,
particularly in the most affected areas of northern regions

Successful restructuring of certain public enterprises, which helped initiate a recovery of investment
in certain sectors (banana, cotton, rubber and oil palm)

Developing decentralized micro financing systems, which initiated a new approach to funding social
and economic needs in rural areas.

Allthese measures, coupled with the devaluation of the XAF in 1994, led to the improved competitiveness
of domestic products and to a significant growth recovery in certain sectors such as cotton, cocoa,
banana, rubber, maize, fruits and vegetables. However, the results were below expectations for most
food products because of the malfunction of internal markets, which affected domestic products’
competitiveness. Other constraints identified were:

v

Weak domestic and foreign private investment in the agricultural sector due to the lack of a financial
market suitable for the sector, the liquidation of the Agricultural Credit Bank and the closing of its
branches (and interest-subsidy funds for example).

The lack of an institutional framework adapted to the new sector development policy context (public
service reform, promoting private and associative services capable of more effectively undertaking
interventions previously run by the state, weak operational capacity of producer organizations.
The backlog in restructuring certain parastatals, which affected the mobilization of investment and
growth prospects in the short term of some key production chains such as palm oil, rice and sugar.
Small traditional farms’ insufficient productivity, compounded in some areas by structural aging: no
renewal of plantations, youth emigration, fertility decrease, etc.

This has highlighted farmers’ precarious living conditions and the uncertainty of their farming systems,
resulting in government tackling the “new challenges” that the agricultural sector should now strive
to meet.
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Box 3. Promotion of the cassava sector

The new Agricultural Policy provides specific guidance for the roots and tubers sector in the general

framework of the starches development policy. This policy is to strengthen the position of carbohydrates

in the population’s diet as part of fresh and processed products in order to reduce the share of food

imports and improve food security. The intervention strategy on the sector focuses on:

v Providing support for production and field quality improvement (outreach of improved planting
material and crop management sequences);

v Promoting small-scale processing (food hygiene and productivity), as well as Micro, Small and
Medium Enterprises (SMEs) for processing or export;

v Providing support to marketing to ensure cities have a steady food supply and stabilize prices.

In this context, government decided to set up a specific program on the sector because of its social
and economic importance and the fact that the many initiatives already underway were struggling to
provide meaningful results as they failed to take into account the sector’s functions (Pouma cassava
processing plant in the Central Region, Cassava chips production in Obala and Cassava Transformation
Experimentation Centre in Yoke to the southwest). Thus the National Program for the Development of
Roots and Tubers (PNDRT) was established and mobilized financing from IFAD in 2004.

Since its inception in 2005 to date, this program has brought about a significant overall increase in roots and
tubers production with 214 percent for cassava (from 15 tonnes / hectare to 25 tonnes), 187 percent for yam
and 325 percent for potato (PNDRT Report, 2010). However, issues related to organizing stakeholders and
markets and the low level of processing still need to be addressed to enable an impact at household level
through better sharing of the added value generated and reducing transaction costs.

D. Agricultural Policy and the Rural Sector Development Strategy since 1999

The new challenges are:

v
v

v

Consolidating the agricultural sector as an engine of economic and social development of the country;
Promoting professional and inter-professional organizations for the various economic operators, as
they should be the main actors in agricultural development;

Improving the population’s food security through increased production and total income.

On a practical level, the strategic options are:

Modernizing farms to improve access to inputs, land, more efficient techniques and financing;
Increasing farm income by improving productivity and developing business opportunities to ensure
that domestic agricultural products competitive to keep inflation of consumer food products prices
down;

Strengthening food security in areas of high population density and fragile ecology through
integrated development programs;

Promoting the rational and sustainable use of natural resources, while ensuring compatibility
between the various social, economic, technical and environmental constraints;

Defining and implementing an incentive framework specifically for small and medium agricultural
production and processing enterprises to increase the mobilization of domestic private investment
in a competitive modern production sector, that creates jobs;
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Consolidating the organization and development of production sectors focused on exports and industrial
processing because of their social and economic development importance in various regions of the country,
and in particular quickly completing recapitalization of agro-industrial companies under rehabilitation;
Developing regional and sub-regional market access that presents significant prospects and opportunities
for a wide range of domestic products;

Consolidating professional and inter-professional organizations to develop new partnerships in managing
the sector;

Completing the withdrawal of public services from activities that fall within the competitive field. Adapting
these activities to the agricultural policy’s new objectives and to their core tasks;

Consolidating the rule of law in commercial and financial fields, pursuing ongoing reforms, strengthening
their application and providing flexible and effective management of procedures to create a more
favorable environment for the development of national and foreign investment in the agricultural sector;
Directing public investment to support existing autonomous production dynamics to increase their
efficiency and their induced effects, and for structural actions such as strengthening farmer organizations,
developing micro-finance systems, rehabilitating rural roads and participatory management of grassroots
socio-economic infrastructure.

Surveys conducted in 2000 with farmers on developing the rural sector development strategy classified sector
liberalization as the main cause of their difficulties. Adverse effects reported are:

v

v
v
v

Lack of support for producers,

Rising input prices,

The fall of the purchase price paid to producers and
Lack of funding.

In 2003, the government of Cameroon developed a rural sector development strategy document. Thus,
current agricultural policies mainly aim to reach production goals as defined in this strategy document and
presented in the table below:

Table 3. Agricultural Production Objectives in Cameroon in 2015

Production (thousands of t) Annual Growth (%)
Cereals 1341 1686 2345 3294 5.9 6.8 7.0
R&T 3517 3836 4916 6319 2.2 5.1 5.2
Pulses 263 300 402 538 34 6.0 6.0
Oil seeds 209 239 321 430 3.4 6.1 6.0
Vegetables 1278 1405 1837 2 400 2.4 5.5 5.5
Fruits 2019 2 282 3 067 4 076 3.1 6.1 5.9
Palm oil 140 177 248 350 6.1 7.0 7.1
Cocoa 123 140 188 280 B 6.1 8.3
Arabica coffee 10 10 13 15 0.0 54 2.9
Robusta coffee 50 50 72 93 0.0 7.6 5.3
Cotton 220 270 330 400 5.3 4.1 4.0

Source: SDSR
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The official intervention of the state is organized around seven strategic pillars:
Sustainably develop production and supply of agricultural products;
Sustainably manage natural resources;

Promote local and community development;

Develop appropriate funding mechanisms;

Develop employment and vocational training in agriculture;

Manage food insecurity risks;

Develop the institutional framework.

C € K K K K XK

This strategy document is currently being revised to be consistent with the Strategy Document for
Growth and Jobs, which is the national framework for economic and social development. It remains the
most relevant basis of analysis to assess the government’s actions and how they contribute allieviating
the greatest constraints in the agricultural sector such as capitalization, access to means of production
and marketing products at profitable prices.

3.2 Support measures for agricultural commodities in Cameroon
A. The gap between food crop production and the population growth rate

After reaching a peak of 5.9 percent in 2007, the primary sector growth rate fell to 2.7 percent in 2009.
The population growth rate (3.4 percent) is higher than the food production growth rate (2.8 percent).
Following the food crisis that was the cause of the February 2008 riots, the government proposed an
emergency plan to boost agricultural production in consumer products: maize, rice, cassava, potato,
oil palm and plantain. Accompanying measures focused on making seeds and seedlings available to
farmers, supporting product marketing and warehouse and storage construction.

In 2009, the agricultural sub-sector accounted for approximately 75.6 percent of the primary sector
with food crops making up 68.8 percent and export products 6.8. The food products market, however,
continues to show pressure on prices. The food price index rose by 13.6 percent in 2009 as opposed to
6.3 percent in 2008. This is due to the high cost of transport (bad roads) and the demand pressure from
neighboring countries (Gabon, Central African Republic, Equatorial Guinea).

Cameroon still remains dependent on maize imports with 427 288 tonnes in 2009 against 470 947
tonnes in 2007 and 429 864 tons in 2006, representing a total budget of 87 billion XAF. Cassava,
plantain and maize production has increased significantly since 2005, following the implementation
of specific support programs; however the quantity of main food products remained almost stagnant
while the 19 million-strong current population continues to grow rapidly.->

> The growth rate in 2010 was 2.6 percent.
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Table 4. Evolution of main staple foods production (tonnes)

Dessert Plantain Cassava Cocoyam Yam  Groundnut Rice Sorghum  Maize Potato

Banana /Taro
1991/1992 622235 958641 1.611.911 747228 120417 121.117 16.972  350.000 516.224 37416
1992/1993 634520 1.035.427 1.675.223 547.642 116.000 102.070 16.786  408.681 507.687  44.502
1993/1994 642330 1.120.351 1.648338 431315 108.315 99.346 24516 281337 618000 38.114
1994/1995 651.285 1.211.158 1.760.800 735228  120.230 117.613 24508 325350  750.000  41.327
1995/1996 651.285 1.250.200 1.780.500 760.000  120.230 117.613 24500 350.000 750.000  35.000
1996/1997 640.331 1.115.155 1.689.354 642283 117.038 21456 343.074 628382 39271.8
1997/1998 512265 892.124 1.773.822 513.826  122.890 22643 240.152  502.706  49089.8
1998/1999 729514 1.331.813 2814661 540888 393567 210503 73283 270253 854577 220542
1999/2000 1.780.783 1.894.132 1.038.673 261.650 184.361 67470 331574 584999 126.090
2000/2001 645746 1.199.820 1.960.503 1.056.294 268387  203.587  42.065 511.780 813461 133.407
2001/2002 692886 1.237.014 2.003.634 1.079.533 274.292 210.712 44546 541975 861456  136.342
2002/2003 743466 1275362 2.047.714 1.103282 280326 218087  47.175 573951 912281 139.341
2003/2004 797739 1314898 2.092.763 1.127.555 286494 225720 49958 607.814  966.106 142.407
2004/2005 929950 2.012.548 2.393.801 1.352.693 343270 346448 58369 828832 1.050396 133.811
2005/2006 969967 2.175434 2652.176 1375386 366.808  414.046 64525 917.107 1.249.489 142.118
2006/2007 1024004 2.338.036 2.767455 1428568 383212  449.123 68267 976222 1.322.160 143.568
2007/2008 1078041 2.500.639 2.882.734 1.481.750 399.615  484.199  72.009 1.006478 1.394.832 145.018

Source: SDSR

In Cameroon, support policies mainly concern the measures in the WTO green box, namely:
v Subsidies for the purchase of inputs or investment for small farmers with low incomes
Credit subsidies to agriculture (loan guarantees)

Funding for community infrastructure (irrigation, drainage, storage)

Extension and agricultural education funding

Funding for research

Funding for plant protection services

Defining standards and regulations

Establish food security stocks (Cereals Office, etc.)

Address non-tariff barriers and conguer new markets

C € K CCKC KK

B. Dealing with non-tariff barriers

Regarding cereal imports, Cameroon is still very dependent on wheat flour that benefits from preferential
tariffs and pressure from powerful flour mill lobbies. Maize imports receive the same treatment, which
undoubtedly affects the competitiveness of locally produced maize. Studies have recently been conducted
on the possibility of establishing a policy to incorporate potato or cassava flour (5-10 percent) in bread
manufacturing. Preliminary results show that mills are opposing this and argue that (i) regular supply cannot
be assured and (i) the need to subsidize new investment in equipment that would have to be put in place.
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Some vegetable crops such as tomatoes and substitute products such as soy oil versus palm oil also
face competition from imports.

In general, despite the implementation of policies aimed at reducing tariffs on raw materials and
inputs, certain transaction costs (transport and distribution in particular) do not allow farmers to earn
sufficient income from their products.

C. A production environment still offering too few incentives

A quick analysis of the new agricultural policy’s implementation in Cameroon shows that the agricultural
commodities sector remains very fragile and has few incentives. The hunger riots that took place in
2008 are quite revealing of the situation. Some constraints are recurrent and include:

1. Agriculture development is based on factors of production that have low productivity (especially
labor and capital). Food crop production outside of vegetable products is characterized by traditional
extensive or semi-intensive systems using little or no input coupled to an aging workforce that
invests little in factors of production;

2. The absence of a specialized financing structure for investment in agricultural activities (agricultural
bank) and the lack of support from the state to the agricultural private sector to take over
agricultural development. The private sector generally considers that agriculture can provide business
opportunities. However, interested developers are faced with no existing credible expertise structure,
capable of advising and assisting them in developing their projects and implementing their business
plans (technical consulting, land tenure security, fundraising and risk management, etc.). Under the
new organizational structure of the Ministry of Agriculture and Rural Development in place since
2005, two sub-directorates have been created, one in charge of small and medium-sized farms
and the other to promote private enterprises. The conventional and administrative operation of
these structures, coupled with the lack of financial resources and specialized and qualified staff,
precludes them from providing the advice and support needed by the private sector. Moreover,
capital is a major constraint for the development of agricultural production. Weakly capitalized small
farms provide most of the food production (about 90 percent). Credit access conditions for these
producers are almost impossible to meet. Microfinance institutions, which are at times presented as
the solution to local credit, impose conditions beyond the reach of small producers.

3. The almost total absence of infrastructure for transport, storage, processing and marketing has
resulted in an imbalance in distribution of the added value generated at the expense of producers.

4. Development of producer organizations poorly integrated into value chains despite the state’s willingness
to promote relations of a “new type” between the government and the peasants by “empowering”
farmers through strengthening the cooperative movement.

5. Theexistence of amultitude of projects and programs whose activities are at times poorly coordinated.
Beyond references made in public policy documents (the Growth and Employment Strategy Paper
and the Rural Sector Development Strategy Paper) there is little steering of development partners for
concerted action. Interventions are dispersed (sprinkling), and duplicated as a result of insufficient
consultation between administrations involved in implementing programs and projects, the inability
of policymakers to contain political pressures (territorial coverage management) and the willingness
of development partners to project their own image. Thus, in most cases, the measures put in
place regarding subsidy strategies for certain inputs (fertilizer, seed, pesticides) do not comprise a
sustainable development dimension. This raises the problem of monitoring development outcomes
of interventions and their sustainability (ownership by the beneficiaries).
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6. Thelack of acomprehensive framework to manage all operations in order to capitalize on achievements
and to report on the sector’s progress. Work is underway to establish a sectoral program® that aims to
be the sectorial strategy’s framework for programming and monitoring and evaluation.

Table 5. MINADER Programs and projects involved in supporting food chains

Project / program name

Focus of intervention

Areas of
intervention

(0]4,1-1¢
observations

1. National Agricultural ¢ Improved technical assistance scheme to producers Country wide Initially funded
Extension and Agricultural ¢ Developing farms’ potential and production by the World
Research Program (PNVRA). e Conservation management of natural resources and Bank and IFAD,
Target / beneficiaries: protection of the environment the program is

e Grassroots Producer currently funded
Organizations from internal

e Socio-professional resources (BIP
Associations of Producers HIPC)

2. Competitiveness of Capacity building of secondary and tertiary level professional ~ Northern, Ongoing
Agricultural Operations organizations to improve the services provided to EFA Adamawa, program
Improvement Program Financing of producers’ productive projects and their South, financed by AFD
(ACEFA). organizations to increase the capacity of family farms Southwest / C2D resources
Target / beneficiaries: Establishing an advisory support mechanism co-managed and West
The EFA members of by the state and the profession Regions
producer groups, producer
groups and professional agri-
cultural organizations of the
second and third levels (CIG
unions, Cooperatives and
Cooperative Unions)

3. Grassfield Participatory and Agricultural Development North-West Ongoing project
Decentralized Development Capacity building for decentralized MINADER services, Region funded by the
Project (GP-DERUDEP). municipalities and agricultural socio-professional organi- AfDB
Target / beneficiaries: zations in community development
Smallholders Support for the rehabilitation of rural roads

4. Rural Development Project Agricultural and rural infrastructure Department Financed by
in the Region of Mount Animation / Awareness, training and support to benefi-  of Noun, the Islamic
Mbappit. ciaries of agricultural extension Western Development
Target / beneficiaries: Acquisition of agricultural inputs and equipment; Region Bank
Rural people / farmers Management and monitoring / evaluation of the project

5. Rumpi Area Participatory Capacity building of stakeholders South West Project funded
Development Project. Improved agricultural production and productivity regions by the AfDB

Target / beneficiaries:
Rural populations in the
South West

Improved market access and support to local develop-
ment initiatives.

6 Livestock Agriculture Sectoral Program (LASP).
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Table 5. MINADER Programs and projects involved in supporting food chains (Cont.)

Project / program name

Focus of intervention

Areas of Other
intervention observations

6. Plantain Sector Re-launch
Program (CSRP)
Target / beneficiaries:

¢ Individual or organized (CIG)
producers of plantains

¢ Individual or organized (CIG)
nurseries specializing in of
plantain plant production

e Small-scale plantain processors

e Small plantain traders

¢ Cover the plantain shortfall at national and sub-regional
level

e Establish a network of professional nurseries

e Support for farmers interested in establishing a planta-
tion of 0.5 to 1 ha.

Adamawa and  Ongoing HIPC
7 southern funding
regions of

Cameroon

7. National Program for Food
Security (NPFS)
Target / beneficiaries:

e Small farmers and their orga-
nizations

e Local decentralized authorities

® NGO partners

¢ Optimum use of natural resource base

¢ Crop Intensification

¢ Diversification of production systems

¢ Processing and marketing of products

e Nutrition

¢ Monitoring, warning and crisis response mechanism

Countrywide Initial funding
FAO and BIP
MINADER

8. Grassroots Poverty Reduction
Sub-Program (SPRPB)
Target / beneficiaries:

e Small farmers and their
organizations

¢ Training in the development of projects

¢ Financial support for the implementation of beneficiaries’
eligible micro-projects

e Training of producer organizations in project management

Countrywide ~ UNDP

9. Maize Sector National

e Training of multipliers of improved maize seed varieties

Countrywide ~ Ongoing HIPC

Support Program (PNAFM) e Support producers’ micro projects funding
Target / beneficiaries: e Strengthening producers’ capacity

e Small maize producers and e Structuring and organizing value chain stakeholders
their organizations (researchers, seed multipliers, seed conditioners maize

¢ Multipliers of improved producers, input suppliers, traders, transport operators, etc.)
maize seed varieties

¢ Medium and large maize
farms but only in terms of
equipment (support for
mechanization)

10. Roots and Tubers e Strengthening the capacity of roots and tubers producers  Far North, Ongoing
Development Program ¢ Improved access for producer organizations to local, Adamawa, project
Target / beneficiaries: sub-regional and national marketing circuits for roots and 7 financed by

e Farmers and tubers southern IFAD

e Farmer organizations

e Sustainable improvemet of processors’ access to appro-
priate post-harvest and processing technology

¢ Contribution to the sustainable intensification of roots
and tubers production through the use of improved
technologies

regions
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Table 5. MINADER Programs and projects involved in supporting food chains (Cont.)

Project / program name Focus of intervention Areas of Other
intervention  observations

11. Relaunching rice production Structuring rice producers SEMRY Area/  HIPC funding
in the Logone Valley. Establish a fertilizer revolving fund Far North

12. Project against the major Strengthening producers’ organizational capacities (inte- Countrywide  HIPC funding
scourges of food production vention village brigades: phytosanitary advisers, support for
Target / beneficiaries: equipment and treatment products, training)

e Food producers Strengthening the operational capacity of the air way treat-

¢ Producer organizations ment unit

e MINADER plant bases

13. Lowland development Grant, first to acquire pumps and piping and secondly Countrywide  HIPC funding
program for site development
Target / beneficiaries:

e Producer organizations

14. Project to support the inte- Support projects for young farmers on their own estates Countrywide HIPC funding
gration of young farmers Setting up young farmers in agricultural development
Target / beneficiaries: centers (sites developed by the state)

* Young farmers (18-40 years) Support implementing young farmers agricultural project

15. Revitalizing the potato Production support; Potato HIPC funding
sector project Support for processing and marketing ecological zone
Target / beneficiaries: (West and

¢ Young farmers (18-40 years) North Wes

16. Agricultural Value Chain Increase rice and onion production Far North, With funding
Development Support Improve the storage, processing and marketing of North, West ~ from IFAD this
Program (PADFA) targeted products and North project was
Target / beneficiaries: Strengthen the technical and organizational capacity of West scheduled to

e Producer Organizations

rice and onion farmers

start in August
2011

Source: Survey data compiled by the author.

3.3 Specific government actions in support of food chains in Cameroon

A. Developing production and supply of agricultural products

The main actions of the state consisted in:
(i) Establishing and continuing projects and programs to support strategic sectors;
(i) Signing agreements with domestic and foreign operators for strategic crop intensification;
(iii) Improving product promotion and implementing incentives through the organization of small knowledge
exchange groups and agricultural fairs at regional and national levels;
(iv) Support to modernize production through the development of mechanization;
(v) Rehabilitate national seed farms;
(vi) Following instructions by the Head of State, commit to enact a land reform that ensures land
availability to develop a second generation agriculture.
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Support programs to strategic sectors began with the National Program for the Development of Roots
and Tubers funded by IFAD, to which were added the projects financed by HIPC resources. All these
instruments that addressed the sector in an integrated manner have mostly had results in terms of
production. Cross-cutting and / or participatory regional programs complemented the activities of these
programs. However, the assessment at the national meeting organized in Ebolowa from 17 to 22
January 2011 remained mixed.

Rehabilitation of seed farms was undertaken in the framework of the “emergency aid” program,
implemented from 2008 on, following riots. It firstly ensures the production of sensitive crops (rice, maize,
plantain and cassava). A budget of 5 billion XAF was granted for this purpose. This program helped
equip producers of these sectors in agricultural inputs (seeds and seedlings, fertilizers and pesticides) and
agricultural equipment. The program also organized regional fairs with the state subsidized the transport
of producers and their products to supply large cities during the holiday season with food, promote
consumption and rehabilitate farms. The rehabilitation program included the renovation of buildings and
production equipment, securing land and boosting seed production in specialized farms. Currently, 38
farms have been identified and 10 of them have been rehabilitated and are productive again.

Some sectors show deficits that are so large that the country has to rely on imports. This is the case for the
rice and maize sectors for which the state has opted to sign framework agreements making it easier for
domestic or foreign private investors to ensure intensive production of these crops to reduce their deficits.
An agreement was signed with Chinese investors for rice production on nearly 6 000 ha in Nanga Eboko, a
similar agreement was signed with Italy for a concession on 2 000 ha in the northern region. Two domestic
investors have been set up in the Adamawa region to each cultivate 1 000 ha of maize.

The government is currently undertaking a major land reform, with the aim of ensuring land availability
for large farms (second generation agriculture), which was selected as an option in the GESP. This option
implies a necessary modernization of the means of production and therefore increased mechanization.
In terms of mechanization, the state is intervening by restructuring the National Centre for Agricultural
Machinery, and having the Ebolowa tractor assembly plant start production was due to start around
this time.

Organizing the Ebolowa agropastoral association has relaunched the promotion of agriculture and this
foreshadows the return of associations as perennial frameworks that promote, develop and evaluate
agricultural activities.

B. Local and Community Development

The state now intervenes in the context of decentralization. To take this inevitable option into account,
the State has sought to:

(i) implement regional and participatory programs;

(i) build basic infrastructure;

(iii) support self-management initiatives in rural communities.

Programs which support decentralization (GRASSFIELD, RUMPI, PARFAR, PADC projects), plus the rural
development projects financed by the EU especially in the East, the Far North and in the Northwest,
mainly contribute to building basic rural infrastructure namely: warehouses, water points, community
houses, playgrounds, irrigation schemes, water crossings, critical points, feeder roads and education
and health facilities.
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These programs also support self-management initiatives in rural communities, including developing
local development plans, establishing local governance structures and the promoting income generating
activities for the benefit of vulnerable groups, particularly women and youth.

C. Developing appropriate financing mechanisms

The state’s actions in this area have entailed:

(i) Improving budgetary resources for rural production administrations;

(i) Establishing the Cocoa and Coffee Development Fund (FODECC) to finance the coffee and cocoa sectors;

(iii) Following instructions by the Head of State, immediately creating an agricultural bank and a SME bank
with public funding;

(iv) Taking into account financial constraints in implementing activities of various projects and programs;

(v) Setting up a new project to support rural microfinance financed by IFAD.

In terms of funding, the renewed interest by government in agriculture is to be noted. Since 2007, there
has been a significant increase in the budget of the Ministry of Agriculture, as shown in the following table:

Table 6. Evolution of the MINADER budget from 2007 to 2011

Year Amount in XAF million

2007 40 129
2008 45930
2009 55 251
2010 60 342
2011 72 000

Source: DRFP-MINADER

These additional financial resources allocated to rural public services have made it possible to subsidize
the main sectors. In this context, aid was granted to organizations such as SEMRY, UNVDA, SODECOTON,
SODECAOQO, MIDENO, SOWEDA, UCCAO and NWCA to support production in their respective territories
and areas. The state also grants subsidies to small producers organized in CIGs to ensure the development
of their activities.

The renewed interest in agriculture can also be confirmed by the return of key donors including: the
World Bank (PACA funding of nearly 30 billion XAF), the European Union, AFD through the Contracts
for Debt Relief and Development Agreement (C2D), where agriculture is chosen as the focal sector of
the second C2D. IFAD, AfDB and many other donors are also contributing significantly.

As funding is considered a major constraint, most projects take this into account and offer financial
support in the form of equipment, inputs, small equipment and / or direct financing micro-projects.
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D. Developing employment and vocational training

The state has taken into account human capital in the development of agricultural production. If staff

training is the responsibility of universities, the emergence of rural professions necessary to create jobs

could not be accomplished without renovating agricultural training. For this, the state has:

(i) set up the AFOP Program, whose purpose is to renovate the agricultural and professional training
framework, under the C2D;

(i) taken initiatives to help young farmers start their farming activities.

Renovating the agricultural and professional training framework consists firstly in training and / or
retraining of trainers, establishing training programs and professional standard references, and secondly
in rehabilitating and building agricultural training and professional infrastructure and providing support
for students and graduates to enter the workforce.

Initiatives to help young farmers start their farming activities are primarily under the Support Program
for Young Farmers' Installation (PAIJA). Some youth are installed in areas managed by the state while
others have set up their activities on their own land. Today the project has 6 sites comprising 450 ha
with 160 young farmers.

E. Sustainable management of natural resources

The main state’s actions have entailed:

(i) Setting up a program of soil conservation in cotton growing areas;
(i) Taking into account the environment in production development;
(iii) Strengthening registration of agricultural pesticides and pest control;
(iv) Establishing in the near future a testing and diagnosis laboratory.

The ESA project (Water-Ground-Tree) funded by the C2D is located in the cotton area where land
degradation has become acute. Generally, the State encourages abandoning slash-and-burn farming
(with a three-year rotation) where the soil conservation period is three years in favor of intensive cultivation
with a conservation horizon of ten years. Some agro-industries (SOSUCAM), faced with declining yields,
are already thinking about sustainable farming techniques that could ensure soil conservation for 25 years.

Legislation now requires that an environmental impact study precede implementing major projects.
Pesticide registration avoids the use of pesticides with strong residues, which is favorable in view of the
advent of the EPA where quality control is of great interest.

F. Action on food insecurity risks

The state’s intervention on managing food insecurity risks has focused on the following actions:
(i) Extend the Grain Office to the whole country;

(i) Establish a structure to ensure consumer goods supply (MIRAP);
(iii) Relaunch the National Food Security Program (NFSP),
(

iv) Intensify the fight against the major food scourges.

The Grain Office was initially limited to northern parts of the country and built warehouses to store
products which supply people in lean periods. Subsequently, activities have evolved to now take into
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account the construction of village granaries to help the villagers to manage their own stocks and be
less dependent on food aid. This initiative, with positive results in the northern part of the country, will
now extend to the south.

Food insecurity and, more generally, the issue of supply, especially in large urban centers, can now
threaten civil peace. This is taken taken seriously since the 2008 riots during which human and material
damage were extensive. This is why the President has created MIRAP to ensure the supply of consumer
goods. The purpose of this structure is to provide opportunities for domestic production, especially for
agricultural production by purchasing products, or in case of production shortfall, resort to imports.
This structure could bring about an improvement in the imbalence between domestic production and
consumption.

Relaunching the NFSP is a major state initiative that contributes to managing food insecurity risks. This
program first had a pilot phase in four regions and should now extend over the entire territory with a
significant state financial contribution (50 percent of the program budget). The aim of the program is
to cover areas at risk of food insecurity.

G. Action for the development of the institutional framework

The state has intervened through:

(i) the implementation of the AMO program (support to public work supervision)

(i) giving support to public-private dialogue by establishing consultative frameworks and restructuring
the Chamber of Agriculture, Fisheries, Livestock and Forestry (CAPEF);

(iii) promoting good governance by introducing transparency and cultivating results.

The AMO program has strengthened the administration services involved in the PPBS (Planning-
Programing-Budgeting-Monitoring) chain. This support was made through an instrument known as a
technical contractualised sheet where the relevant administration established an annual program with
specific objectives and results, indicating intervention methods, beneficiaries, the implementation of a
timetable, costs and delivery schedules. Thus, rural sector services have been strongly equipped with
transport, computer hardware and office equipment and other equipment, combined with significant
support to develop their activities.

The support program also focused on renovating the statistics system so that statistical information can
be collected regularly to have reliable data for forecasts on the agricultural sector. Another aspect of
the program focuses on helping decentralized services (regional offices through a program of improving
services that is developed, submitted and approved prior to funding through the AMO program).

The government has also encouraged public-private dialogue by establishing consultative frameworks
between the state and farmer organizations. The restructuring of CAPEF has been finalized with running
offices. The dialogue instruments with the state seem to be ready to operate.
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4. Conclusion

What can be observed today is that the government has clearly expressed its commitment to support
sectors by implementing a number of initiatives intended to boost production, which is commendable.
However, the targeting of interventions by sector and by regional area is not truly respected and there
usually is more of a sprinkle to keep political actors satisfied.

Implemented approaches do not holistically take into account all of the sectors’ functions in the value
chain logic when it would provide solutions and practical support to stakeholders in the context of the
different specific professions, organization and professionalization of the sector.

The processing and marketing chain in this framework is the one that remains the most unsuccessful
and the majority of intervention projects and programs have failed to develop an expertise in this area
to provide the support desired by stakeholders.

Access to financing remains a major constraint to implementing productive investments. The current
practice is simply to encourage microfinance institutions to engage in agricultural financing without giving
them the necessary means of action and adequate training to assess and monitor their clients’ projects.

Given this situation, it is normal to expect that there still is a long way to go to transform staple food
sectors into real economic development, social stability and poverty alleviation instruments.

4.1 Promoting food crops, a necessity for the population’s well-being

Current policies in Central Africa seem to move more towards developing food products as a result of

many factors among which we can mention:

v urbanization, which involves feeding a growing population that can have considerable power to
make demands (riots);

v thesituation in many countries where the primary sector, especially agriculture, due to endowments in
factors of production, is the only competitive sector vis-a-vis the outside world in a globalized world;

v international trade stagnation of certain strategic sectors implying the development of new sectors;

v economic difficulties in countries characterized by low growth, rising unemployment and poverty, a
phenomenon that mainly affects rural areas,

v consideration of environmental risks and the need to ensure better conservation of natural resources.

Policy makers, aware of this situation seem to have developed a new attitude toward agriculture in
general, and especially vis-a-vis food production, taking into account demographic, ecological, economic
and political effects that are linked to it.

This new perspective, favorable to agriculture can be observed from:

- arenewed interest to finance agriculture;

- how crop diversification is considered a strategic option in most countries and / or the need to
promote the development of food crops;

- competitiveness development of sectors including the removal of endogenous and exogenous
constraints to production and marketing;

- the development of downstream activities for the sectors (storage, processing, facilitating access to
markets);
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- improving targeting by considering value chain sectors that can protect the most vulnerable;
- improving the integration of promising sectors in both domestic and regional and international
markets.

4.2 Renewed interest in financing agriculture

Agricultural policies have long been funded by development aid. According to the OECD, between
1973 and 2004, multilateral aid received by Cameroon over thirty years amounted to about 600
billion XAF. However, aid volatility did not favor the development of structural promising actions. Two
periods should be considered: (i) a first period characterized by interventionist donations or bilateral
and multilateral loans directly conditioning the success or failure of projects in a context where local
expertise was relatively low, and (ii) a second period which began in the 80s before the end of five-year
plans, with the project approach as the government was facing a crisis.

It must be recalled that it is in this context that Development Assistance Organizations introduced
consultants who developed most of the old “all-purpose” policies that were recommended to African
states including those of Central Africa (PASA, SRP, PSSA, etc.).

The evaluation of these policies, which were conceived with the MDGs in mind in the structural
adjustment framework, has not been satisfactory. Ultimately, the results, while important in a few
places, proved generally disappointing. Funding was then identified as a major constraint to develop
agriculture in Africa. This is what brought African leaders to adopt the Maputo declaration allocating at
least 10 percent of national budgetary resources to agriculture development.

In the case of Cameroon, there has been a significant improvement of budgetary resources allocated
to agriculture and rural development. More generally, the GESP medium-term expenditure framework
(MTEF) allocates nearly 7 percent of the resources to the development of agriculture as opposed to the
PRSP with only nearly 4 percent.

4.3 Taking into account crop diversification and development

Interest in food crops has increased for economic, social and political reasons. The OECD noted that in
2006 the contribution of agriculture to GDP was around 20 percent in Cameroon. This structural data
are still current and the study shows that the contribution of subsistence farming is higher than export
crops. This is illustrated in the tables and graphs below:

The contribution to growth analysis confirms the privileged position of food crops as shown in the
following table:
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Table 7: GDP Evolution by sector in Cameroon

Historical Estimated
2001 ‘ 2002 ‘ ‘ 2005
GDP at constant price 45 40 4.0 3.7 2.7 3.9
Qil -4.0 4.4 -5.0 -9.3 -9.7 6.2
Non oil 5.5 4.9 4.9 4.9 3.6 3.7
Primary sector 3.7 3.7 3.5 4.4 2.9 3.3
Agricultural 3.7 47 34 43 3.4 4.1
Food Crops 4.6 5.0 3.5 3.4 3.9 4.2
Export Products -2.0 2.8 2.4 10.8 -0.2 3.0
Secondary sector 1.0 0.8 0.5 -0.2 -1.9 3.1
Tertiary sector 85 7.3 7.4 6.6 5.2 52

Source: MINEFI/Economic Affairs Directorate

Table 8: Sectoral contribution to GDP growth, 2001-2006

Historical Estimated
2001 ‘ 2002 ‘ 2003 2004 ‘ 2005 ‘
Primary Sector 0.8 0.7 0.7 0.9 0.6 0.7
Agricultural 0.6 0.7 0.5 0.7 0.5 0.6
Food crops 0.6 0.7 0.5 0.5 0.5 0.6
Export Products 0.0 0.1 0.0 0.2 0.0 0.1
Secondary Sector 0.3 0.2 0.2 -0.1 -0.6 0.9
Tertiary Sector 3.3 2.9 3.1 2.8 2.3 2.3
GDP 4.5 4.0 4.0 3.7 2.7 3.9

Source: MINEFI/Economic Affairs Directorate

This shift in focus, henceforth incorporating food crops is reflected in:

(i) more attention paid to food crops in national economic policies and sectoral policies documents;

(i) implementing sector support projects and programs that provide multifaceted support to producers
to strengthen their capacities and improve their performance;

(iii) strengthening sector competitiveness by removing external constraints to production. This involves
creating basic productive and marketing infrastructure, and strengthening producers’ equipment,
organization and structure;

(iv) the geographic opening of production areas through the implementation of maintenance programs
of dirt and rural roads, developing critical points to facilitate the flow of goods to consumption
centers. At the level of CEMAC, the road construction network will link countries together;
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(v) in some countries, like Cameroon, reforms aimed at facilitating access to land are ongoing;
(vi) agricultural research development now includes topics related to food crop development and the
state invests heavily to support national agricultural extension and advisory services.

4.4 Considering the value chain and support to small producers

The value chain concept increasingly has a central position in agricultural considerations. This approach
guides intervention programs and helps to focus not only on production, but also on the market: before
producing you need to sell. Thus, policy concerns are moving more and more towards sharing the
added value. It is essential to understand price formation, how to improve the efficiency of marketing
channels, how to improve product quality, and the problems of market regulation, etc.

Specific interest is thus given to understanding the behavior of the operators involved in the value
chain by analyzing all of their activities. This leads to a definition of stakeholders’ scope of intervention
to understand their behaviors and strategies. This is a systemic approach as analyzing interactions
between economic agents within the sector and their various functions helps to understand how the
system works. Generally, each economic agent pursues their own goals and develops strategies to
meet their own needs. The behavior of one agent can then slow down the objectives of others. Only
when the system works perfectly can each stakeholder achieve their objectives.

For small producers involved in food sectors, support must incorporate three functions: production,
processing and marketing. Agricultural policies should aim to: (i) remove obstacles faced by
stakeholders, (ii) create an enabling environment conducive to developing private initiatives, (iii) allow
a healthy competition between players (iv) remove obstacles to the proper functioning of the market,
and (v) promote a fair share of the added value generated. In short, in this context the state plays a
regulatory role in the economic environment and anticipates trends that could be detrimental to the
performance of the sector.

In the absence of state regulation, small producers will remain in poverty’s vicious circle. Thus, support
for professional and inter-professional organization and strengthening their capacity for action and
negotiation has emerged as a major public intervention priority.

4.5 Improved marketing and integration into regional and international markets

The state shows a strong interest in trade development. In addition to facilitating the flow of products
from production areas to consumption centers made up by urban areas, the state builds markets,
especially in border areas.

African, Caribbean and Pacific (ACP) countries in general, and those of Central Africa in particular,
are engaged in two parallel negotiating processes that are crucial to agricultural policies and trading:
First, multilateral negotiations under the auspices of the WTO and second, bilateral negotiations with
the European Union Economic Partnership Agreements (EPAs). Both negotiating frameworks are
particularly important, as agriculture is an essential part of ACP economies. However, countries do
not have a homogeneous position due to the relative importance of the agricultural sector in each
economy, and national specificities.
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Agricultural multilateral negotiation stakes nevertheless affect in particular the three pillars of the
Agreement on Agriculture: (i) improving market access by reducing tariff and non-tariff barriers (ii)
discipline on the use of domestic support so that the aid granted to farmers does not lead to distorting
effects on markets and (iii) discipline on export subsidies. Regarding EPA negotiations stakes, they
focus on products that can be excluded from EPA, the implementation timetable, but also on the
development side which is supposed to distinguish an EPA from a free trade agreement (ALE).

The major constraint for countries is that these two processes are not easy to follow because, firstly, they
require significant human capacity, and secondly, the two negotiation processes occur in a context marked
by important changes in the EU’s agricultural and trade policies (reform of the Common Agricultural Policy
- CAP) and also by other bilateral or regional negotiation process involving ACP countries.

The state will have to deal with two major issues: (i) access to markets in the North and the EU
in particular, and (ii) competition from imports from the North on national markets as well as on
the dynamics of regional trade. To this end, the issue of quantitative and qualitative production
development becomes important, given the persistence of non-tariff barriers imposed by the different
legally binding standards in targeted markets. States are now forced to invest in setting up sample and
diagnosis laboratories to ensure quality control of products and adopt stricter pesticide registration and
use, given the maximum residue limit tolerated.
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1. Introduction

During the past decade, economic growth in Africa has been relatively strong overall, with per capita
income growing, on average, by almost 5 percent per year (MAFAP, 2010). Yet the agricultural sector has
not fared as well. Africa has been a net food-importing region; net imports of cereals, in particular, grew
by over 50 percent between 1995 and 2007, from 30 million tonnes to 46 million tonnes (MAFAP, 2010).
Unless fundamental policy changes are made and resources used more effectively, cereal imports could
grow to over 60 million tonnes in the next decade (MAFAP, 2010).

To attain specific development objectives, governments use policies to change the rules governing the
economy as a whole (macro-economic policies), or those governing a particular economic sector (sector
policies), in order to guide and modify the behaviour and decisions of agents operating in the economy.
One way this can be done is by establishing a legal framework (e.g. food quality or safety norms, or
property rights) by which economic agents must abide or run the risk of legal prosecution or fines. Another
approach is institutional reform or providing incentives or disincentives to certain types of behaviour via
price and trade policies, input and output marketing policies, social policies (income transfers, safety nets,
social security schemes) and finance policies.

Public expenditure can be used to make goods and services available to the food and agriculture sector,
to support the implementation of government policies and to facilitate the achievement of development
objectives. This expenditure may include the provision of public goods through public investment in
infrastructure or provide private benefits, such as subsidies or income transfers. The Heads of State of the
African Union have committed to the Maputo Declaration of 2003, stating that they would commit to the
allocate at least 10 percent of their resources to agriculture and rural development policy implementation
within five years. However, this has put the emphasis on the amount of public expenditure going to
agricultural and rural development rather than on its appropriate composition, which is crucial for
attaining policy consistency and efficiency.

To ensure that government actions are consistent and contribute suitably to development objectives, it is
therefore essential that the authorities be fully informed regarding the incentives or disincentives that any
packages of policies they implement may provide to the economy, and regarding the consistency, efficacy
and adequacy of the way in which they spend their public resources.

Some of the key questions that governments need to consider include the following:

e Do the policies in place provide incentives for production, processing and marketing in key food and
agricultural value chains?

e Who, in the most strategic value chains, benefits from the policies in place? (Producers, processors,
traders or consumers?)

¢ Which policies should be changed so that the incentive structure in the food and agriculture sector
is more closely aligned with government objectives?

e |s public expenditure used in a way that addresses the key issues faced by the food and agriculture
sector? (e.g. which is the most efficient way to improve farmer incomes: an input subsidy or
investment in a road?) Is public investment focusing on key investment needs?

e Are policy incentives and public expenditure consistent or do they, in some cases, provide contradictory
signals to the economy, resulting in wastage of precious public resources?

e Are public resources spent efficiently, or is an excessive share used to cover administrative costs?
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Having insights to answer these questions is all the more important as governments are establishing
multiple short-term agricultural and rural policies in many countries of the world as a reaction to the food
crisis of 2008 and the present price surge (see Maetz et al., 2011).

This chapter seeks to provide some answers about the coherence and effects of agricultural policies,
taking the example of Mali and building on the first results of the Monitoring African Food and Agriculture
Policies (MAFAP) project of the United Nations Food and Agriculture Organization (FAO). The MAFAP
project is currently being implemented in ten African countries, working with national institutions to
undertake work based on an innovative methodology that measures the effects of food and agricultural
policies through a two-pronged approach.

First, public expenditures are being examined, including the very nature of activities being implemented and
funded partially or totally through the public budget. This enables a better understanding of the composition
of public expenditure: commodities being supported, type of activities, beneficiaries and so on.

Second, the MAFAP analysis considers the way the government provides incentives and disincentives
through price policies to different agents in the main value chains. To do this, the MAFAP methodology
entails a comparison of reference prices (usually international prices) with observed wholesale and
producer prices to determine whether the value chain actors get the prices they should get, that is
whether observed prices are distorted by agricultural and rural policies.

These two approaches, when combined, offer a rich understanding of the actual effects of agricultural
and rural policies implemented by African governments. This allows decision-makers and development
stakeholders to assess the coherence of these policies and to conclude whether the various policy
measures are consistently implemented and whether they actually reach the stated and/or desired
government objectives.

This chapter will present preliminary results from the MAFAP analysis in Mali for the period 2005-2010.
After a brief review of the food and agricultural context of Mali (Part 1), the paper will provide a full
set of results from the MAFAP public expenditure analysis in the country (Part 2). The methodology for
the incentives/disincentives analysis will then be briefly summarized, followed by aggregated results of
incentives and disincentives received by producers and wholesalers for eight key value chains (millet,
sorghum, maize, rice, cotton, livestock, cow milk and groundnuts), as well as market development gaps
(Part 3). The final part will combine the two approaches to examine Mali's agricultural and rural policy
coherence, taking four products as examples: rice, livestock, sorghum and millet.

2. Context of food security and agriculture in Mali

The Malian agricultural sector is dominated by small family farms (68 percent). The sector grew by 4.9
percent in 2010 (World Bank, 2012), and contributed 37 percent to gross domestic product (GDP) in
2008. However, growth of the agricultural sector is subject to high annual variations and even negative
years, with disparities between different sub-sectors (see Figure 1 and Table 1).

The agricultural trade balance of Mali has been in deficit since 1976 and this period was marked by
continual growth in the value of agricultural imports (except in 2003-2004 and 2006-2007). Grains,
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including rice and wheat, account for 80 to 95 percent of the value of total agricultural imports. Cotton
accounts for 92 to 97 percent of the total agricultural exports, but its value has declined steadily since
2003. The cotton sub-sector has long been characterized by the fact that the value added has been
largely distributed among the various actors of the value chain resulting in interesting spill over effects
in terms of income generation. However, it has been facing a prolonged crisis.

Other sub-sectors show significant potential, including livestock, which could be better structured
to become a huge economic driver in the country. In the vegetable and fruit sub-sectors, crops such
as onions/shallots and mango also offer opportunities for diversification of production. In addition,
good water availability, thanks to the Niger and Senegal rivers, offers the prospect of more intensive
agricultural production. Encouraging progress is already registered for rice and maize, which have
shown yield increases in recent years. These are positive advances towards diversification of agricultural
income which has been heavily based on the cotton sector up to now.

Figure 1. Annual growth in agricultural and total GDP in Mali, in %, 1985-2010

2” 2005 2006 2007 2008 2009 2010

1994 1995 1996 1997 1998 1999 g 2001 2|2 2003

—Agricultural GDP growth ——GDP growth

Source: World Bank, 2012

Table 1. GDP of the primary subsectors in Mali, in % of total primary sector GDP, 2005-2010

2005 2006 2007 2008 2009 2010

Agricultural GDP 58 60 59 64 64 66
Livestock GDP 26 25 26 23 23 22
Forestry GDP 14 13 13 11 11 11
Fishery GDP 2 2 2 2 2 2
Primary sector GDP 100 100 100 100 100 100

Source: INSTAT, 2011

Most agricultural value chains, however, encounter significant obstacles to investment, production,
processing and marketing. The state has an important role to play, especially in relation to access to
inputs that are seldom used — e.g. 3.04 kg fertilizer/ha cultivated (World Bank, 2012) — and often
difficult to obtain. The government has been investing heavily in this area through input subsidies,
which have increased steadily since 2008, reaching 36 billion FCFA in 2012 (MAFAP, 2012).
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Transport infrastructure — for example, only 24.5 percent of roads over the country are paved (World
Bank, 2012) — still appears insufficient to enable most small producers to increase their income. Improved
performance of the agricultural sector also requires more capacity building and strengthening of producer
organizations, which still lack resources and skills to support the farmers and develop the sector sufficiently.

The agricultural GDP has been growing mainly through the expansion of cultivated areas, which results
in increased environmental risk, including land degradation, deforestation (6.2 percent between 2005
and 2010), and low resilience to natural disasters (FAO GFRA, 2010).

The dynamic economic growth (approximately 5 percent per year) of the country over the past ten years
is probably related to the high rate of population growth, a staggering 3.6 percent per year between
1998 and 2009 (World Bank, 2012). The average income per capita in purchasing power parity (PPP)
stood at USD1 030 in 2010 (World Bank, 2012). Although the average per capita income almost
doubled and poverty has decreased by 12 percent since 2000, Mali remains one of the world’s poorest
countries, with 43.6 percent of the population living on less than a dollar a day in 2010 (See Table 2).

Table 2. Population living below the national poverty line (USD 0.95) and below USD 1.25/day in Mali, in
%, 2001-2010

2001 2006 2010

Share of population living with less than USD 0.95/day (INSTAT) 55.6 47.4 43.6

Share of population living with less than USD 1.25/day (World Bank) 25.8 18.8 16.4

Source: INSTAT, 2011, cited by Bourdet, Dabitao and Dembele, (2011) and World Bank (2012).
Faced with the reality of a population in precarious living conditions and largely dependent on the growth

of the rural economy, it appears essential for the government to have a solid information base for its policy
choices and directions for the socio-economic development of rural areas and agriculture in particular.

3. An analysis of Mali’s public expenditure: composition and volume

3.1 General trends in public expenditure in support of agriculture in Mali

The total approved budget for the sector increased by 72 percent, in nominal terms, from 2004 to
2010, reaching 198 billion FCFA (Table 3).

Table 3. Total and agricultural expenditure in Mali: budget allocations and actual spending, in %, 2004-2010

2004 2005 2006 2007 2008 2009 2010

billion FCFA
Budget allocation 115.3 141.2 1182 130.2 1342 1432 198.0 72%
Actual spending 726 1171 95.3 96.9 948 117.1 1323 82%

Source: Authors, based on CPS and MEF (2011).
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Total actual spending has grown even more: it increased by 82 percent from 2004 to 2010, reaching 132.3
billion FCFA. In relative terms, however, the agricultural budget allocations have declined from almost 15
percent of total government spending in 2004 to about 12 percent in 2009, while actual spending was at a
similar level of 11 percent in 2004 and 2009 (Figure 2)'.

Figure 2. Agriculture in total government expenditure in Mali: planned and actual spending, 2004-2009 %

%
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Source: Authors, based on CPS and MEF (2011).

Although, in relative terms, the trends show the importance of agriculture in the total government
budget declining slightly, the current level of spending meets the Comprehensive Africa Agriculture
Development Program (CAADP) recommendation of allocating 10 percent of the overall budget to
agriculture and rural development (including national resources and aid), as expressed in the 2003
Maputo Declaration.

3.2 Composition of public expenditure in support of agricultural and food sector in Mali

Data collected at country level allow for a good disaggregation of expenditure, funded from national
resources and foreign aid, which is allocated to the agricultural sector. About 100 projects and
programs were identified and grouped according to the MAFAP classification, as outlined in the project
methodology (MAFAP, 2010). Collected data covered the 2006 to 2010 period. However, for some of
the expenditure, data on policy measures were missing for the most recent year. In such cases, estima-
tion methods were provisionally applied, until the most recent data can be obtained from the country.
The results are shown in Table 4.

Agriculture-specific expenditure accounts, on average, for almost 70 percent of expenditure in support of
food and agriculture development. The level of this expenditure in overall agricultural support increased from
about 60 percent in 2006 to 80 percent in 2010. In terms of the level of spending, the agriculture-specific
expenditure almost doubled over the analysed period, while agriculture-supportive expenditures increased
only slightly (Figure 3).

1At the time this paper was drafted, data on the total government budget were not available for 2010.
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Table 4. Public expenditure in support of food and agriculture in Mali (actual spending) in billion FCFA, 2006-2010

FCFA billion

I. Agriculture-specific policies

2006

2007

2008

2009

2010

1.1. Payments to agents in the agri-food sector 17.8 19.4 17.2 26.3 30.0
1.1.1. Payments to producers 16.6 17.4 15.6 23.9 271
A. Payments based on output 0.0 0.0 0.0 0.0 0.0
B. Input subsidies 16.3 17.0 15.2 235 26.7
B1. variable inputs 0.9 24 1.7 4.5 5.2
B2. capital 15.0 14.5 13.4 19.0 21.2
B3. on-farm services 0.4 0.1 0.1 0.1 0.3
C. Income support 0.3 0.4 0.4 0.4 0.4
D. Other 0.0 0.0 0.0 0.0 0.0
1.1.2. Payments to consumers 0.6 0.9 0.5 0.8 0.7
E. Food aid 0.5 0.7 0.4 0.6 0.6
F. Cash transfers 0.1 0.2 0.1 0.2 0.2
G. School feeding programs 0.0 0.0 0.0 0.0 0.0
H. Other 0.0 0.0 0.0 0.0 0.0
1.1.3. Payments to input suppliers 0.0 0.0 0.0 0.0 0.0
1.1.4. Payments to processors 0.6 1.0 1.1 1.6 2.2
1.1.5. Payments to traders 0.0 0.0 0.0 0.0 0.0
1.1.6. Payments to transporters 0.0 0.0 0.0 0.0 0.0
1.2. General sector support 21.6 25.7 214 44.8 54.2
I. Agricultural research 0.2 0.5 0.6 3.0 3.2
J. Technical assistance 0.1 0.7 0.6 3.2 3.9
K. Training 3.0 4.2 2.5 7.3 9.7
L. Extension 0.1 0.7 0.5 1.1 1.4
M. Inspection (veterinary/plant) 1.7 2.6 2.7 5.2 6.1
N. Infrastructure 1.4 10.6 9.3 14.0 13.2
NT. roads 1.0 2.2 2.2 3.5 3.0
N2. irrigation water 7.7 5.9 5.1 7.7 9.1
N3. other 2.7 2.5 1.9 2.8 1.2
O. Storage/public stockholding 2.8 2.8 2.3 24 2.6
P. Marketing 1.3 33 2.6 7.6 13.1
R. Other 0.9 0.3 0.4 0.9 1.0

Il. Agriculture-supportive policies

S. Rural education 3.2 3.0 2.4 1.8 2.2
T. Rural health 4.8 2.8 2.6 2.5 2.6
U. Rural infrastructure 1.1 9.7 9.0 10.7 15.2
U1. roads 9.4 8.6 8.5 10.4 13.6
U2. water and sanitation 0.7 0.4 0.3 0.2 1.6
U3. energy 0.7 0.6 0.3 0.1 0.1
U4. other 0.3 0.1 0.0 0.0 0.0
V. Other 5.4 9.1 11.0 9.1 12.9

lll. Total expenditure in support of the food and agriculture sector

Source: Authors, based on budgetary data collected by Institut d’Economie Rurale in Mali for the MAFAP project. P - provisional estimate.
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Figure 3. Composition of public expenditure in support of agriculture in Mali, in billion FCFA, 2006-2010
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Source: Authors, based on budgetary data collected by Institute of Rural Economy in Mali for the MAFAP project.

Among agriculture-specific expenditure measures, about 60 percent are in the category of general
sector support (Figure 4). Most of this expenditure falls into the infrastructure category, with the
largest investments in irrigation/water and feeder roads. Other significant expenditure supports
training, inspection, storage (including investments in related infrastructure) and marketing (including
investments in construction of markets). These expenditure shares did not change significantly
throughout the analysed period. Agricultural research, technical assistance and extension services
account for only a small proportion of agriculture-specific spending; however, their shares of this
expenditure increased in the second half of the period analysed.

Payments to agents in the agri-food sector account for the remaining 40 percent of agriculture-specific
expenditure. Within this category, the majority of expenditure consists of payments to producers in the
form of input subsidies, particularly subsidies for capital formation (including support for purchasing
machinery and equipment, investments in irrigation and access to credit), as well as for variable
inputs and on-farm services. There is also some expenditure for income support to producers, but this
accounts for a very small proportion of agriculture-specific spending. Other payments to agents in the
agri-food sector include payments to consumers (mostly in the form of food aid and cash transfers),
payments to processors and payments to traders, but those also account for a very small proportion
of agriculture-specific spending. There are no payments to transporters or suppliers of inputs.
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Figure 4. Composition of agriculture-specific spending in Mali, in %, average 2006-2010

Storage/public Marketing Other Payments to
stockholding 10% 1% producers - input
5% AN — subsidies
0,
Infrastructure 3%
21%
Payments to
producers - income
support
Inspection %
(veterinary/plant) / ___ Paymentsto
7% \ ~~_Payments to °nsumers
0,
/ processors 1%
Extension 2%
1% Technical Payments to
Training assistance  Agricultural traders

10% 3% research

39% 0%

Source: Authors, based on budgetary data collected by Institute of Rural Economy in Mali for the MAFAP project.

The agriculture-specific expenditure is complemented by agriculture-supportive expenditure which
accounts, on average, for about 30 percent of overall support to the food and agriculture sector in Mali.
Among agriculture-supportive measures, by far the largest expenditure is on rural infrastructure, and most
of that constitutes investments in rural roads (Figure 5). There is relatively little investment in rural water
and sanitation or rural energy; however, there is significant expenditure on rural health and education.
These proportions remained almost constant throughout the period analysed. It is important to note,
however, that about a third of agriculture-supportive spending falls into the “other” category. This latter
category combines all the agriculture-supportive measures for which there was not enough information
to be classified into the aforementioned categories. Ideally, additional information should be collected to
identify the appropriate spending categories for those measures. This could potentially show a significant
change in the relative importance of the categories within the agriculture-supportive measures.

Figure 5. Composition of agriculture-supportive spending in Mali, in %, average 2006-2010
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Source: Authors, based on budgetary data collected by Institute of Rural Economy in Mali for the MAFAP project.
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Agriculture-specific expenditures can also be broken down according to the commodities which they
intend to support? Each expenditure measure within that category has been attributed an appropriate
commodity, depending on whether it supports an individual commodity (e.g. rice for /'Initative Riz
in its initial stage — which was then extended to other cereals, including wheat and maize), a group
of commodities (e.g. fruit and vegetables, fish and livestock for Program de Compétitivité et de
Diversification Agricole (PCDA) or all commodities (e.g. construction of non-specialized markets).

Generally a large number of commodities are supported through these expenditures, including rice,
maize, cotton, millet, sorghum, onions/shallots, sesame, shea, fruit and vegetables, livestock and
livestock products. In 2006, most of these expenditures were in support of production of all commodities,
followed by almost equally high expenditures in support of individual commodities, while very little was
spent on groups of commaodities (Figure 6). The latter category of support has increased significantly
over the period analysed, however, and currently support to groups of commodities accounts for about
one-third of all agriculture-specific spending. The remaining two-thirds are distributed almost equally
between support to individual commodities and groups of commodities.

Figure 6. Agriculture-specific spending in Mali: support to commodities, in billion FCFA, 2006-2010
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Source: Authors, based on budgetary data collected by Institute of Rural Economy in Mali for the MAFAP
project. P - provisional estimate.

By far the largest share of expenditure in support of individual commodities goes to rice, followed by
fish, cattle and cotton (Figure 7, left panel). Support to both rice and fish is provided principally through
on-farm capital investments in irrigation and equipment, and through infrastructure development, but
also through training, storage and marketing (particularly in the case of fish). Among expenditures
made in support of groups of commodities, the biggest share goes to all grains, followed by fruit and
vegetables, the livestock and fish group, the all grains and wood group, the livestock group and the
millet, maize and sorghum group (Figure 7, right panel). As with individual commodity support, support

2Agriculture-supportive expenditures, by definition, are not intended to support production of any particular
commodity and hence are considered not specific to production of agricultural commodities.
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to the groups of commodities is provided principally via investments in on-farm capital, infrastructure,
marketing and training (and extension in the case of livestock products).

Overall, most public expenditure is aimed at the provision of public services and investment, with a strong
focus on infrastructure, both agriculture-specific and agriculture-supportive. These expenditures primarily

support grains — particularly rice — but also livestock and livestock products.

Figure 7. Support to individual and groups of commodities in Mali, in %, average 2006-2010
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Source: Authors, based on budgetary data collected by Institute of Rural Economy in Mali for the MAFAP project.

3.3 Role of aid in public expenditure on agriculture in Mali

Aid from donors to the government of Mali seems to be consistent with the government’s overall
objectives, although there are some minor differences in priorities. On average, donor spending
accounts for as much as 70 percent of overall public expenditure in support of the food and agriculture
sector in Mali. External aid contributes to 64 percent of agriculture-specific measures and 82 percent
of agriculture-supportive measures (Figure 8).

Within each of the main categories, the contribution of aid differs. For agriculture-specific expenditure,
in terms of proportion of total spending, donors contribute the most to extension, payments to
processors, inspection, storage, input subsidies, training, marketing and infrastructure. In terms of the
level of spending, input subsidies and infrastructure receive the highest support.

Among agriculture-supportive measures, all categories receive almost equally high levels of aid, while
the highest amount of donor support goes to rural infrastructure. The most supported expenditure
category is input subsidies. However, if all infrastructure expenditure (agriculture-specific and
agriculture-supportive) were combined, there would be a much higher share of aid directed towards
rural infrastructure. Among all spending categories, income support and payments to traders are the
only two categories that do not receive any external support.
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Figure 8. Average shares of total aid in spending in Mali, in billion FCFA, 2006-10
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3.4 Main messages on public expenditure

Although the level of public expenditure to support food and agriculture development in Mali is above
the level of the Maputo Declaration target, it does not translate into a stable agriculture growth objective
as set by CAADP.? Similarly, the study of the Economic Community of West African States (ECOWAS),
the Republic of Mali and the African Union (ECOWAS, République du Mali and African Union, 2006)
concluded that the elasticity of agricultural growth with respect to public expenditure in support of
Mali’s food and agriculture is low, falling below the average for sub-Saharan Africa. This may be the
case for a number of reasons.

Firstly, there is still scope for improvement in the composition of public expenditure in support of agriculture.
The composition of public expenditure is just as, if not more, important than its total level. There may be
trade-offs between spending in different categories (for example, spending on rural infrastructure versus
subsidies for seed and fertilizer), and there may be complementarities (for example, between spending
on extension services and the development of infrastructure that would enable farmers to transport their
output to market). The overall observed pattern of spending is consistent with government objectives
regarding most public expenditure aimed at the provision of public services and investment. However,
there seems to be an imbalance between particular categories of spending. High levels of investment
in infrastructure can bring benefits via lower transaction costs and improved farmer access to markets.
High levels of support to rural development can provide off-farm employment opportunities, while
training services can help farmers to improve productivity. There is also an important share of support
for on-farm capital formation, particularly credit and production equipment. However, a large amount
of spending is dedicated to variable input subsidies, while much less is being spent on research and
extension services.* Fan and Zhang (2008) have estimated that, of all the public expenditure measures
they analysed, agricultural extension and research produce the highest returns in terms of agricultural
productivity and poverty reduction. Similarly, several other recent studies concluded that investments in
agricultural research and development produce much better outcomes in terms of agricultural growth
and poverty reduction (SOFA, 2012%). Allocating more resources to those two spending categories may
produce better outcomes than the ones currently achieved, particularly when accompanied by high
investment in infrastructure.

Secondly, a large share of funds is allocated to policy administration costs (Table 5), and there seems to
be an imbalance in total expenditure between the share of these costs and the share of policy transfers.®
Further, an important share of administration costs is dedicated to wages, while only a small proportion is given
over to operational costs. This may exert significant constraints on the effectiveness of certain expenditures.
For example, extension services or training can only be provided in an effective manner if extension or training
officers have sufficient resources for travelling to communities where services are needed.

3The 10 percent of budget allocation to agriculture and rural development agreed under the Maputo Declaration was established
as a means to achieve the 6 percent of growth in the agricultural sector. Although over the last five years the average agricultural
growth in Mali has exceeded 6 percent, the annual growth rates varied substantially over that time, often falling far below the
6 percent target.

4 Although inputs subsidies may be an important policy instrument to stabilize incomes of producers in developing countries over the
short term, allocation of public resources should be adjusted to include those categories of spending that will improve the incomes over
the long term (for an in-depth discussion, see OECD, 2012, and Brooks and Wiggins, 2010).

> See State of Food and Agriculture (SOFA, 2012) for an overview of studies comparing the impacts of different types of
agricultural expenditures and investments.

6 Total policy administration costs may be slightly overestimated as they are calculated as a difference between the total budget
to Rural Development Sector minus policy transfers and hence may include elements which would not be included if detailed
data were available — for example, some of expenditures related to policies supporting protection of biodiversity, such as wild
animal protection in natural parks. This overestimation is believed to be insignificant for the results.
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Table 5. Share of policy transfers and administration costs in total public expenditure, in %, 2004- 2010

2004 2005 2006 2007 2008 2009 2010

Administration costs n.a. n.a. 26 26 26 21 20
Policy transfers n.a. n.a. 74 74 74 79 80
Total agricultural budget n.a. n.a. 100 100 100 100 100

Source: Authors, based on budgetary data collected by Institut d’Economie Rurale in Mali for the MAFAP
project and CPS (2011).

Thirdly, actual spending deviates significantly from allocated funds. Although the rate of disbursement
of allocated funds has improved in the period analysed, it is still at a somewhat low level (Table 6).
Further, the rate of disbursement of funds allocated to policy administration costs was generally much
higher than that of policy transfers to the sector (except in 2009 and 2010).

Only two-thirds of the funds allocated to projects and programs in support of the sector were actually
spent; this was mainly because of delays in the release of funds allocated to relevant ministries.

Thirdly, actual spending deviates significantly from allocated funds. Although the rate of disbursement of
allocated funds has improved in the period analysed, it is still at a somewhat low level (Table 6). Further,
the rate of disbursement of funds allocated to policy administration costs was generally much higher than
that of policy transfers to the sector (except in 2009 and 2010). Only two-thirds of the funds allocated to
projects and programs in support of the sector were actually spent; this was mainly because of delays in
the release of funds allocated to relevant ministries.

Table 6. Budget allocations versus actual spending in Mali, in billion FCFA and %, 2004-2010

2004 2005 2006 2007 2008 2009 20107

Total agricultural budget*

budgeted amount (billion FCFA) 115 141 118 130 134 143 198
actual spending (billion FCFA) 73 117 96 97 95 118 132
actual spending as a share of budget(%) 63 83 81 75 71 82 83
Policy transfers

budgeted amount (billion FCFA) na. na. 87 9% 100 114 158
actual spending (billion FCFA) n.a. na. 64 70 64 95 17
actual spending as a share of budget (%) na. na. 73 72 64 84 74
Administration costs

budgeted amount (billion FCFA) na. n.a. 31 34 34 29 40
actual spending (billion FCFA) na. na. 32 28 31 23 15
actual spending as a share of budget (%) na. na. 104 82 91 76 38

*Total agricultural budget includes policy transfers in support of agriculture and policy administration costs.
p - provisional estimate

Source: Authors, based on budgetary data collected by Institut d’Economie Rurale in Mali for the MAFAP project and CPS (2011).
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Fourthly, aid accounts for more than two-thirds of public expenditure in support of food and agriculture
development. Although donor priorities seem to be generally aligned with those of the government, the
guestion remains whether such large amounts of funding from external resources can be maintained,
which raises doubts about the sustainability of programs and projects currently in place. The future
adoption of a sector-wide approach to budget planning that integrates all stakeholders, including the
donor community, coupled with implementation of the medium-term expenditure framework, should
help to address those issues and also improve overall budget planning and resource allocation.

Finally, whether or not addressing these problems will be reflected in improved agricultural growth will
also depend on other growth factors, which are not fully dependent on public expenditure.

4. Price policy analysis: incentives and market development
gaps along Mali’'s main value chains

4.1 MAFAP methodology overview

The MAFAP methodology sheds light on incentives and disincentives to production received by various
actors within the country’s main value chains. This section gives a brief account of the methodology
used to calculate the indicators for measuring incentives and disincentives at farmgate and wholesale
levels. A detailed explanation of the methodology is available from the MAFAP project site at www.
fao.org/mafap-documents.

The core of the MAFAP analysis lies in the comparison between domestic market prices (observed
prices) and reference prices free from domestic policy interventions. Reference prices are calculated
from a benchmark price, which is the international or regional price of the product. This price is then
converted into a border price, using the exchange rate if needed, and then brought to the wholesale
and farm levels by adjusting for quality, shrinkage, loss, and market access costs. Figure 9 provides
a simplified visualization of how incentives are determined with the MAFAP methodology, using the
example of an import product. Note that incentives for wholesalers are also calculated.

If observed prices are higher than reference prices, the political environment generates support
to producers (incentives) and if observed prices are lower than the reference prices, the political
environment does not support those actors (disincentives).

The Nominal Rates of Protection - observed (NRPo) are the ratios expressing the price gap between the
domestic market price (observed price) and the reference price. There are two NRPos: at the wholesale
and producer (farmgate) level. NRPofg capture all trade and domestic policies, inefficiencies along the
product’s value chain and other factors affecting incentives or disincentives for the farmer. NRPowh
help identify where incentives and disincentives may be distributed along the commodity market chain.

The Nominal Rates of Protection - adjusted (NRPa) — one at the wholesale level and one at the farm
level — are the same as NRPo except the reference prices are adjusted to eliminate any distortions found
in the market supply chain (e.g. extraordinarily high transport costs, taxes/levies or excessive profit
margins of economic agents).
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Figure 9. Simplified presentation of the MAFAP methodology for incentives calculation, for an import product
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The Market Development Gaps (MDGs) are also calculated: these are caused by market power, exchange
rate misalignments, and excessive market access costs which, when quantified and used to adjust the
NRPo, generate the NRPa indicators. For the moment, MDGs are calculated as the difference between
NRPo and NRPa. The concept of the MDG, as defined in the context of the MAFAP project, takes the
analysis a little deeper in assessing the extent of access costs. The measurement of MDGs makes it
possible to estimate the share that can be considered “excessive” in access costs and transactions
within a given value chain. These excessive costs may result from factors such as poor infrastructure
or high processing costs due to obsolete technology, or from high costs due to post-harvest losses.
Excessive costs can be considered implicit disincentives insofar as they could, for example, be reduced
by appropriate investments and better governance. One major methodological question that remains
is the extent to which these costs can be accurately singled out and identified.

4.2 Defining pathways, collecting and estimating access costs and prices

e Pathways

Pathways for all products analysed with the MAFAP methodology were determined using the most
representative production, wholesale and competition area for each product, based on volume
produced/traded and on the existence of an actual trade corridor.

* Prices

Producer prices were determined from statistics of the Observatory of Agricultural Markets (OMA),
except in the case of milk, where prices were determined from a MAFAP survey, since OMA does not
collect milk prices.
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Prices at the wholesale level were determined from statistics obtained from either the OMA or the
West-African Market Information Systems Network (RESIMAO).

Prices on international markets, whether cost insurance and freight (CIF) or freifght on board (FOB)
were obtained from various sources depending on the product.

® Observed access costs
Observed access costs were collected by MAFAP project’s local technical team.

Wholesale - farmgate access costs: In principle, observed access costs between the farm and the
wholesale market are calculated as the sum of all the access costs incurred to move the products from
one place to another (transportation costs, various fees for services such as handling charges, the gross
margin, transaction costs, expenses and illegal passage along existing corridors, etc.). However, in case
data are insufficient or of poor quality, these access costs can be estimated as the difference between
wholesale prices and producer prices. In the latter case, the gap between the two prices is considered
to reflect the real functioning of the value chain when all explicit taxes are excluded. In other words,
this value is the expression of the level of infrastructure development, the competitiveness of actors
and the conditions of market power.

Figure 10. Trading corridors serving landlocked Mali, Burkina Faso, Niger

Source: Diallo and Steeve, 2009

Wholesale - border access costs: For this segment wholesale-border, observed access costs are always
calculated as the sum of various costs incurred to move a product from the wholesale market to the
border and vice versa. In the case of a landlocked country such as Mali, the port which is the origin of
imports and the shipping point for exports represents the border. The ports that have been considered
here are Abidjan (lvory Coast) and Dakar (Senegal) because they are the closest. Figure 10 shows the main
commercial corridors. For the specific case of thinly traded products, access costs were calculated from/
to areas located near the Mali border, to reflect that trade flows largely correspond to cross-border trade.

e Adjusted access costs
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For some products, adjusted data to calculate access costs were also considered to reflect efficient value

chains. The following adjustments have been performed:

- Providing estimates of efficient transportation costs and reasonable profit margins by systematically
choosing the lowest cost for each section (farm gate - wholesale and wholesale - border);

- Deducting illegal taxes on roads for each segment of the highway.

Because reliable data were not always available, certain access cost dimensions, such as efficiency
resulting from a better functioning of the sector, increased competition and reduced waiting times for
crossing boundaries have not been adjusted. As a result, adjusted costs tend to be higher than they
should be in a perfectly efficient market situation. It follows that adjusted reference prices do not totally
reflect those of a perfectly competitive market.

4.3 Caveats and limitations about the methodology

Firstly, every effort has been made to check the quality of data collected with local experts. Additional
efforts have been made to encourage partners to invest in reliable national and regional statistical
systems for better informed policy decisions. Frequent updates of the RESIMAQO database, especially
for regional wholesale prices, would greatly benefit MAFAP-like analytical work. In addition, importers
and exporters in Mali systematically underestimate volumes in order to pay less tax on heavily traded
products. The lack of customs data reliability brings uncertainty to the analysis because it directly affects
the accuracy of results based on domestic and international price comparisons.

Secondly, our data come from localized areas of production. For example, we considered the area of
Loulouni, in the Sikasso region, for maize and the area of the Office du Niger, in the Segou region, for
rice. These represent the main production areas in Mali for those products but other production areas
may face different situations in terms of access costs or prices, which would yield different results.

Thirdly, our methodology uses annual averages which do not allow us to analyse variations in prices
due to seasonality or even variations in quality during the production season.

Finally, in order to have a complete picture of policy impacts on farmers, it would be necessary to
undertake a deeper analysis of production costs, margins and the structure of producers’ incomes.

4.4 MAFAP’s aggregated indicators on incentives, disincentives and market
development gaps in Mali

Before presenting the indicators, it is important to emphasize that a significant part of the period analysed (2005-
2010) was particularly turbulent, when market fundamentals were challenged and price trends experienced
drastic changes. As a consequence, determining the causes for incentives and disincentives was more difficult.

Moreover, the interpretations referring to the agricultural sector as a whole actually refer to the group
of products that were included in the MAFAP analysis. These products account for 65 percent of the
value of the average production (2005-2009)” and include : rice (13.5 percent), beef (12.5 percent),
millet (10.3 percent), cotton fiber (7.5 percent), groundnuts (7.1 percent), sorghum (5.6 percent), maize
(4.7 percent), and cow’s milk (3.4 percent).

7 Average production value in 1000 constant US dollars, 2005-2009 and 1999-2001.
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These indicators are aggregated by sector and product group. The aggregation is weighted to reflect
the weight of each product relative to total production value.

The headline indicators selected are:

* the nominal rate of protection for imported products (NRP, )

e the nominal rate of protection for exported products (NRP,)

* the nominal rate of protection for non- or thinly traded products (NRP )

e the nominal rate of protection for products essential to food security (NR Pfs) as defined in the
selection of products

e market development gaps for all three product categories and for the agricultural sector as a whole
(MDG, ,, MDG,,, MDG, ,, and MDG,_ ), although in fact this only refers to the eight products analysed.

not’

Figure 11.0bserved nominal rate of protection (NRPo) by product group and for the sector, in %, 2005-2010
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Figure 11 reveals that policies in place have various impacts depending on the product categories that
were analysed:

e category of exported products: cotton, beef and groundnuts

e category of imported products: rice, milk

e category of thinly traded products: maize, sorghum, millet

e category of key products for food security: maize, sorghum, millet, rice, groundnuts

It is important to note that the category of key products for food security cuts across the other three
categories. It thus enables a more horizontal reading of policy effects.

In terms of incentives and disincentives, there are two main product groups. On the one hand, export
commodities benefit from strong overall incentives, with an average of 19 percent over the study



Chapter 5. Impact of Mali’s food and agricultural policies 171

period. On the other hand, imports, thinly traded products and products related to food security
have generally received disincentives at average levels of -16 percent, -24 percent and -21 percent,
respectively. The group of exported products shown in Figure 11 is not homogeneous. Cotton has
more importance among these products and this commodity alone has a large impact on the group’s
incentives. In fact, groundnut and beef production were generally at a disadvantage during the study
period, with averages of -5 percent and 9 percent, respectively.

Moreover, results from group analysis should not mislead the reader into thinking there is a coherent
policy for exports, which is far from the case in Mali. The government has not adopted specific policy
measures supporting groundnuts or beef, and this is reflected in the negative NRPs for producers of

both products (see Figure 12 below).

Figure 12. Comparison of nominal rates of protection (NRPs) at producer level for exported products,
in %, 2005-2010.
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Levels of incentives and disincentives have remained relatively stable over the study period, with the
exception of changes in levels of incentives linked to very significant price movements during the food
price crisis of 2008-2009.

During the 2008-2009 food price crisis, incentives became stronger in the category of exported
products while disincentives came close to zero for imports. However, disincentives have worsened
for thinly traded products and products related to food security. This can be explained by the
implementation of government policies favorable to certain import products, such as rice for urban
consumers, an approach that clearly did not encourage producers. Similarly, the rise in international
cotton prices, concomitant with a price increase for most agricultural products, particularly staples,
has benefited exporters. However, export restrictions on commodities, particularly through non-tariff
measures or even export bans, have negatively affected those who sought to profit from higher prices
in neighbouring countries for groundnuts, maize, millet and sorghum.



172 Rebuilding West Africa’s food potential

The year 2010 saw a return to levels of incentives and disincentives that had prevailed before the crisis,
although overall imports recorded lower levels of disincentives and exports experienced significantly
higher levels of incentives. This again suggests that the government of Mali has an interventionist
agricultural policy that is focused primarily on imports, mainly of rice, on the one hand, and on exports,
principally cotton, on the other.

Figure 13. Adjusted nominal rate of protection (NRPa) by product group and for the sector, in %, 2005-2010
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Figure 13, reporting changes in the NRPa, shows several interesting facts when compared to Figure 12.

e The agricultural sector received stronger disincentives. The evolution of the curve indicates an
increasing rate of disincentives, which plummeted from 1 percent in 2005 to -32 percent in 2010.
In fact, the NRPa for the sector is negative for the entire period, with an average rate of 25 percent,
while the NRPo was only -14 percent. This highlights the effect of additional disincentives related
to market inefficiencies, such as excessive access costs for all products.

e The gap narrowed between NRPs of the different categories of products. The highest NRPa, for
exported products, rose to 9 percent in 2005, due to the heavy impact of cotton’s strong incentives.
The maximum NRPo was 36 percent, also in 2005 for exported products. The minimum NRPa was
for thinly traded products in 2009, and stood at -53 percent in that year. The minimum NRPo stood
at -50 percent for 