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GLOSSARY

Agriculture Crops, livestock, forestry, fisheries, and, for pugposes of the
current framework, all segments of the value chaicluding
on- and off-farm as well as pre- and postharvetstities all the
way to the consumer

Commodity products Coffee, tea, cocoa, sugar, cotton, oilseeds, andrzes

Development domain A cluster of growth poles (see below) that can hbiked
together through coordination and harmonizatiore@dnomic
policies and investment strategies to achieve anm®of scale
and spread growth across a given region or betnesgons

Economic governance Economic governance covers a wide range of govemtahe
activities. It includes the responsibility of gomerent for (a)
macroeconomic management—for example, in curbing
inflation, intervening in interest and exchangeeranarkets,
establishing fiscal policy and setting tax struetyrmanaging
domestic and external debt, and combating corroptiand (b)
sectoral policies dealing with pricing, marketingnput
distribution, financial regulation, science andhtealogy, norms
and standards, and quality regulation. Economicegmance is
influenced by the nature of political governancdha country,
and, in turn, shapes the nature of regulation of support for
the corporate sector. Economic governance can beedeas
the framework of rules and institutions through etheconomic
policy is made and implemented. Economic governaisce
influenced by both state and nonstate actors.

Growth pole Describes the actual or potential geographic canagon of a
critical mass of natural resources, physical infteegure, and
market opportunities that could provide leverageyenerate a
cluster of economic activities at a scale thatificantly affects
growth in a broad area

High-value agricultural

products Meat and meat products; dairy products; fish preégiuend
seafood; vegetables, fruits, and nuts (fresh, prede and
prepared); spices; vegetable oils and fats; andlibhe
ornamentals such as cut flowers

Infrastructure In addition to the physical elements, agriculturdtastructure
includes a wide range of public services that iaté
production and trade. The following types of infrasture are
distinguished: (a) transport infrastructure, thgt major roads
linking production zones to centers of consumptronal roads,
and tracks and trails, but also regional transportidors and



Strategic products

cross-border transit points; (b) irrigation infrasture; (c)
electricity (interconnected and isolated); (d) paahd airports;
(e) telecommunications (telephone and rural capiasjl (f)
postharvest infrastructure such as processingingorgrading,
assembly, and marketing infrastructure, includirgmmodity
exchanges.

Rice, legumes, maize, cotton, oil palm, beefrydapoultry,
fisheries products, cassava, sorghum, and milkedé&ined by
the AU/NEPAD Abuja Food Summit)



THE COMPREHENSIVE AFRICA AGRICULTURE DEVELOPMENT
PROGRAM (CAADP)

Framework for the Improvement of Rural Infrastructure
and Trade-Related Capacities for Market Access (FIMA)

EXECUTIVE SUMMARY

THE CAADP AGENDA AND ITS OBJECTIVES

The  Comprehensive  Africa  Agriculture
Development Program (CAADP) is at the heart
of efforts by African governments under the
African Union (AU)/New Partnership for Africa’s
Development (NEPAD), a program of the African
Union to accelerate growth and eliminate
poverty and hunger. As such, CAADP emanates
from and is fully owned and led by African
governments. Although continental in scope, it
is integral to national efforts to promote
agricultural growth and economic development.

As a common framework for agricultural
development and growth for African countries,
CAADP is based on the following:

e the principle of agriculture-led growth as a
main strategy to achieve the Millennium
Development Goal (MDG) of poverty
reduction;

e the pursuit of a 6 percent average annual
sector growth rate at the national level;

e the allocation of 10 percent of national
budgets to the agricultural sector;

e the exploitation of regional
complementarities and cooperation to
boost growth;

e the principles of policy efficiency, dialogue,
review, and accountability, shared by all
NEPAD programs;

e the principles of partnerships and alliances
to include farmers, agribusiness, and civil-
society communities; and

e the implementation principles, which assign
the roles and responsibilities of program
implementation to individual countries,
coordination to designated regional
economic  communities  (RECs), and
facilitation to the NEPAD Secretariat.

CAADP defines four major intervention areas, or
pillars, to accelerate agricultural growth, reduce
poverty, and achieve food and nutrition security

in alignment with the above principles and

targets:

e Pillar I. Extending the area under
sustainable land management and reliable
water control systems

e Pillar Il. Improving rural infrastructure and
trade-related capacities for market access

e Pillar 1ll. Increasing food supply, reducing
hunger, and improving responses to food-
emergency crises

e Pillar IV. Improving agriculture research and
technology dissemination and adoption.

THE AGENDA AND OBJECTIVES OF PILLAR Il

The ultimate objective of Pillar Il is to accelerate
growth in the agricultural sector by raising the
capacities of private entrepreneurs, including
commercial and smallholder farmers, to meet
the increasingly complex cost, quality, and
logistical requirements of domestic, regional,
and international markets, focusing on strategic
value chains with the greatest potential to
generate broad-based income growth and
create wealth in rural areas and the rest of the
economy. The Pillar Il agenda focuses on policy
and regulatory actions, infrastructure
development, capacity-building efforts, and
partnerships and alliances. The Pillar’s
objectives and activities are summarized in Box
1.

THE CONTRIBUTION OF AGRIBUSINESS
DEVELOPMENT AND TRADE TO CAADP
GROWTH AND POVERTY-REDUCTION TARGETS

Agriculture as an engine of growth. Empirical
evidence in Africa and elsewhere shows that
agricultural growth (a) contributes more than
any other sector to overall income growth in
rural areas where the bulk of the poor and
vulnerable live and work; (b) stimulates growth
in other sectors of the economy by expanding
demand for the goods and services that are
produced outside the sector; and (c) reduces



overall poverty, hunger, and malnutrition levels
by raising the supply of food while improving
access to it through higher incomes in rural and
other sectors of the economy. Research findings
by the International Food Policy Research
Institute (IFPRI) indicate that a sustained
expansion of revenues from agricultural
products traded in local, regional, and
international markets would result in an
increase in overall incomes in the local
economy that is at least twice as high as the
initial increase in incomes in the agricultural
sector itself.

The role of trade in local and regional markets.
According to the findings of a study
commissioned by the NEPAD Secretariat in
2005, foreign demand for commodities and
high-value exports is projected to grow from
USS8 billion and USS$3 billion in 2000,
respectively, to roughly US$10 billion in each
category in 2030. In contrast, demand in local
and regional urban food markets across Africa is
expected to jump from USS50 billion to US$150
billion during the same period. By 2030, farmers
could derive potential income from these
various markets totaling US$4.5 billion from
foreign export markets, and as much as US$30
billion from domestic and cross-border markets.

The contribution of Pillar Il to the CAADP
growth and poverty-reduction agenda. The
agricultural growth and trade multipliers
described above indicate that the
implementation of Pillar 1l should seek to
achieve at least a 4 percent annual growth rate
for agricultural output and exports in order to
induce a growth rate of 6 percent in the rest of
the economy. Country-level analyses carried
out as part of the implementation of the CAADP
agenda indicate that growth of the same
magnitude may also be required outside
agriculture to ensure that the poverty and
nutrition MDGs are met. The same multipliers
also indicate that achieving the 6 percent
agricultural growth rate would raise growth in
the nonagricultural sector to more than 7
percent and will ultimately result in an
economywide growth rate of about 6 percent.
The contribution of increased sales of
agricultural goods in local and regional markets
to overall incomes in rural areas suggests that a
successful Pillar Il agenda—which would allow

African smallholders to capture the estimated
USS30 billion in potential additional income in
regional markets—would raise rural incomes by
up to another USS60 billion, thereby making a
significant contribution to poverty reduction
and food and nutrition security.

THE FRAMEWORK FOR THE IMPROVEMENT OF
RURAL INFRASTRUCTURE AND TRADE-RELATED
CAPACITIES FOR MARKET ACCESS (FIMA)

FIMA specifies key long-term challenges,
strategy options, and partnerships and alliances
to accelerate agribusiness development in
Africa. Its primary goal is to guide the
facilitation and coordination roles of the NEPAD
Secretariat, leading RECs, and country
governments, as well as actions by all other
major stakeholders, particularly the private
sector, farmer organizations, civil-society
organizations, and the development
community. The diagram below, together with
the description in Box 2, summarizes the
strategic approach underlying the Pillar |l
agenda.

KEY STRATEGIC AREAS OF PILLAR I

Actual implementation of the agenda under
Pillar 1l is to be carried out through the five
strategic areas described below. The
framework specifies core program components
for each of the strategic areas to guide planning
and implementation activities by regional
economic communities and their member
countries. Not all countries and regions have to
implement all of the individual program
components. Rather, the set of activities are to
be treated as guideposts for defining national
policies and investment programs, as well as for
establishing the necessary partnerships and
alliances to advance the Pillar agenda. It is to be
expected that some elements may be more
relevant than others, depending on the
challenges, options, and pre-existing strengths
in individual countries and regions.

Strategic Area A: Raising competitiveness and
seizing opportunities in domestic, regional,
and international markets—Core Program
Components

Successful implementation of the Pillar |l
agenda calls for the following five sets of

10



activities

in order to effectively raise the

competitiveness of the domestic sectors in key
agricultural markets:

Raising and sustaining performance in
traditional and foreign export markets:

a.

b.

(i)

(ii)

(iii)

(iv)

identify the factors behind the recent

growth in African agricultural exports in

order to transfer the success to a larger
number of countries and thereby
sustain and expand the strong trade
performance of the past five years;

exploit the fast-growing demand in the
emerging economies of Asia and Latin

America, in particular by:

e seeking stronger  partnerships
between the local agribusiness
sector and agribusiness operators in
the above regions;

e reflecting the long-term market and
production trends in these
countries in national agricultural
development strategies;

e working toward establishing
agricultural trade agreements with
India, China, and other leading

emerging economies.

develop strategies to compete in the
emerging biofuels sector, focusing on
the oilseeds and traditional indigenous
plant sectors;

strengthen regional and national
negotiation  capacities, preferably
organized around RECs in order to
accelerate the reform of protectionist
global policies and safeguard African
interests in  international  trade
agreements.

Raising competitiveness and expanding
trade in domestic and regional markets:

(i)

(ii)

(iii)

eliminate regulatory and administrative
barriers and disincentives impeding or
raising the unit cost of the movement of
goods across local and cross-border
markets;

develop quality management and
certification services systems and
harmonize standards, norms, and
grades across national markets;
modernize regional trading systems,
including the development of regional
and national commodity exchanges;

(iv) establish

(v)

trade surveillance and
knowledge systems within RECs to
monitor policies and barriers to trade
and provide information on demand
dynamics and long term trends in
regional markets;

invest in transport infrastructure
corridors to link high potential
production zones and major market
areas within and across regions.

Promoting partnerships and alliances for
value-chain enhancement:

(i)

(ii)

identify successful models of public-
private partnerships (PPP) and business-
to-business (B2B) alliances to raise
value-chain  competitiveness, scale
them up, and promote their transfer to
more sectors and countries;

establish targeted PPP and B2B
alliances to develop the capacity of

smallholder  farmers and their
organizations to act as credible
commercial partners to  banks,

processors, input dealers, and other
operators along the value chain.

Integrating  smallholder  farmers and
medium-scale enterprises:
(i) develop required strategic public—

(ii)

private partnerships to meet the
institutional, infrastructural, and
technological challenges associated
with the sector’s fragmentation

foster business-to-business alliances,
not just among African entrepreneurs,
but also between the entrepreneurs
and outside operators to create scale
and promote integration into the
traditional and emerging value chains.

Improving sector governance and the policy
environment of the trading sector

(i)

(ii)

deepen and refine the positive sector
policy reforms and continue to improve
the management of exchange rate,
trade, and fiscal policy regimes.

carry out necessary regulatory and
administrative reforms to enhance the
operations of input dealers, output
traders, and financial and advisory
services providers
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Strategic Area B: Investing in commercial and
trade infrastructure to lower the cost of
supplying national, regional, and international
markets—Core Program Components

Four sets of activities are identified for this
strategic area in order to contribute to the
overall Pillar objective and advance the CAADP
agenda at the regional and country levels.
These are:

a. Value-chain infrastructure development

(i) upgrade transport infrastructure, roads,
rails, ports, airports, and expand rural
roads;

(ii) invest in processing and market-related
infrastructure for assembly, storage,
grading, and packaging, in order to
accelerate the integration of
smallholder farmers into value chains;

(iii) invest in the innovative use of
information and communications
technologies, including content and
access, to improve market operations,
cut transactions costs, and integrate
smallholder farmers into local, regional,
and export value chains;

(iv) expand other critical infrastructure,
including irrigation, potable water, and
rural electricity and
telecommunications;

b. Public—Private  Partnership
infrastructure development

(i) build PPP platforms to encourage the

(PPP)  for

private sector to invest in
transportation and trading
infrastructure  services and allow

governments to play their roles more
efficiently;

(ii) establish the required regulatory
mechanism and related legal
framework to level the playing field
between new entrant companies and
incumbent operators;

(iii) create partnership opportunities for
small-scale infrastructure investment in
rural areas—such as post-harvest and
other market-related infrastructure—to
integrate smallholder farmers into local
and export value chains.

c. Exploitation of regional complementarities
in infrastructure development

(i) build capacities to coordinate regional

infrastructure projects and promote
complementarity between national
infrastructure investment programs;

(ii) develop regional infrastructure
corridors by scaling up investment in
intra-regional roads, railways, air
transport, commercial infrastructure,
energy, and telecommunications in a
way to link linking major consumption
areas with high production potential
zones;

d. Sector governance and policy

(i) clearly define the role of the state, the
role of the private sector, and the role
of public—private partnerships in

policies, program design,
implementation, and funding;

(ii) establish institutional tools to
harmonize regional policies and

regulations related to infrastructure,
using the European Union’s experience
as a possible model;

(iii) improve the investment climate and
business environment, including the
creation of the necessary legal system
to minimize corruption at all levels,
among both local and external actors.

Strategic Area C: Developing Value-Chains and
Financial Services—Core Program Components

As in the case of the other strategic areas, a set
of activities has been identified in the
framework document to guide regional and
national efforts to promote the development of
competitive value chains and related financial
services. The most important activities include:

a. Levers for Agricultural Enterprise Growth

and Value-Chain Development

(i) undertake targeted actions on country-
and sector-specific determinants of
agribusiness enterprises growth;

(ii) implement priority interventions that
raise the value accruing to actors at
each level of the chain, with a focus on:
* unit cost reduction
* volume expansion
e product value addition

b. Financial Services Sector Development for
Value Chain Growth
(i) develop adapted credit information
systems;

12



C.

(i) create and/or strengthen regulatory
mechanisms for collateral enforcement;

(iif) provide training and other capacity
building mechanisms to improve risk
perception and thus reduce the barriers
to as well as cost of borrowing;

(iv) mobilize non-bank financial institutions
(insurance, pension funds, microcredit
systems) to ease access to long-term
investment funds and expand financial
services in rural areas;

(v) raise the capacity of agribusiness
enterprises to improve business
reporting and provide satisfactory
documentation in support of loan
applications;

(vi) raise the capacity of banks to provide
affordable, flexible, and innovative
financial products that meet the varied
needs of ARE.

Sector Policy and Governance

(i) promote a stable and well-balanced
exchange rate, as well as monetary and
fiscal policy regimes;

(i) implement conducive bank regulations,
business and trade taxation, regulation
of business start up and closing; ensure
the legal compliance of business
operations and employment laws, and
enforce contracts;

Strategic Area D: Strengthening the
Commercial and Technical Capacities of
Farmers’ Organizations and Trade Associations
- Core Program Components

a.

The Role and Evolution of Farmer
Organizations and Trade Associations
(FO/TAs) in Promoting the Integration of
Smallholders into Agricultural Value Chains
(i) promote the institutional maturation of
leading local FO/TAs through the
adoption of more effective governance
and management practices, which is
required for them to serve as vehicles
for the integration of smallholders into
the emerging and dynamic value chains;
(i) encourage the operational
diversification of leading local FO/TAs
through the acquisition of the necessary
technical, commercial, and financial
resources so as to enable them to:

o efficiently and effectively fulfil all
the major technology, market, and
financial needs of their
membership; and

e develop into business-oriented
entities that can serve as credible
business partners to other actors
along the value chain.

b. Smallholder Farmer Integration Pathways

(i) encourage the development of FO/TAs
into effective “chain actors,” primarily
as “product specialists,” which is often
the first step in integrating smallholders
that are predominantly outside of the
value chains;

(iv) intensify chain integration in the case
of FO/TAs that maintain some level of
contact with the remaining segments of
value chain. Such intensification can
take place along the following three
axes:

e partnership with other chain
members through horizontal
integration with FO/TAs specializing
in production as “chain partners;”

e value addition through vertical
integration, with FO/TAs evolving
into “chain integrators;”

e expansion into other activities along
the value chain, leading to FO/TAs
becoming “chain owners.”

c. Sector Policy and Regulatory Alignment

(i) foster a conducive legal framework that
allows for the registration and effective
operation of farmer organizations as
business entities; and

(ii) foster a regulatory environment that
avoids disincentives in the pricing,
marketing, input distribution, financing,
and technology areas so as to not
discourage the emergence of efficient,
FO/TA-based agribusiness enterprises.

PROPOSED EARLY ACTIONS TO FACILITATE
FIMA IMPLEMENTATION

The proposed early actions listed under each
strategic area serve as entry points to scaling up
the Pillar Il agenda at the country and regional
levels. They target key priority areas and

13



activities that respond to needs that are broadly
shared across countries and regions, hence
requiring collective action and lending
themselves to economies of scale. In several
cases, they start with pilot programs that can be
taken up and scaled out as implementation
proceeds. Detailed objectives and indicative
activities are presented in the main framework
document for each of the early actions.

Strategic Area A: Raising Competitiveness and
Seizing Opportunities in Domestic, Regional,
and International Markets

1. Facilitating agricultural trade to create the
required institutional, regulatory, and policy
frameworks to facilitate the emergence of
regional economic spaces and boost the
expansion of regional trade and cross-
country investments.

2. Building capacity for international trade
advocacy and negotiation to better
articulate African interests in bilateral and
multilateral trade negotiations in order to
remove foreign-policy distortions that limit
market access and affect the
competitiveness of African exports.

3. Developing quality management and trade
certification service systems to facilitate
compliance  with international trade
agreements and overcome nontechnical
barriers affecting the growth of African
exports.

Strategic Area B: Investing in Commercial and
Trade Infrastructure to Lower the Cost of
Supplying Domestic, Regional, and
International Markets

1. Promoting the Infrastructure for Growth
Initiative (14Gl) to develop and implement a
master plan to link current regional transport
infrastructure corridor projects to potential
agricultural growth poles

Strategic Area C: Value-Chain Development
and Access to Financial Services

1. Encouraging agricultural investment and
creating enterprise development platforms to
promote the adoption of effective and efficient
tools for PPPs and B2B alliances that can boost
agricultural value-chain development.

2. Promoting agribusiness joint venture fairs
to expand joint venture opportunities in the
agribusiness sector by facilitating contacts
between entrepreneurs and investors in the
early stages of enterprise creation.

3. Promoting fertilizer and seed systems
development to (a) speed up the
emergence of broadly accessible, cost-
effective, and competitive seed and
fertilizer supplies and financing systems,
and (b) significantly raise the use of both
inputs by smallholder farmers.

Strategic Area D: Strengthening the
Commercial and Technical Capacities of Farmer
Organizations and Trade Associations

1. Designing and piloting effective models of
value-chain

integration for smallholder farmers in order to
develop effective and scalable tools to support
partnerships and alliances between
governments, private-sector operators, and
leading local FO/TAs that can broaden the
access of smallholder farmers to commercial
and technical services.

2. Designing and piloting innovative vocational
training and workforce development systems
for future scale-up to accelerate the
modernization of farming systems and ensure
the long-term technological competitiveness of
Africa’s smallholder and agribusiness sectors in
the global agricultural economy.
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BOX 1
Pillar Il of the Comprehensive Africa Agriculture D evelopment Program

CAADP Agenda and Obijectives
The Comprehensive Africa Agriculture Developmenbdtam (CAADP) is at the heart of efforts by African
governments under the African Union (AU)/New Parsihg for Africa’s Development (NEPAD) initiativeot
accelerate growth and eliminate poverty and huageong African countries. The main objective of CAA to

help African countries reach a path of higher eoocogrowth through agriculture-led development, athi
eliminates hunger, reduces poverty and food inggc@nd enables the expansion of exports. As grara of the
AU, it emanates from and is fully owned and ledAfyican governments. Although continental in scojpés an

integral part of national efforts to promote agttigtal growth and economic development. NEPAD’srallevision

for agriculture seeks to maximize the contribut@fnAfrica’s largest economic sector to the achiegatrof self-

reliant and productive economies. In essence, NER#Ds for agriculture to deliver broad-based ecdoom
advancement, to which other economic sectors (asamanufacturing, petroleum, minerals, and tourisray also
contribute in significant ways, but not to the saaweent as agriculture.

CAADP, as a common framework for agricultural depshent and growth for African countries, is basedtlee

following:

» the principle of agriculture-led growth as a maimtegy to achieve the Millennium Development G@4DG)
of poverty reduction;

» the pursuit of 6 percent average annual agriculgnawth at the national level;

» the allocation of 10 percent of national budgetth&oagricultural sector;

» the exploitation of regional complementarities andperation to boost growth;

» the principles of policy efficiency, dialogue, rew, and accountability;

» the principles of partnerships and alliances t¢uthe farmers, agribusiness, and civil-society comities; and

* implementation principles that assign roles andpoasibilities for program implementation to indival
countries, coordination to designated regional eogo communities (RECs), and facilitation to the D
Secretariat.

CAADP identifies four major intervention areas, pillars, to accelerate agricultural growth, redy®erty, and
achieve food and nutrition security:

» Pillar I: extending the area under sustainable lmadagement and reliable water control systems;

« Pillar Il: improving rural infrastructure and tradelated capacities for market access;

« Pillar lll: increasing food supply, reducing hungand improving responses to food emergency criass;

e Pillar IV: improving agriculture research and tectogy dissemination and adoption.

Pillar Il Agenda and Objectives

The ultimate objective of Pillar 1l is to accelexarowth in the agricultural sector by raising tagacities of private
entrepreneurs, including commercial and smallholdemers, to meet the increasingly complex qualitg logistics
requirements of domestic, regional, and internationarkets, focusing on strategic value chains with greatest]
potential to generate broad-based income growthcaeate wealth in the rural areas and the reshefetonomy.
The Pillar agenda focuses on policy and regulagmtyons, infrastructure development, capacity-bugdefforts,

and partnerships and alliances that could fa@litahallholder-friendly development of agricultuvalue chains to
stimulate poverty-reducing growth across Africanrmies.

Key Pillar Strategic Areas

Actual implementation of the agenda under Pillas tio be carried out through the following mainsters of
activities, or strategic areas, guided by the viglescribed:

* AreaA: raising competitiveness and seizing opportunitiedomestic, regional, and international markets;

* AreaB: investing in commercial and trade infrastructuréotver the cost of supplying domestic, regionat] a
international market
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Conceptual Framework for Implementing Pillar 2
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BOX 2
FIMA’s Strategic Approach: An Overview

The objective is to target efforts to expand thppdy base to respond to future demand opportunities develop valug
chains to raise the competitiveness in domestigional, and foreign export markets. The followingps are to be
followed in developing country strategies and inrent programs at the national and regional levels:

Step 1: The starting point consists of (a) the identificatof a portfolio of strategic commodities, rargifrom basic
staples to high-value products, that exhibit shartd long-term market opportunities and potent@hmercial products
that would allow the acceleration of broad-basedlepy-reducing growth and (b) careful deploymentcofintry and
regional resources around these commodities. BSre\ in the Conceptual Framework diagram on page 7

Step 2: The second step is to review and align investnagmnt trade policies so as to fully exploit demarghds in
domestic/regional markets, traditional export mtégkeand emerging markets, in particular in Asissoagted with the
above commodities. (See Box B)

Step 3: Countries and sector actors then need to idetitéytypes of regulatory and institutional changed partnerships
and alliances that are required to build the tez@inand commercial capacities of farmer organizati@and trade
associations (FO/TAS) as a strategy to broadly eaihe supply capacity of smallholders and othenéas to respond td
the above demand. (See Boxes C, D & E)

Step 4: The government, agribusiness, financial sectod, f@nmer organizations identify the strategic inweents and
models of public-private partnerships (PPPs) arginess-to-business (B2B) alliances needed to omerdbe constraints
to the development of smallholder-friendly valueaidis in the strategic commodity sectors, includihg fertilizer and
other modern inputs sector. (See Box F)

Step 5: Concomitantly to the national processes, countiy iegional stakeholders specify, under the le&ifeist RECs,
the necessary efforts and roles to (a) harmonizmtop strategies to facilitate the emergence obs#oorder agricultura
growth poles and (b) link these poles to the mandport/communications corridors within and acreggons in order to
create regional development domains with more dified growth patterns(See Boxes G, H & 1)

Step 6: Based on the above, RECs and member governmesitmdeiral infrastructure strategies to developrguired
complementary infrastructure to link the above d@wment domains with national consumption centad exit points to
foreign export markets. (See Box J)
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THE COMPREHENSIVE AFRICA AGRICULTURE
DEVELOPMENT PROGRAM (CAADP)

Framework for the Improvement of Rural Infrastructu re
and Trade-Related Capacities for Market Access (FIM\)

l. PILLAR Il IN THE CAADP AGENDA
I.1. CAADP Agenda and Objectives

The Comprehensive Africa Agriculture Developmenbdgtam (CAADP) is at the heart of
efforts by African governments under the Africanidin(AU) / New Partnership for Africa’s
Development (NEPAD) initiative to accelerate grovahd eliminate poverty and hunger
among African countries. The main objective of CAAL to help African countries reach a
path of higher economic growth through agricultyrdéd development, which eliminates
hunger, reduces poverty and food insecurity, arabkes expansion of exports. As a program
of the AU, it emanates from and is fully owned ded by African governments. Although
continental in scope, it is an integral part ofiorl efforts to promote agricultural sector
growth and economic development. NEPAD’s overalsion for agriculture seeks to
maximize the contribution of Africa’s largest ecomo sector to achieve self-reliant and
productive economies. In essence, NEPAD aims forcalture to deliver broad-based
economic advancement, to which other economic sgctach as manufacturing, petroleum,
minerals, and tourism, may also contribute in digant ways, but not to the same extent as
agriculture. The NEPAD goal for the sector is agitiore-led development that eliminates
hunger and reduces poverty and food insecurityniogehe way for export expansion.

CAADP, as a common framework for agricultural depehent and growth for African

countries, is based on the following key principdesl targets:

» The principle of agriculture-led growth as a matrategy to achieve the Millennium
Development Goal (MDG) of poverty reduction

* The pursuit of a 6% average annual sector growéhatthe national level

* The allocation of 10% of national budgets to thecadfural sector

» The exploitation of regional complementarities aodperation to boost growth

* The principles of policy efficiency, dialogue, rew, and accountability, shared by all
NEPAD programs

* The principles of partnerships and alliances tduihe farmers, agribusiness, and civil
society communities

* The implementation principles, which assign theesoand responsibilities of program
implementation to individual countries, coordinatito designated regional economic
communities (RECs), and facilitation to the NEPAEcfetariat

CAADP defines four major intervention areas, otapd, to accelerate agricultural growth,

reduce poverty, and achieve food and nutrition sgcin alignment with the above principles
and targets:
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» Pillar I: Extending the area under sustainable lax@hagement and reliable water control
systems

» Pillar II: Improving rural infrastructure and tradelated capacities for market access

» Pillar 1lI: Increasing food supply, reducing hungand improving responses to food
emergency crises

» Pillar IV: Improving agriculture research and tealogy dissemination and adoption

1.2. Pillar 1l Agenda and Objectives

The ultimate objective of Pillar 1l is to accelexagrowth in the agricultural sector by raising
the capacities of private entrepreneurs, includiogimercial and smallholder farmers, to
meet the increasingly complex quality and logistieguirements of domestic, regional, and
international markets, focusing on strategic valoains with the greatest potential to generate
broad-based income growth and create wealth imuted areas and the rest of the economy.
The pillar agenda focuses on policy and regulatacyions, infrastructure development,
capacity-building efforts, and partnerships andaafles that could facilitate smallholder-
friendly development of agricultural value chainsstimulate poverty-reducing growth across
African countries.

I.3. The Contribution of Agribusiness Development ad Trade to the CAADP Growth and
Poverty-Reduction Targets

Figure 1.1: Impact of Agricultural Growth on Growth
Agriculture as an engine of growth in the Rest of the Econom

The contribution of EL gVl AGR. GROWTH AND INDUSTRIAL GROWTH

development and trade to the CAAD
agenda derives from the wider implicatiof
of faster agricultural sector growth for th AGRIC. ‘ INDUST.
overall economic growth and developmel ' GROWTH GROWTH
process, and the role of trade therein. Th
iIs now broad consensus that agricultu

growth (a) contributes more than any oth 1% ‘ 1%
sector to overall income growth in rurg Growth To
areas where the bulk of the poor a 1.32%

vulnerable live and work; (b) stimulates
growth in other sectors of the economy by

expanding demand for goods and service Figure 1.2: Impact of Agricultural Growth on Poverty
that are produced outside the sector; and (¢ Reduction

reduces overall poverty, hunger, ai
malnutrition levels by raising the supply d
food while improving access to it throug
higher incomes in rural and other sectors| & swop
the economy.

Ethiopia

The above relationships are demonstrated
empirical studies in Africa and elsewher
Figure 1.1 illustrates the relationshi
between agricultural growth and growth ‘ ‘ ‘ ‘
the rest of the economy based on a summ 20 40 60 80 100
of a large number of studies across all maj National Poverty Rates (various years)

Source: Badiane and Rosegrant (2006); Badiane ana&pen
(1995
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Economists have long stressed thg
critical link between overall trade,
economic development, and growth. A
key conclusion from the literature is that,
at lower levels of development, the
stimulus for structural transformation
and growth must come from internal
demand, which, in turn, is fueled by
growth in the agricultural sector.
Globalization ~ has introduced a s
significant change in the growth 25|
dynamics mentioned above. Falling
transport costs, developments in
international finance, higher levels of
trade exchange with the rest of the
world, and a greater degree of openneg
in domestic economies have togethe O Nger | Senegal | zambia | Burkina |
gradually reduced the dominant role of Faso
domestic demand in  stimulating
structural transformat!on and gl‘(_)Wth. Source: Badiane and Rosegrant (2006); Badiane and

These factors explain why Africa’s spencer (1995)

situation today is quite different from

that of Asia in the 1950s and 1960s, despite thguient comparisons. In Asia, the greater role
of internal demand, combined with lower levels rfeenal competition in domestic markets
during that period, meant that supply-raising agtizal technology advances could go a long
way toward meeting part of the growth challengesTim principle, explains the extent of the
success and impact of the Green Revolution. Africanntries today find themselves in a
different situation. Globalization and related astmean that advances on the supply side are
more intricately linked to factors on the demandesiAfrican countries not only need to
produce more, they also need to “sell” better inrfeore competitive domestic as well as
external markets in order to raise supplies.

and developing countries. Figure 1 Growth in the Rest of the Economy
sector and the decline in the national rat¢
= mm) oo
Growth To
1.83%

shows the relationship between per
AGR. EXPORT AND DOMESTIC GROWTH
of poverty for selected African countries.
Figure 1.4: Incremental Rural Income from

world regions, covering both deveIOpE Figure 1.3: Impact of Agricultural Export Growth on

capita income growth in the agricultural

Globalization and the role of trade in the EXPORT - INDUST.

agriculture-led growth process GROWTH GROWTH
US$1Additional Revenue from Agricultural Tradables

Figure 1.3 summarizes the relationship betweencalgmral export growth and overall
economic growth based on the same cross sectigtudies and regions cited earlier. The
positive contribution of agricultural trade to irae outside the sector is also documented at
the local level. Figure 1.4 shows the additionalvgh in rural incomes outside agriculture
that emanates from a US$1 increase in the salagrafultural commodities outside the rural
areas, including in local, regional, or foreign k&is. The numbers indicate that adding US$1
to farm tradable income could increase total incdipeUS$2 to US$3. In other words, a
sustained expansion of revenues from agriculturadiycts that are traded in local, regional,
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and international markets would result in an insesi@ overall incomes in the local economy
that is at least twice as high as the initial iasein incomes in the agricultural sector itself.

Therole of reglonal trade and Integration Figure 1.5: Projected Increase in Intra-African Denand

Although neglected or even discouraged

for quite a long time, domestic and cross-

border trade can make a significant
contribution to future agricultural and I
economywide growth in African countries. B
The projected demand and revenue growth =

in these markets will by far exceed the J o |
projected growth in foreign export
markets, for commodities as well as for
nontraditional high-value products, as

illustrated in Figure 1.5. While foreign

demand for commodities and high-value
exports is projected to grow from US$8
billion and US$3 billion in 2000,
respectively, to roughly US$10 billion in  Figure 1.6: Evolution of Volume of Agricultural Exports by
each category in 2030, demand in loc African Countries Compared to the Global Average
and regional urban food markets acrc 125 (20002100

Africa is expected to jump from US$5

billion to US$150 billion during the sam 120 1
period. The potential income that farme
could derive from these various marke
by 2030 amounts to a total of US$4
billion from foreign export markets, and &
much as US$30 billion from domestic ar 105
cross-border markets.

Source: NEPAD Secretariat, 2005

115 A1

110 A

100 -

Despite the importance of the potenti o ' ' ' '
contribution of domestic and region: 2001 2002 2003 2004 2005
markets to future agricultural growth an [— =wora
food and nutrition security, foreign expo

; ; Figure 1.7: Evolution of Value of Agricultural Exports
markets and trade in general still have a by African Countries Compared to World Average

Africa |

vital role to play. Demand in these (2000 = 10C
markets, as indicated earlier, is expected to 160
grow by an additional US$20 billion over 155 |
the next 20 years, and African countries 150 1
should maximize efforts to seize large o
shares of these revenues. 135 4

130 1
125 4

The export performance of African

120 1

countries since the turn of the century 115
indicates that it is entirely possible for 110 1
Africa to expand its share in the oo
international export market. As illustrated o

T T T T
2001 2002 2003 2004 2005

in Figures 1.6 and 1.7, agricultural exports
from African countries have grown much

Africa |

Source: Badiane (2007b). Data from WTO Internatidnade
Statistics, 2007, and UNCTAD) Trade and Development
Report. 200

|— = World
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faster than the world average, in both volume aaidesterms, between 2001 and 2005. It is
very tempting to explain the recent improved expgmatformance by the increase in world

market prices. It is clear, however, that this ¢ the first time that African countries have

witnessed increasing prices in foreign export miatk€hey have, however, so far not been
able to exploit these opportunities to stop thdideg trends in agricultural exports, let alone

increase their share in the market by growing fabtn the rest of the world. It is more likely

that the reforms of the preceding 15 to 20 yearsehmdeed increased the supply
responsiveness of African countries to changestarmational prices. The objective under the
Pillar Il agenda should seek to sustain and explaisdstrong export performance.

A summary of the discussion above on agriculturaivgh and trade multipliers indicates that
the implementation of Pillar 1l should seek to &sfei at least a 4% annual growth rate of
agricultural output and exports in order to indaagrowth rate of 6% in the overall economy.
It is true that the 6% growth rate is set only fioe agricultural sector. The outcome of the
country-level analysis in support of the CAADP rdtable process indicates that a growth
rate of at least that magnitude would be requirgdide agriculture as well in order to ensure
that the poverty and nutrition MDGs are met. Thacadfural multipliers also indicate that
achieving the 6% agricultural growth rate wouldseagrowth in the nonagricultural sector to
about 7%, which, given the average sector shares]dwsustain the current economywide
growth at about 6%. Finally, the level of multiplieffects from tradables in rural areas
suggests that a successful Pillar 1l agenda, wihimhld allow African smallholders to capture
the estimated US$30 billion in potential additiomaome in regional markets, would raise
rural incomes by up to another US$60 billion. Tbheatdbution to poverty reduction and food
and nutrition security would be substantial.

Il. THE PILLAR Il FRAMEWORK: OVERVIEW  AND STRATEGIC APPROACH

The primary goal of the framework is to guide theilitating and coordinating roles of the
NEPAD Secretariat, leading RECs, and country gavennts, as well as actions by all other
major stakeholders, in particular the private sectarmer organizations, civil society
organizations, and the development community. Thenole of the Pillar Il framework in
the country-level roundtable process will be tovite technical support in terms of quality
assurance for the analysis and to function as @astiguide to the design of investment
programs. The framework highlights the main roleds action areas of key stakeholders:
public sector (African governments, RECs, AU/NEPAPWivate sector (private companies,
farmer organizations and trade associations [FO))TAsd development partners, bilateral as
well as multilateral.

The basic strategic vision and approach to achgevire objectives laid out above are
summarized in Figure 2.1. The objectives are (aqtget efforts to expand the supply base in
order to respond to future demand opportunities @)dto develop value chains to raise
competitiveness in domestic, regional, and foregport markets. The following steps should
be followed in developing country strategies angdestment programs at the national and
regional level:

Step 1. The starting point consists of (a) the identificat of a portfolio of strategic
commodities, ranging from basic staples to highuggdroducts, that exhibit short- and long-
term market opportunities and potential commergmbducts that would allow the
acceleration of broad-based poverty-reducing graaviti (b) careful deployment of country
and regional resources around these commodities ABo Figure 2.1).
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Step 2: The second step is to review and align investna@uit trade policies so as to fully
exploit demand trends in domestic/regional markeaslitional export markets, and emerging
markets, in particular in Asia, associated withaheve commodities (Box B).

Step 3: Countries and sector actors then need to idenkigy types of regulatory and
institutional changes and partnerships and alligticat are required to build the technical and
commercial capacities of FO/TAs, as a strategy riaadily expand the supply capacity of
smallholders and other farmers to respond to tbeeademand (Boxes C, D, and E).

Step 4: The government, agribusiness, financial sectad, farmer organizations identify the
strategic investments and models of public-privaggtnerships (PPPs) and business-to-
business (B2B) alliances to overcome the conssdntthe development of smallholder-
friendly value chains in the strategic commoditgtees, including the fertilizer and other
modern inputs sector (Box F).

Step 5: Concomitantly to the national processes, couniy gegional stakeholders specify,
under the leadership of RECs, the necessary eftortk roles to (a) harmonize country
strategies to facilitate the emergence of crossidroagricultural growth poles and (b) link
these poles to the main transport/communicationsdoos within and across regions in order
to create regional development domains with moverdified growth patterns (Boxes G, H,
and I).

Step 6: Based on the above, RECs and member governmewtdoderural infrastructure
strategies to develop the required complementdrgstructure to link the above development
domains with national consumption centers and paibts to foreign export markets (Box
10).

The approach outlined above necessitates the fidatibn of strategic commodities and
sectors. An indicator can be obtained by multigyitme estimated short- and long-term
growth rates of demand for such commodities with #ghhare of people employed in the
corresponding sector along the supply chain. Theator can be calculated for each of the
three market segments addressed in Box B to shew thlative contribution to poverty-
reducing growth, which in turn would help fine-tumarket-specific strategies. Governments
and private sector actors, including farmers ara tbrganizations, can use the action tools
listed in Box K to successfully implement the Rilleagenda in their countries.

The major transport and communication corridorsyvai as river basins that have a high
agricultural production potential, are shown inUfigy2.2. The overlapping of these corridors
and production zones yields the potential develogrdemains referred to in Box I. Current
efforts to develop the described corridors seeméarimarily dictated by the location of
mineral resources and are entirely disconnecteah fitee consideration of exploiting these
agricultural-based development domains (see Boxifidisated in Step 5 above, additional
efforts must be undertaken under Pillar 1l to depethe complementary infrastructure to
strengthen the agricultural dimension of the camsd including regional irrigation initiatives
to facilitate the exploitation of the productiondagrowth potential around river basin areas.
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Figure 2.1: Conceptual Framework for Implementing Rilar 2
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Figure 2.2: Infrastructure Corridors and High- Potential Agricultural Zones
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Box 1: The Sub Saharan Africa Transport Policy Progam (SSATP)

SSATP

* Established in 1987, the Sub-
Saharan Africa Transport Policy
Program (SSATP).

* SSATP is an international
partnership of 35 Sub-Saharan
Africa (SSA) countries and the
Regional Economic Communitie
(RECs) of Sub-Saharan Africa.

* SSATP is funded by 11 donor
agencies — the European
Commission, Sweden, Denmark|
Norway, Ireland, United
Kingdom, France, African
Development Bank, Islamic
Development Bank, United
Nations Economic Commission
(UNECA), and the World Bank.

SSATP Regional Integration and Transport Initiatives

The Trade and Transport Logistics component ofl889s led to:
¢ Creation of guidelines for trade and facilitaticlwgrams
And the Railway Management component led to:
« Creation of guidelines for railways concessioning
» Concessioning of several African railways and mainyhem show
efficiency gains
East and Southern Africa Corridors
« Northern Corridor (serving Kenya, Uganda, Rwanda, Burundi, and
eastern DRC)

- Establishment of a one-stop border post at Malebaween Kenya and
Uganda) — expected to nearly halve the transit time

- Reduction in truck turnaround times between MomlzashKampala
from 10 days in 1995 to 6.25 days in 2005

* North-South Corridor (serving DRC, Zambia, Zimbabwe, Malawi, and

Botswana)

- Monitoring at Beit Bridge has identified the cauaes actors for the
delays; the sensitization process has continuedigfirthe Beit Bridge
action plan committee

- Establishment of one-stop border posts at ChiruAdmbia, and Beit
Bridge have been initiated

- Establishment of corridor management group is aypess

- Dar es Salaam security audit has been completed

Central African Corridors
. CEMAC and ECCAS Caorridors
- Conducted a workshop, organized by Comité Inteonatidu Bassin du
Congo-Oubangui-Sangha (CICOS)/SSATP in October 2086
identified for the first time many issues regardiraffic flow
impediments along the Congo basin

West African Corridors
. UEMOA and ECOWAS Corridors
- Establishment of a one-stop border post at Cinkévesveen Burkina
and Ghana), which is under construction, and advqrdst at Paga
(Burkina and Ghana), which has been initiated
- Adoption by member states of an agreement/memonaradu
understanding on the establishment of corridor memeent
committees/groups in Western Africa
Action taken by government of Ghana to reduce tiraber of authorized
checkpoints between the port of Tema and the bafdBurkina Faso to four
checkpoints

Sources: Torero (2007)
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lll. USING THE PILLAR FRAMEWORK

The framework would not be complete without the cHpmation of a set of tools and
instruments that can be used to implement the rewnded activities and measures. Given
that production, processing, trade, and other iietsvalong the value chain are carried out by
the private sector, the most promising tools tolement the strategies proposed here are
those based on PPPs and B2B alliances, togethertinat necessary policy and regulatory
measures to ensure the lowest possible unit cdstkirig the supply base with the demand in
the three market segments. These and other todl;atmuments are described and discussed
in detail in Table 1.

As indicated above, the primary goal of the framedwis to guide the facilitating and
coordinating roles of the NEPAD Secretariat, legdRECs, and country governments, as
well as actions by all other major stakeholders,particular the private sector, farmer
organizations, civil society organizations, and deselopment community. This guiding and
facilitating role is best defined in the contexttleé main tools and instruments that have been
identified to support the implementation of thdgsilagenda. Table 1 describes the tools and
actions that should be pursued by the differentigso

[11.1. Pillar 1l Framework Function in the Country Process

The role of the Pillar 1l framework in the countixel roundtable process will be to provide

technical support in the following areas:

* Quality assurance for analysis

» Support to and guidance for the design of investrpesgrams

* Tools and analytical instruments for the followiagks:

Monitoring and evaluation (M&E)

Stocktaking

Stakeholder analysis

Reviews of sector performance

Institutional capacity assessment
o Identification of priority drivers for growth

* Provision of and access to best practices andriedsarned

» Facilitation of partnerships and alliances to legerresources and achieve economies of
scale

© 0O O0OO0Oo

[11.2. Relations between Pillar Il and Other Pillars

The framework recognizes the need of for strongslinetween Pillar 1l and the other three
CAADRP pillars. The main value added by Pillar llvde to draw attention to the value-chain
requirements and orientation of activities thatwardertaken under other pillars, as follows:

» Pillar | focuses on extending the area under sustainabte reanagement and reliable
water control systems. The main linkage betweetarBill and Il will be centered on
activities needed to improve productivity at thenfdevel, such as the development of
irrigation schemes.
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Table 1: Roles and Action Areas by Key Groups of Aors

=)

PUBLIC SECTOR PRIVATE SECTOR DEVELOPMENT
TOOLS PARTNERS
e Bilateral and
INSTRUMENTS i i i i
African Country RECs AU/NEPAD| Private Sector FO/TAs Financing Multilateral
Governments Companies Institutions
Partners
Establish
partnerships to build Establish
required partnerships
commercial Establish with
PPPs infrastructure and partnerships with governments
strengthen Partner with Establish partnerships| governments and | and companies
commercial and Partner with private| private sector on with governments and| private sector to buildto improve Partner with public and
technical skills of | sector to remove | major Africa- leading FO/TAs for commercial, regulatory private sectors on maj
FO/TAs for value- | barriers to wide Pillar 11 value-chain management, and | environment for Africa-wide Pillar Il
chain integration |transborder trade |initiatives development technical skills lending initiatives
Promote alliances Create alliances with Set up
between domestic and| other FO/TAs and | mechanisms for
B2B foreign firms and with | private companies fgrcredit and risk
Alliances FO/TAs for enterprise | access to reporting and
growth and market technologies and collateral
integration markets enforcement
Advocate elimination
Work with member of domestic and Advocate policies | Advocate
Policy and governments to regional trade barriers| and regulations that | effective
. Align policies and | harmonize country and harmonization of | ensure autonomy, |regulations for | Align development
Regulation regulations with trade and country trade policies, | good governance, | collateral assistance policies wit
pillar objectives and agribusiness sector| including norms and | and undistorted inputrealization and | objectives of Pillar Il
principles policies standards and output markets | enforcement |agenda
. Participate in
Review . Participate in CAADP | CAADP Partnership
Benchmarking Partnership Platforras | Platform as well as
and M&E well as regional and | regional and country

country forums

forums
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Pillar 11l focuses on increasing food supply, reducing hureyad,improving responses to
food emergency crises. One of the main linkagewdss Pillars 11 and Il will involve
the linking of food aid with commercial trade ircid markets. These two pillars will also
harmonize activities for the development of infrasture and productive capacity among
vulnerable groups to promote pro-poor growth angdrowe food security through higher
incomes and better-performing markets.

Pillar IV focuses on improving agricultural research andrieldygy dissemination and
adoption. The main linkage to Pillar Il concerns thrgeted development of technologies
to meet the technical challenges of specific segsn@iong the value chain.
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IV. KEY PILLAR STRATEGIC AREAS

Actual implementation of the agenda under Pillas tio be carried out through the following

five main clusters of activities, or strategic aeguided by the vision described above and

using the tools listed in Figure 2.1:

* Area A: Raising competitiveness and seizing opportunitregslomestic, regional, and
international markets

* Area B: Investment in commercial and trade infrastructoréower the cost of supplying
domestic, regional, and international markets

* AreaC: Value-chain development and access to financralces

* Area D: Strengthening the commercial and technical caieacaf farmer organizations
and trade associations

* Area E: Benchmarking and monitoring and evaluation

Strategic Area A addresses issues related to Bbyasl 2 in the Pillar Il framework outline
(Figure 2.1). Area B deals with Boxes 7 to 10, A@with Box 6, and Area D with Boxes 3
to 5.

IV.1. Area A: Raising Competitiveness and Seizing fportunities in
Domestic, Regional, and International Markets

Trade in general, and agricultural trade in paléicuplays a crucial role in stimulating
economic growth and reducing poverty and food amtlitron insecurity. Research results
from a large sample of countries over several dexathow that a 1 percent increase in the
growth rate of agricultural exports increases therall rate of economic growth by 0.04 to
1.83 percent (Figure 1). Furthermore, an increniént@me increase of US$1 from tradable
goods was shown to generate additional income tvfdsn US$1.50 and US$2.50 in rural
areas of selected African countries (Figure 2).v@osely, a 1 percent decline in the export
price of Benin’s main export crop, cotton, was shotw lead to a 0.5 percent decline in
incomes in the growing zones and a nearly 2 pergemtase in the overall number of
households falling below the poverty line.

Figure 1—Impact of agricultural export growth on growth in the rest of the economy
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Source: O. Badiane and M. Rosegrant, “Past perfocsand future prospects for agricultural develapnaad
food security in Africa,” paper presented at theliBaentary Conference on NEPAD (New Partnership fo
Africa’s Development), May 15-18, 2006, Capetowoutd Africa.

Figure 2—Incremental rural income from US$1 additimal revenue from agricultural
tradables
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The loss of market share in regional and intermafi@xport markets thus imposes substantial
costs on African economies in terms of missed gnowfrican countries cannot meet the
growth and poverty-reduction objectives under them@rehensive Africa Agriculture
Development Program (CAADP) (see Box 1) unless tingyrove their trade performance
and reverse their decline in market shares. Thegt mdopt strategies targeting not only
international, but also domestic and regional, retrk

Challenges and Emerging Trends

CAADP’s agricultural trade agenda will need to addr longstanding and emerging
challenges in order to allow African countries taweessfully compete in domestic, regional,
and international markets. Among the most importdithese challenges are the following:

* Production challenges Changing market trends and conditions under ¢jlcddaon
pose challenges to production systems and prodiyctithe unit costs of supplying
national, regional, and foreign markets and facognpetition in these markets can be
high. And it can be difficult to establish and agter businesses in other segments of
the value chain. In addition, there is a need featgr agroindustrial capacity to adjust
the supply of agricultural commodities to changaapsumer tastes and preferences.
Finally, farmers, agribusinesses, and process@s better access to finance.

* Inadequate quality standards and market and trade kowledge systemsHigh
quality norms and standards are crucial not justdaching international markets, but
also for reaching expanding domestic urban markeisough concerted effort, it is
possible to build national quality management systeGlobalization has raised the
complexity of obtaining and managing market ingghce, but there are sufficient
technological avenues to improve knowledge on dardi, trends, and outlooks in
local, regional, and international markets.

» Barriers to trade. African countries need to remove their own polieyd
administrative barriers to trade. In addition, anber of Africa’s trading partners
place tariffs on African exporters and subsidizpaeis to Africa (Figures 1 and 2),
while trade preferences granted to African coustdeliver less value than expected.
These global trade regimes need to be reformedtakfrcountries also need improved
trading infrastructure, which is a major determinahthe competitiveness of local
goods in all markets from domestic and regionahternational.
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Responses and Opportunities for Action

The most important opportunities to be targeteddiseussed here. The core elements of a
program to exploit these opportunities are sumredrin Box 2.

» Opportunities in traditional export markets. African countries can successfully
compete in international agricultural markets. Otlex past five years, the rates of
growth in the volume and value of Africa’s agriculil exports have exceeded the
world average (Figure 3). Irrespective of the ontemf the Doha Round, the target of
the CAADP agenda in this area should be to enaBlE&sRand their member countries
to (1) identify the factors behind the recent sgsc@ order to sustain and expand it;
(2) exploit demand in the emerging economies ofAmid Latin America for food,
raw materials, and processed goods; and (3) dewttafegies to reap potential gains
related to higher world market prices and the emgrdiofuels sector. The agenda
should also seek to strengthen the negotiationcti#gs of African countries to push
for a reduction in global protectionism.

Figure 3—Volume and value of agricultural exports ly African countries compared
with world average, 2001-05
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the implementation of the Comprehensive Africa Agiture Development Program,” report prepared far t
NEPAD Secretariat for the meeting of the AfricanrtRarship Forum, Algiers, December 2007. Data from
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World Trade Organizatiornternational trade statistics 2007, and United Nations Conference on Trade and
Development (UNCTAD)Trade and development report 2007.

Source:

Opportunities in domestic and regional markets.Demand in Africa’s urban and
regional markets is expected to grow from its aurkéS$50 billion to US$150 billion
over the next 25 years (Figure 4). Furthermordpredd trade and integration of cross-
border markets can significantly help stabilize #digs in local food markets. The
CAADP agenda will therefore involve working with RE and their member countries
to (1) eliminate barriers and disincentives to érawnl local and cross-border markets;
(2) scale up existing efforts to modernize regidrading systems and facilitate cross-
border trade; and (3) treat regional trade and etatkvelopment as a key criterion in
infrastructure development strategies.

Figure 4—Projected increase in intra-African demand
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implementation concept note (Midrand, South Afr2@05).

Opportunities in emerging export markets. Most of the growth in foreign demand
for Africa’s agricultural exports will take place the emerging economies of Asia and
Latin America, many of which apply high tariffs #frican exports. Furthermore,
changes in production, labor markets, and demanditons will increase costs and
reduce the competitiveness of these countries theenext couple of decades. RECs
and their member states should therefore (1) séekger partnerships between
Africa’s agribusiness sector and agribusiness opeyan these countries; (2) reflect
market and production trends in these countriesaional agricultural development
strategies; and (3) work toward establishing trageeements with China, India, and
other leading emerging economies.

Financing and partnership models for value-chain ehancement. The agenda

under Pillar Il should (1) identify successful mtsdef partnerships and alliances
currently operating across African countries, s¢hém up, and promote their transfer
to more sectors and countries; (2) help individoauntries develop partnership
strategies to engage with the private sector; ad help smallholder farmers

transform their organizations into credible comnarentities.

Strengths to Build Upon

African countries have a number of strengths uphbitkvthe CAADP agenda can build.
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Production and consumption potential. Agricultural growth is resuming and
accelerating in a number of countries, so a keyl gbahe CAADP agenda is to
sustain and accelerate output growth in order Yalfise the productivity gap with the
rest of world and (2) capture a greater share efrising demand for food and other
agricultural commodities.

Regional markets and potential for cross-border trale. Several promising efforts
to facilitate domestic and regional trade in adtimal commodities are under way at
the regional and country levels. To build on thegengths and boost domestic and
cross-border trade, the CAADP agenda will includg the modernization and
harmonization of standards, norms, and grades sac¢rasonal markets and (2) the
promotion of modern trading systems, including tevelopment of regional and
national commodity exchanges.

Proximity to global markets. African countries are well positioned to beconrgéa
players in international agricultural markets thaudé their proximity not only to the
large European market, but also to Middle Eastemh Asian markets. Long-term
trade strategies of African countries should refigowth and consumption dynamics
in these export markets.

Private sector role and capacity.The CAADP agenda can build on the prevalence of
smallholder farmers and small- and medium-scaleerprises by facilitating (1)
strategic public-private partnerships to meet thstitutional, infrastructural, and
technological challenges associated with the ssectagmentation and (2) business-
to-business alliances among entrepreneurs wittdroatside Africa.

Policy dialogue and partnership. Open and inclusive dialogue, the creation of
knowledge systems and capacities, and strengtheslexy and strategy planning and
implementation, can greatly improve growth, poveayd food and nutrition security
outcomes. CAADP-wide peer review and dialogue mses can be established at the
regional and national levels and supported by RegicStrategy Analysis and
Knowledge Support Systems (ReSAKSS), which areadireoperational in several
African regions.

New and emerging value chainsNew value chains based on local food staples and
traditional food recipes hold great promise for vgito and poverty reduction,
especially if they integrate smallholder farmeree TCTAADP agenda in this area will
focus on (1) scaling up the successful cases halfaaross African countries and (2)
developing chains to target rapidly growing urbaarkets in Africa and in middle-
income countries outside Africa.

Proposed Early Actions for Pillar 1l Area A

The proposed early actions under each strategac seeve as entry points to scaling up the
Pillar 11 agenda at the country and regional levélsey target key areas and activities that
respond to needs that are broadly shared acrosstriezuand regions, hence requiring
collective action and lending themselves to ecoesnaf scale. In several cases, they start
with pilot programs that can be scaled up as implaation proceeds.
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Agricultural trade facilitation. The objective is to create an institutional, returig
and policy framework that will boost regional tradad cross-border investment.
Indicative activities include building the capaegtiof the RECs to develop and operate
agricultural and trade policy surveillance systamsnonitor and remove barriers to
cross-border commodity movement, to collect andsetisnate information on
regional trade flows, and to study trends in regiooommodity markets. Other
indicative activities include creating trading pbatns to better link international
supply and demand and reducing the cost of traiesacin regional staples markets
by building on East African efforts to develop @immal commodity exchange and
replicating these efforts in West Africa.

International trade advocacy and negotiations skii. The objective is to build
international trade advocacy and negotiation skillbetter articulate African interests
in bilateral and multilateral trade negotiations arder to remove foreign policy
distortions that limit market access and affectdbmpetitiveness of African exports.
Indicative activities include establishing full-taxregional and national negotiating
teams with mechanisms for effective coordinatiopaditions and representations and
providing short-term training in international teagolicies and negotiation processes
to equip these teams with the skills to effectiielymulate and represent regional and
country positions.

Quality management and certification services prowion. The objective is to
develop systems for managing quality and certifypngducts to facilitate compliance
with international trade agreements and overcommentnical barriers affecting the
growth of African exports. Indicative activitiescinde strengthening regional and
country legal and institutional frameworks and hanming quality laws, standards,
regulations, and policies; establishing integragadlity information management and
reporting systems at the country and regional vahd creating and strengthening
certification agencies, facilitating the accreddaat of regional and country
certification services providers, and strengthemjoglity monitoring and enforcement
capacities at the country level.
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Box 2: Strategic Area A: Raising competitiveness ahseizing opportunities in domestic,
regional, and international markets: Core program @mponents

a. Raising and sustaining performance in traditional ad foreign export markets:
(i) identify the factors behind the recent growth irrigdn agricultural exports in order to transfer the

success to a larger number of countries and thesesiain and expand the strong trade performgnce

of the past five years;

(ii) exploit the fast-growing demand in the emergingnemoies of Asia and Latin America, in particulaf:

a. seek stronger partnerships between the local agjnibss sector and agribusiness operafors

in the above regions;

b. reflect long-term market and production trendshiese countries in national agriculturp

development strategies;

c. work toward establishing agricultural trade agreet®avith India, China, and other leadirjg

emerging economies;

(iii) develop strategies to compete in the emerging bisfaector, focusing on oilseeds and traditiopal

indigenous plants; and

(iv) strengthen regional and national negotiation cdigacipreferably organized around RECS, in orgler

to accelerate the reform of protectionist globalligies and safeguard African interests (in

international trade agreements.

b. Raising competitiveness and expanding trade in doragc and regional markets:
(i) eliminate regulatory and administrative barrierd disincentives impeding or raising the unit cdst|o
moving goods to local and cross-border markets;

(i) develop quality management and certification sewisystems and harmonize standards, norms,fand
grades across national markets;

(iii) modernize regional trading systems, including teeetbpment of regional and national commodity
exchanges;

(iv) establish within RECs trade surveillance and kndgtesystems to monitor policies and barrierq to
trade and provide information on demand dynamicklang-term trends in regional markets; and

(v) invest in transport infrastructure corridors tdklinigh-potential production zones and major market
areas within and across regions.

c. Building partnerships and alliances for value chairenhancement:
(i) identify successful models of public-private parthgps (PPPs) and business-to-business (BRB)
alliances to raise value chain competitivenesslestteem up, and promote their transfer to more
sectors and countries; and

(ii) establish targeted PPP and B2B alliances to devbleapacity of smallholder farmers and their
organizations to act as credible commercial pastherbanks, processors, input dealers, and other
operators along the value chain.

d. Integrating smallholder farmers and medium-scale eterprises:
(i) develop required strategic public-private partngsho meet the institutional, infrastructural, and
technological challenges associated with the sedi@gmentation; and

(i) foster B2B alliances, not just among African entemgurs, but also between African and outsjde
operators to create scale and promote integratiorthe traditional and emerging value chains.

e. Improving sector governance and the policy environmnt of the trading sector
(i) deepen and refine positive sector policy refornd eontinue to improve management of exchamge
rate, trade, and fiscal policy regimes; and

(ii) carry out necessary regulatory and administragferms to enhance the operations of input dealers,
output traders, and financial and advisory servipesiders.
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IV.2. Area B: Investment in Commercial and Trade Irfrastructure to
Lower the Cost of Supplying Domestic, Regional, anthternational
Markets

The development community is increasingly in agreeimthat providing adequate hard
infrastructure (like telecommunications, electafion, water, and rural roads) is an important
step in alleviating poverty and providing more éghle opportunities for citizens in
developing countries. In infrastructure developmétitica has lagged behind the Western
Hemisphere, even trailing behind Latin America.sTgap has normally been attributed to
geography and the initial condition of Africa’s iaétructure.

The slow development of an efficient regional t@oration infrastructure has impeded
growth in regional and international trade and major barrier for landlocked countries. It
has also created disincentives to domestic prigatdor and foreign direct investment in
Africa. Although in some cases firms can make updeficient infrastructure services by
investing privately, such substitutions impose #@ddal costs. Moreover, some types of
infrastructure services—such as transport infratitine—cannot be easily substituted.

Limited access to infrastructure in rural areasl@@ncourage the emergence of powerful
groups of actors who could control local agricidtumarkets and retard the integration of
smallholder farmers into major value chains. Infiacture should not be restricted to capital-
intensive forms (like roads and ports), but shaalkb include commercial and postharvest
infrastructure such as markets and storage, gragamkaging, and processing infrastructure.
Moreover, the development of the first categoryirdfastructure should seek to generate
complementarities with the second category, suchbyaseducing barriers to smallholder
integration into input and credit markets and othegments of agricultural value chains.
Infrastructure for information and communicationhreologies (ICTs), in particular, offers an
opportunity to reduce asymmetries of informatiord &o open new local, regional, and
international markets, particularly for high-valpeoducts for which transaction costs are
significant. Finally, a regional approach to infrasture development can provide an
opportunity to create the economies of scale nacgse lower the cost of meeting rapidly
expanding infrastructure demand.

Challenges and Emerging Trends

Key challenges and emerging trends related tostrivature are the following:

» historically much stronger telecommunications avatrlinkages between Africa and
other regions of the world than among African coiest

* low population density, which significantly raisg® amount of resources needed to
build, operate, and maintain infrastructure in raraas;

* rapid urbanization, which is gradually shifting demd from dispersed rural areas to
urban centers, raising the demand for infrastrectarlink food domestic supplies to
the growing consumption centers;

» strong need for postharvest infrastructure to Befall farmers extend the shelf life of
their crops, as well as add value to them;

e growing pressure to (1) upgrade trade infrastrigcturch as airports, ports, and roads;
(2) develop infrastructure corridors, in particutaad and rail network corridors; and

36



(3) adopt regional policies to better coordinatertoy infrastructure priorities and
promote effective interconnection of national roetiworks; and

the increasing competition from emerging markets fylobal resources for
infrastructure development.

Responses and Opportunities for Action

Developments in several areas create opportuiitiesany countries and regions.

Renewed interest in agriculture and infrastructure development The importance
of infrastructure, especially roads, has been arapbwn by the experience of Asian
countries. The need to sharply increase public stments in rural infrastructure,
roads, and communications in order to improve ntaskeess by African farmers is
now widely recognized.

Public-private partnerships for infrastructure development. The public sector
must play a facilitating role in infrastructure @spment to open the possibility of
private sector investment in road transportatiorvises. Such investment in turn
would increase the willingness of development magno scale up investment in
infrastructure development. Governments must astabésh regulatory mechanisms
and legal frameworks to level the playing fieldveeén new-entrant companies and
incumbent operators. In addition, they need to tergertnership opportunities for
small-scale infrastructure investments in ruralagresuch as postharvest and other
market-related infrastructure, to integrate smadlaofarmers into local, regional, and
international value chains.

Regional coordination to raise returns to infrastructure investments
Infrastructure in Africa requires an integratedioegl approach. Improved roads and
ports in Tanzania, for example, can help landlockedntries such as Malawi and
Uganda trade more efficiently. Therefore, Malawil dasiganda have a direct stake in
road and port improvements in Tanzania. Better dioation of infrastructure
development plans between countries could resuhigher returns to investments,
stronger growth linkages, more regional and foredjgrect investment, and more
stable local food markets.

Strengths to Build Upon

A number of strengths could help Africa sustainida@and long-term infrastructure
development for value-chain growth.

Africa’s relative proximity to foreign markets and the existence of large
transborder market areas African countries have greater access to forengmkets
than to domestic and regional markets, where afggnt potential remains largely
underexploited. The low quality of trade-relateérastructure in Africa implies that
policies and investments to raise the level andityuaf infrastructure would yield
high returns. This is particularly true if such ententions are carried out in a
coordinated manner to exploit regional compleméntar and in a way that links
infrastructure to areas with high production patdnt
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RECs’ capacities to coordinate and manage regionahfrastructure projects.
RECs are increasingly better positioned to fadditaollective action to boost the
guantity and quality of investments in infrastruetulevelopment. Better coordination
of infrastructure investments creates economiescafe, reduces average costs for
participating countries, and, as a result, maké&sstructure projects more attractive
for private and foreign investors.

Knowledge and information infrastructure for trade and market access
Innovative use of telephones and access to thenkiteould play a crucial role in
reducing the asymmetries of information and trafgacosts and thereby increasing
the integration of farmers into regional, natioraald international trade networks. By
opening trading opportunities and supporting thecfioning of markets, improved
ICTs can increase the availability of food as veslimonetary income. Under the Pillar
Il agenda, ICTs can be harnessed to improve, famgke, the negotiating capacity of
farmers; information on market standards and requénts, including sanitary and
phytosanitary requirements; and diffusion of neadoiction technologies.

Infrastructure investments in ICTs to boost capaciy to deal with systemic
climate, health, and other risks. ICTs increase country capacities to deal with
climate, health, and other risks affecting thei@gtural production supply. They do
so by helping to improve (1) the quality of pubfjoods provision, such as health
services; (2) the quality of human resources, milgnahrough better access to
education; (3) the use or extension of existingadaetworks; and (4) the operation of
existing or new institutional arrangements to emg@opoor people and communities.

Sector Governance and Policy

Given the apparent failure of purely public-sediased services provision in the 1970s and
the failure of market-based alternatives to takarothe 1980s and 1990s, it is necessary to
search for institutional innovations that would Igiggreater success in African countries.
Governments should focus on the following approsche

A demand-driven infrastructure system.An infrastructure system that is responsive
to the needs of the agricultural sector and theashels of people living in rural and
remote areas is a prerequisite for social and enanaevelopment in Africa. At
present, the estimation of rural infrastructureestment is generally based on a needs
assessment for each sector at the national levtél little or no assessment of demand
and coordination at the local level where the sewwill ultimately be provided.

Market-led reforms. Compared with the provision of electric power aodds, the

development of telecommunications infrastructure Africa has been relatively
successful, thanks to technological progress, amdicplarly market-led reforms.
Lessons from such reforms will be helpful in chagtia future course of action for
infrastructure development.

Existing institutional frameworks. Governments can use existing frameworks to
introduce innovative institutional designs to reeluthe access gap in various
infrastructure categories. Such interventions ghoallow for the simultaneous
development of the legal, institutional, and retpria framework needed to advance
different strategies.
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* Public intervention. In remote poor rural areas, public interventionegded to close
the gap in access to infrastructure. Where the mpovent believes that services should
be provided beyond what a well-functioning marketl wffer, subsidies may be
justified, but the government must improve the fioring of the market so that
subsidies can provide maximum benefit when and avtiexy are needed.

* Public-private partnerships (PPPs).Practices that have proven successful usually
rely on market mechanisms and effective PPPs. RB#dre regulation and the
related legal framework to set rules for interactend minimize transaction costs
among various players.

Proposed Early Action for Pillar Il Area B: The Inf rastructure for Growth Initiative
(14Gl)

The proposed early actions under this as well Bsrdtrategic areas serve as entry points to
scaling up the Pillar Il agenda at the country eegional levels. They target key areas and
activities that respond to needs that are broddyesl across countries and regions and that
hence require collective action and lend themseloesconomies of scale. In several cases,
they start with pilot programs that can be scale@siimplementation proceeds.

The objective of the 14GlI early action is to deyeland implement a master plan to link
current regional transport infrastructure corrigoojects to potential agricultural growth
poles. Indicative activities will include identifyg the main agricultural growth poles in the
Union du Maghreb Arab (UMA), the Common Market fieastern and Southern Africa
(COMESA), the Economic Community of West Africarates (ECOWAS), the Economic
Community of Central African States (ECCAS), ane tBouthern African Development
Community (SADC) regions. Other such actions wilnsist of systematically reviewing
existing infrastructure corridor projects underbelation, specifying necessary modifications
to these projects as well as additional infrastmecheeds to link them to agricultural growth
poles within and across regions; elaborating sir@se to improve coordination of
infrastructure development programs at the regitadl and across countries; and creating
opportunities for partnerships to promote investmen regional infrastructure projects
oriented toward agricultural growth.
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Figure 1—Infrastructure corridors and high-potential agricultural zones
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Box 1

Strategic Area B: I nvestment in commercial and trade infrastructure to lower the cost
of supplying national, regional, and international markets: Core program
components

1. Value chain infrastructure development

(i) Upgrading of transport infrastructure, roads, ralsrts, airports, and expansion of rural
roads;

(ii) Investment in processing and market-related infnasire for assembly, storagg
grading, and packaging to accelerate integratiorsrofllholder farmers into valu
chains;

@iy Investment in innovative use of ICTSs, including ot and access, to improve market
operations, cut transaction costs, and integratdlisatder farmers into local, regiona
and export value chains; and

(iv) Expansion of other critical infrastructure, inclngdiirrigation, potable water, and rura
electricity and telecommunications.

2. Public-private partnership (PPP) for infrastructure development

(i) Build PPP platforms encourage the readiness of ptieate sector to invest in
transportation and trading infrastructure serviaad allow governments to play thej
roles more efficiently;

(i) Establish the required regulatory mechanisms alade legal framework to level th
playing field between new entrant companies andririent operators; and

(i) Create partnership opportunities for small-scafeastructure investment in rural areg
such as postharvest and other market-related tnicisre to integrate smallholde
farmers into local and export value chains.

3. Exploitation of regional complementarities in infrastructure development

(i) Build capacities to coordinate regional infrastamet projects and promot
complementarity between national infrastructureestinent programs; and

(i) Develop regional infrastructure corridors by saglinp investment in intraregiong
roads, railways, air transport, commercial infrasture, energy, and
telecommunications to link major consumption aregth high production potentia
zones.
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4. Sector governance and policy

(i) Clearly define the roles of the state, the privsgetor, and public-private partnerships
policies, program design, implementation, and fogdi

(i) Establish the institutional tools to harmonize oegil policies and regulations related fto
infrastructure, which could, for instance, be medehfter the example of the Europepn
Union; and

@iy Improve the investment climate and business enmient, including by creating a legal
system that can minimize corruption at all levalmong both local and external actors.

n
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IV.3. Area C: Value-Chain Development and Access tbinancial Services

The renewed focus on agriculture and agribusiresgyriority sectors for spurring economic
growth in Africa, calls for developing value chaitigt integrate producers and markets to
make the agricultural sector more responsive tsamer demand. The value-chain approach
builds on conditions in the consumer market and hemsges the interface, linkages, and
segments that connect the final product demandecbhgumers all the way to agricultural
commodities produced at the farm level. This madketen approach to formulating
investment plans, public policies, and partnerskopsitegrate smallholder farmers can bring
about the significant changes being sought in Afs@griculture and agribusiness sectors.

The key segments in the value chain are (1) theswuoer market, (2) trade logistics, (3)
packaging, (4) processing, (5) postharvest riskagament, and (6) agricultural production.
These segments may be different businesses, orrtaybe combined through vertical
integration. The strategic benefit of the valuewshapproach for Pillar Il of the
Comprehensive Africa Agriculture Development Progsa(CAADP) derives from the
contribution that public investments in agribussesd financial services make has to the
overall CAADP goal of 6 percent agricultural growtrhe Pillar Il objectives and activities
are summarized in Box 1.

Challenges and Emerging Trends

The most critical challenges and emerging trendis mispect to value-chain development
and financial services are the following:

» Fragmentation of the agricultural value chain at the production segment level
African agriculture is dominated by geographicaligpersed smallholder farmers who
produce limited surplus quantities. This geograpdmel quantitative dispersion of
farm-level supply has resulted in many barriersntrketing, which in turn result in
high product assembly and marketing costs, highafusccess to modern inputs, slow
diffusion of technical innovations, relative vulability to weather-induced supply
fluctuations, and in many cases low level of artdrres to productive investments.

* Limited availability of adapted financial services products. Banks and nonbank
financial institutions often cite the high costrebching individual smallholders as a
key constraint to serving the vast group of smaddlaoproducers. The Pillar Il agenda
will need to address the host of disincentives @gtacles linked to the sector policy
and regulatory environment in order to acceleraggasion of the finance industry in
Africa and promote the introduction of financiahgees products that are adapted to
the needs of smallholders as well as the smallrmedium-size enterprise operators
across the value chain.

* High cost of establishing and operating businesse®espite improvement in
governance effectiveness in a growing number ofcAfr countries, it is relatively
difficult to establish and operate a business iricAh countries compared with other
major regions. At the country level, the challemgy® reduce obstacles related to laws
and regulations affecting business registratioitgnking, worker employment and
compensation, property registration, investor ptide@, taxes, financial sector
transactions, and contract enforcement. At theoredi level, the challenge is to
rapidly advance toward establishing effective ecoicaunions.
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Responses and Opportunities for Action

Promising areas for response and action are disdusse. The core elements of a program to
exploit these opportunities are summarized in Box 2

Public-private partnerships (PPPs) and business-tbusiness (B2B) alliances
focusing on strategic commoditieand markets. Exploiting the opportunities created
by rising demand and prices will require both piévaector and public sector
involvement. Such partnerships would target agucatfriendly infrastructure
investments, including transport, information andhmunication technologies (ICTs),
and commercial infrastructure, as well as trainingstitutional support, quality
management, logistics, and market intelligencesttuce cost of doing business along
the value chain, as indicated in Figure 1.

Modernization of agricultural commodity trading systems. Recently established
trade associations in East Africa for dairy, coffgeains, and textiles highlight the
opportunities for organized commodity trade. Tra$sociations can help establish
commodity grades and standards and serve as \ehiclte establishing market
information networks. Better organization of comntpdrade also contributes to
strengthening existing commodity exchanges andsspioe development of new
exchanges, all of which is necessary to integraug stabilize local markets and
improve conditions for the creation and growth gfilausiness enterprises.

Figure 1—Segment-level cost-reduction actions
Available [

margin

Industry value chain

Prlmar_y _ Warehousing Retail and
production [ransport Processin and Keti
(farming) A distribution marketing

Innovative
methodologies to

process at the farm Efficient retailing
removes the need to streamlines the cost
transport ‘raw’ of selling to the end
produce consumer

New technologies
reduce the cost of
processing

Source: TechnoServe analysis

Source: NEPAD Secretariat (2005).

Effective communication of investment opportunitiesand changes in the policy
environment in Africa. The CAADP process is fostering renewed African and
international attention to key value chains in agjture. Converting this attention to
Africa’s agricultural sector into investments inveoty-reducing economic growth will
require advocacy on the continent and beyond tastoam international investors’
perceptions of risk with respect to investment inica. A few African countries have
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invested in country marketing programs, and stepednvestment by regional
economic communities (RECs) to promote Africa’s regibns would complement
these national efforts.

Strengths to Build Upon
Future strategies for value-chain development otghilly exploit the following strengths:

» Growing awareness of the opportunities and interesh value-chain development
Urbanization and changing consumer preferencesigaldath new developments in
distribution, processing, and packaging, have ¢ed tapid expansion of value chains
for traditional staples in many parts of Africa. oB&lization and advances in
communications technologies have also increasethtbeest of private sector actors
in value-addition opportunities in the traditiomalmmodity sectors.

* Demonstrated capacity by smallholders and commercidarmers to integrate into
value chains Smallholder farmers have, under the right coadgj participated in
fast-growing value chains as individual entrepresagaontract farmers, members of
out-grower schemes, and participants in other eotual arrangements. Smallholders
in most countries have successfully integrated m&tue chains in horticulture,
traditional export commodities, staple foods, meatdairy. Such successes should
and can be emulated and scaled up.

* Introduction of innovative mechanisms to deliver fhnancial services Advances in
ICTs and the process of administrative decentrtabimacan be used to improve the
supply of financial services to smallholder farmansl rural enterprises. Strategies are
also needed to build upon the rapidly growing memding institutions to extend the
reach of financial services providers into ruralas.

Levers for Agricultural Enterprise Growth and Value -Chain Development

A value chain must be seen and understood in its dontext, from the primary
producer/farmer through the final consumaAr.successful agenda to support value-chain
development needs to target (1) the factors thatraéne the success and failure of
agribusiness enterprises and (2) the type of ietdions that would raise the value accruing
to actors at each level of the chain. The pillaereta needs to focus on helping African
countries and private sector actors, including &r@rganizations, stimulate the process of
enterprise creation while effectively controllifggetfactors that lead to business failure.

Three key levers that African countries and privaeetor operators, including farmer
organizations, must concentrate on to stimulate tredue chains are (1) unit cost reduction,
(2) volume expansion, and (3) product value addlitiowill also be important to ensure that
as much as possible of the added value is capwithoh Africa, including by smallholders.

Financial Sector Development for Agricultural Value Chain Growth
Value-chain development is impossible without adeely functioning financial institutions
to provide funding for investment and business af@ns across the various segments.

Specific segments have different needs and capadtdiaccess finance. The pillar agenda can
build on the various types of financial institutsgmanging from commercial banks to group-
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based savings organizations such as rotating savamg credit associations (ROSCAS).
Financial institutions in most African countriesy particular commercial banks but also

microfinance institutions, in general lack the Iskito assess and manage risk related to
lending to agricultural production, processing, arelated enterprises (ARES). These
constraints not only limit absolute access, but al$d to the cost of credit. AREs, conversely,
lack the knowledge or skills to produce accuratéormation presented openly and

transparently (see Figure 2).

The focus of the Pillar 1l agenda in this areasasimarized in Figure 3, is to establish (1)
partnerships and alliances that can help lead tierlkenowledge among lending institutions
about AREs’ financial strengths, requirements, askk; (2) lending facilities that adequately
cover the working capital needs of ARE; and (3)gkvarm capital funding to support needed
investments in plants and equipment.

Proposed Early Actions under Pillar Il Area C

The proposed early actions under this and othategfic areas serve as entry points to scaling
up the Pillar 1l agenda at the country and regidexatls. They target key areas and activities
that respond to needs that are broadly shared sacatries and regions and that hence
require collective action and lend themselves tonemies of scale. In several cases, they
start with pilot programs that can be scaled uprigdementation proceeds.

» Agricultural investment and enterprise developmentplatforms. The objective is to
promote the adoption of effective and efficientlsofor PPPs and B2B alliances to
boost agricultural value-chain development. Indieatactivities would consist of
piloting platforms in 10 countries—5 each in then@oon Market for Eastern and
Southern Africa (COMESA) and Economic Community \West African States
(ECOWAS) regions—to remove the regulatory, techniaead financial obstacles to
enterprise creation and growth and to develop timengercial infrastructure and build
skills that would facilitate the integration of skthalder farmers into dynamic and
higher-value chains.

» Agribusiness joint venture fairs The objective is to expand joint venture
opportunities in agribusiness by facilitating cat$a between entrepreneurs and
investors in the early stages of enterprise creatroproduct development. The main
indicative activities are to (1) design a fair okl investors and entrepreneurs at the
business planning stage; (2) develop the capacidfeg\frican entrepreneurs to
participate in such a fair; (3) ensure the finahsisstainability of such an effort; and
(4) pilot the organization of such a fair in the KBBESA region.
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Figure 2—Barriers to adequate access to financiaksvices for agribusiness development

Typesetter: [INSERT LAST GRAPH IN ATTACHED DOG
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FIGURE 2

Figure 3—Intervention points to raise access to anteduce cost of financial services
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2. Improve Administration 2 Funding and Pricing issues
3. Credit Requests/Application 3. Improved approval processes
4. Compliance with credit terms. 4 Improved control processes
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Facilitate use of guarantees, Identify long-term funds to
risk insurance and other support term loans for
facilities: expansion, modernization and

renovation from non-bank
financial institutions
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» Fertilizer and seed systems developmentThe objectives is to speed up the
emergence of broadly accessible, cost-effective, @mpetitive seed and fertilizer
supply and financing systems and to significantise the use of both inputs by
smallholder farmers. Main activities include esthhg strategic PPPs and B2B
alliances between key actors along the seed atitizar supply chains to lower
transaction costs, facilitate access to financd, expand distribution networks. Early
actions will also build the institutional and commeial capacities of farmer
organizations to manage procurement and financirfig seed and fertilizer
requirements.

Box 2: Strategic Area C: Value-chain development ahfinancial services: Core program
components

1. Levers for agricultural enterprise growth and value-chain development

(i) Targeted actions on country- and sector-specifierd@nants of agribusiness enterprise growth;
(i) Priority interventions that raise the value accguio actors at each level of the chain focusing on:
a. Unit cost reduction;

b. Volume expansion; and
c. Product value addition.

2. Financial services sector development for value-ciragrowth

(i) Development of adapted credit information systems;

(i) Creation of new and strengthening of existing ratpuly mechanisms for collateral enforcement;

(iii) Provision of training and other capacity-buildingechanisms to improve risk perception and thus
reduce the barriers to as well as cost of borrowing

(iv) Mobilization of nonbank financial institutions (im&nce, pension funds, microcredit systems) to
ease access to long-term investment funds and @xpwmncial services in rural areas;

(v) Enhancement of agribusiness enterprises’ capaoitimprove business reporting and provige
satisfactory documentation in support of loan aggtions; and

(vi) Enhancement of banks’ capacity to provide affordafiexible, and innovative financial products
that meet the varied needs of AREs.

3. Sector policy and governance

(i) Stable and well-balanced exchange rate, monetadyfiscal policy regimes; and
(i) Conducive bank regulations, business and tradetidaxaregulation of business start-up apd
closing, legal compliance of business operationgpleyment laws, and contract enforcement.
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IV.4. Area D: Strengthening the Commercial and Techical Capacities of Farmer
Organizations and Trade Associations

The smallholder sector dominates much of Africa'sdpictive activity and its labor market,
and will continue to do so for the foreseeable it he sector therefore constitutes a core
component of long-term growth and poverty-reducstmtegies and should be at the heart of
efforts to expand the supply base and raise thepettiveness of African economies—in
particular the agribusiness and agriculture-relasedments. Given the large number of
farmers involved, the limited size of holdings, atf fragmentation of production, such
efforts must target farmer organizations and traskociations (FO/TAgh order to achieve
economies of scale and improve efficiency. The $aziuthis strategic area is to illustrate how
African countries can implement programs to sudadigsrevitalize the smallholder sector
and accelerate its integration into the growing higther-value chains of tomorrow. Effective
integration of smallholder farmers into the modamd higher value chains is critical to
achieving the competitiveness and market accesectdgs under Pillar Il of the
Comprehensive Africa Agriculture Development PrograThe Pillar's objectives and
activities are summarized in Box 1. Box 2 descrithescore program components under the
current strategic area.
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Challenges and Emerging Trends

Key areas of challenge related to efforts to

deepen and broaden the integration of

smallholder farmers into agribusiness value.

chains include the following:
A rapidly changing and increasingly
complex market environment The
increasing globalization of agricultural
markets presents African smallholders
with  considerably more complex
challenges than those faced by Asian
producers during the Green Revolution
era. African smallholders today need not
only to produce more efficiently, but
also to contend with far more logistically
complex and competitive markets.
Growing specialization in distribution
channels and logistics; rapidly changing
and differentiated consumer preferences;
and increasingly complex norms,
standards, and other  technical -
specifications place increasing demands
on the production and management skills
of the average smallholder.
Scale and fragmentation of supply
The challenges faced by the smallholder
sector in an environment such as the one
described above are augmented by the
limited size and spatial dispersion of
production units. These factors tend to
raise the unit costs of access to services
and markets and limit the range or
capacity utilization of technologies that
can be economically applied at the farm
level.
Low and slowly increasing
productivity . The factors discussed in
the preceding section tend to keep the
level of productivity of individual
holdings far below their potential.
Consequently, and despite the sector’'s
recent growth recovery, total factor
productivity has grown by only about 50
percent over the past quarter century,
and average productivity per hectare and
per farmer ranges between US$60 and

the past 20 years compared with an
increase of 2 to almost 3 metric tons for
the average developing country.
Inefficient integration into value
chains With the exception of producers
of major traditional and some high-value
export commodities, the large majority
of African smallholders tend to be cut
off from the remaining segments of the
agricultural value chains. The set of
constraints related to the market
environment, production conditions, and
access to services has the combined
effect of raising the cost and logistical
difficulty of linking the smallholder
sector to these segments. Issues such as
the quality, quantity, and reliability of
supplies often constitute significant
constraints, in addition to the cost of
assembly, storage, and transport.
Absence of adapted financial services
products. The fragmentation and scale
of smallholder production complicates
the provision of financial services and
raises the cost of financial
intermediation. The problem here is on
both the farming and the financial sector
sides. The lower levels of productivity
and limited integration into value chains
negatively affect the rate of return and
thus smallholders’ propensity to invest.
The size of operations and the dispersion
of holdings raise the cost of delivering
financial services by the banking sector,
which in turn raises the cost of credit to
smallholders who are ready to invest.
Hence, individually, smallholders are
unlikely to generate the necessary
demand for financial services to
stimulate significant investment by the
banking sector to meet their
requirements. The banking sector, for its
part, offers a limited range of services
that do not meet the requirements of the
bulk of smallholders.

US$120, with the lower levels observed Responses and Opportunities for Action

in southern Africa and the higher ones in Opportunities to respond to the challenges
West Africa. Average vyields in Africa described above lie in the areas outlined
have hovered around 1 metric ton overbelow.
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Rapid expansion of local demand and
growing cross-border trade A
multitude of factors will lead to
significant changes in domestic food
value chains in the near future. Such
factors range from the ongoing,
sustained economic recovery among a
growing number of African countries,
the continued population growth, the
rapid rate of urbanization, and the
expanding demand for food based on
local staples, to the greater integration of
local and regional markets and the
expansion of cross-border trade, as well
as the responses by the fast-growing
packaging, processing, and distribution

space for seed technology innovation to
making a significant contribution to

relaxing constraints related to cropping
practices and the need to customize
technologies to meet the conditions of
smallholders. For that to happen,
however, African countries will need to

adopt an entirely different attitude in the
biotechnology debate, which ought to
address the imperative need for African
countries to master biotechnologies for
their own use by creating domestic
capacities in terms of skills, laboratories,
and equipment to generate technical
solutions to the problems their local

producers face.

sectors. The consequence is that in mosstrengths to Build Upon
African countries, smallholder farmers Areas and factors of strength to support
will be facing rapidly expanding markets future strategies to integrate smallholder

at their doorstep. With good planning, farmers

into value chains include the

smart and innovative interventions, and following.

strategic partnerships between the public.
and private sectors and FO/TAs, this
demand potential can be tapped to boost
supply, create wealth, and reduce
poverty in rural areas.
Modern technology advances The
constraints related to technology, market
logistics, and access to services can be
overcome to a large extent through
innovative use of modern technologies,
in particular information and
communications technology (ICT) and
biotechnology. ICT is already being used
to solve market information and
intermediation constraints. It can also be
used more aggressively to revolutionize
extension services and overcome
physical and human capital constraints
to disseminating and accessing better
technologies and improved cropping
practices. Technologies are also being.
piloted in the area of financial
intermediation. Great value exists in
building strategic partnerships to
advance corporate interests, while
providing the kinds of solutions
suggested above.

Biotechnology’s potential
contribution goes beyond expanding the

Increasing FO/TA capacity for
mobilization, advocacy, and
partnership. The growing number of
relatively autonomous farmer

organizations in the smallholder sector
and their growing role in the post—
structural adjustment era provides an
effective entry point to plan and
implement interventions to reach the
large number of smallholders at a much

lower cost. The increasing
organizational capacities of farmer
organizations also facilitate the

establishment of partnerships and
alliances with the public sector and other
private-sector actors to broaden access to
and reduce the cost of services and
technology, as well as accelerating the
integration of smallholders into the local
agricultural value chains.

Relative flexibility and adaptability of
production structures. Smallholders
have few sunk investments and can thus
easily adapt production to new market
and technology demands to the extent
allowed by physical cropping conditions.
Moreover, the important yield gap that is
frequently observed among smallholder
farmers should make it easy to
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significantly boost supply in a relatively communication facilities, rural electricity,
short period of time. Efforts under this and water infrastructure. At the individual
pillar should therefore seek to link the farmer level, intervention should target the
market potential referred to above to thestrengthening of the technical and
smallholder supply base by augmenting management skills that smallholders need in
the wuse of conventional policy, order to master the commercial requirements
institutional, and technical instruments of producing for a competitive market and to
through innovative tools using current

ad Vanlcesl In teCh no l Ogy an d CURRENT FOCUS OF FARMER ORGANIZATIONS
organi zational manageme nt. Representation / Participation
Smallholder Farmer Integration a .
vocacy
Pathways Activism

Farmer organizations can follow different

strategies to promote successful smallholde

integration into agribusiness value chains. Ir ge=aeEE
the case of commodities with high potential building:
demand, the starting point for smallholders ¢ !nstitutional

o Technical

Autoform platforms

Government services

Public-private
partnerships

Business-to-business
alliances

who have not yet entered the market is tC e commercial

L

work on improving key products to meet the
requirements of the first segment of the
market that they are in contact with and to
help them enter the value chain as “produc
specialists.” The objective here is to upgrade
the position of the smallholders to become
effective chain actors. In cases where
smallholders have already entered the chair
farmer organizations face three options tc e e
intensify integration: () to develop TARGETED FOCUS UNDER PILLART
partnerships throughorizontal integration
with  other chain members, with successfully manage business risks and
specialization of smallholders in production product innovations. At the FO/TA level, the
and management through their focus ought to be on developing the chain
organizations, which act again partners; competence of farmer organizations by
(b) to add value to smallholder products expanding their access to chain knowledge
through vertical integration without and on modernizing their management and
involvement in chain management activities, business alliance practices.
so that smallholder organizations act as
chain activity integrators; and (c) to develop The Role and Evolution of FO/TAs in
ownership over the chain by expanding Promoting the Integration of Smallholder
management and other activities along theFarmers into Agricultural Value Chains
value chain, such that smallholder A major challenge in using FO/TAs as a
organizations act aghain owners. locus of intervention to deepen the
Interventions to support FO/TAs to integration of smallholder farmers into
implement value-chain integration strategiesagricultural value chains is the lack of
are required at three levels. At the sectoralsufficient customer service and business
level, such interventions would include the orientation among the majority of
creation of a sound input- and output-sectororganizations and associations, which
policy environment and development of the hinders their ability to deal with the
required basic infrastructure, such as roadscommercial and technical issues facing their

Business /
Entrepreneurship

Service / [ Advocacy /
Provision Activism
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members. In addition, in most cases such
organizations and associations are not
considered as credible partners by service
and finance providers or other actors along
the value chain. As a result, they fail to
exploit the potential for PPPs and B2B
alliances, which are critical to the
development of smallholder agriculture in
the  post-structural  adjustment era.
Consequently, a critical component of the
Pillar Il agenda focuses on investing in the
transformation of leading, non-apex
organizations and associations, as well as
their affiliates from primarily advocacy-
oriented organizations into market-driven
organizations that can efficiently provide
technical and commercial services to their
members and serve as credible partners to
banks, traders, processors, input dealers, and
other actors along the value chain. Such a
transformational process pursues three
complementary subobjectives (see Figure 1):
* institutional maturation, reflected in the
capacity of FO/TAs to apply effective
governance and management practices

that ensure transparency and
accountability;
e operational diversification, whereby

FO/TAs act more as credible economic
agents with greater business orientation
and focus on service delivery to
members as well as partnership with
other actors along the supply chains; and
 policy and regulatory alignment to

create the necessary legal and regulatory
framework to allow for the registration
and effective operation of FO/TAs as
business entities, as well as eliminate
disincentives in the areas of pricing,
marketing, input distribution, financing,
and technology, which discourage the
emergence of efficient FO/TA-based
agribusiness enterprises.

Proposed Early Actions under Pillar I,

Area D

 The proposed early actions under each
strategic area serve as entry points for
scaling up the Pillar Il agenda at the
country and regional levels. They target
key priority areas and activities that

respond to needs that are broadly shared
across countries and regions, hence
requiring collective action and lending
themselves to economies of scale. In
several cases, they start with pilot
programs that can be adopted and scaled
out as implementation proceeds:
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Figure

1. Integrating smallholder

farmers into value chains through farmer

organizations and

trade associations

(FO/TAS)

Designing and piloting effective value-
chain integration models for smallholder

elements among a selected number of
leading FO/TAs.

Designing and piloting innovative
vocational training and workforce
development systems. The objective is
to accelerate the modernization of
farming systems by scaling up training

farmers. The objective is to develop and development systems in the future,
effective and scaleable tools to support and to ensure the long-term
partnerships and alliances among technological competitiveness of
governments, private-sector operators, Africa’s smallholder and agribusiness
and leading local FO/TAs to broaden sectors in the global agricultural
smallholder access to commercial and economy. Indicative activities include

technical services. Indicative activities

reviewing successful vocational training

include a systematic review of and workforce development models in
successful FO/TA models in terms of and outside Africa, and piloting
providing technical, financial, and prototype training systems in selected

commercial services to their members,
and the design of an action plan to
facilitate adoption of the critical model

countries under the coordination of
leading regional farmer organizations
and their national member organizations.

BOX 2
Strategic Area D—Strengthening the commercial and technical capacities of farmers organizations
and trade associations: Core program components

1. The role and evolution of farmer organizations and
trade associations in promoting the integration of
smallholders into agricultural value chains 1.

serve as credible business partners to other
actors along the value chain.
Smallholder farmer integration pathways

(i) Institutional maturation of leading local FO/TAs a. Development into “chain actors” as product
through the adoption of more effective governance specialist, which is often the first step in theeaf
and management practi¢c@ghich is required for FO/TAs with smallholdermembers that are
them to serve as vehicles for the integration of predominantly outside of the value chains;
smallholders into the emerging and dynamic value b. Intensification of chain integratids the next step

chains; and applies to FO/TAs that are already in contac
Operational diversification of leading local with the value chain; such intensification can take
FO/TAs through the acquisition of the necessary place along the following three axes:
technical, commercial, and financial resources such l. partnership with other chain members
as to enable them to: through horizontal integration with FO/TAs
a. efficiently and effectively fulfill all major specializing in production as “chain
technology, market, and finance related needs partners”;
of their membership; and Il value addition through vertical integration,

b. Develop into business oriented entities that can with FO/TAs evolving into “chait

(ii)
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IV.5. Area E: Benchmarking and Monitoring and Evaluation

The implementation of CAADP Pillar Il requires seale innovations of institutional
arrangements, which will need to be carefully manatl over time. In this regard, it is crucial
to include an information system for benchmarking anonitoring and evaluation (M&E) of
the process. For the proposed M&E system, sevetitees will be implemented, as shown
in Figure 4.9.

Figure 4.9: System of Monitoring and Evaluation

> | Information Dissemination System for All Local, National, and Regional
Stakeholders
A
DBta%eIine f Monitoring Progress/ Outcome
atabase o Indicators Performance Assessment
Monitoring and Evaluation
Impact
Indicators - ‘—'~\
- i
Review \ o Program
and Policy Dialogue l »  Adjustment
* , Compact
Roundtable Implementation
Preparation / Phase
Phase
. —
\ Information Flow - »
, Regular collection of
, information and indicator
\ 7 analysis through ReSAKSS
L

The first activity includes the identification ofsystem of general indicators for the overall
process. The next step is to identify the souradsetused to obtain such information. The list
of possible sources includes censuses that havedresill be implemented by the different
government agencies; the information collected @ RKSS and country knowledge system
nodes; household surveys; and surveys of spedtialsservice providers. A specific format
must be designed for information requirements fa different agencies involved in the
implementation process. The next step is to colteet information from the identified
sources—permanently over time—and measure the temolof the monitoring and impact
indicators identified. All this information shoutden be uploaded into an Internet-accessible
database so that each country can follow the ewolwf its monitoring and impact indicators
over time and relative to other countries in thgioe.

The benchmarking and M&E system serves to assegggss against stated goals and helps
identify the weaknesses and strengths of past appes and hence possible future
improvements. For these purposes, the selectiomdafators must be linked to the analytical
framework used in the framework strategy. Thisadipularly critical in providing a basis for
analyzing cause-and-effect relationships and fentiflying why goal indicators (such as an
increase in trade) changed the way they did, howhraf the change was due to planned
interventions, and what could be done better irfubgre.
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The framework has identified a list of indicatoosbie tracked and has suggested an approach
to implementing an effective benchmarking and nwmg system (see Annex Il). Actual
implementation will take place under the leadersifilReSAKSS. The sources of data, the
collection methodology, the data format and stas&laand the monitoring and reporting
procedures will all be an integral part of ReSAKSS.
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THE COMPREHENSIVE AFRICA AGRICULTURE
DEVELOPMENT PROGRAM (CAADP)

FRAMEWORK DOCUMENT FOR PILLAR I
INFRASTRUCTURE, AGRIBUSINESS DEVELOPMENT, AND MARKE T ACCESS

ANNEX I: BEST PRACTICES

1.AREA A BESTPRACTICES: RAISING COMPETITIVENESS AND SEIZING
OPPORTUNITIES IN DOMESTIC, REGIONAL, AND INTERNATIONAL MARKETS

One of the main constraints for the developmentregfional trade relates to the obstacles to
transborder trade. The Common Market for EastechSouthern Africa (COMESA) region provides
a good example of the commitment to overcome thesstraints by implementing a trade facilitation
program and regional market development for stégud crops.

Best Practice Al: Regional Agricultural Trade Exparsion Support Program (RATES)

RATES is a commodity-focused initiative that cuthgrsupports seven commodity value chains,
including specialty coffee, maize, rice, beanstarotand textiles, and dairy; its overall goal is to
support the region to increase the volume and waflagricultural trade within the region and wittet
rest of the world.

RATES seeks to improve the East and Southern Afriemional business environment by taking
actions that

* strengthen institutions,

* improve the availability of technologies,

e increase public-private sector cooperation, and

* reduce policy and regulatory constraints, therebgviding the foundation for reducing food

insecurities in the region and creating a condu@wmgironment for agricultural trade and for
establishing market linkages and value addition.

The key ingredients for the success of this traddifation program are as follows:

» A commodity-focused approach with emphasis on a demmodities and staple food crops as
well as on promoting agricultural trade

» Stakeholder analysis to identify key private an@lpusector leaders in the respective commodity
areas who could lead policy change and innovatioth iaform and shape both national and
regional strategies in the respective commoditasre

» Extensive national and regional consultative preesghat lead to a definition of regional policy
platforms in the commaodity focus areas

» Creating private sector networks at the nationatll@and linking these at the regional level to
create regional trade and industry associationdinvin commodity focus area, resulting in
building common consensus and approaches on issudsas a common regional identity for
hitherto fragmented national entities

» Linking regional approaches to global trends aneeltgments by linking the regional trade and
industry associations to respective internationgties and organizations such as the International
Dairy Federation (IDF) for dairy, the Internatior@bffee Organization (ICO) for coffee, and the
International Cotton and Textiles Advisory Cour{t@AC) for cotton

» Promoting linkages and market access and estafdigiiatforms for information sharing through
dedicated Web-based trade linkage sites that anencality specific

» Staging major international conferences and exbiistthat bring together key players along the
value chains (producers, suppliers, equipment naatwrfers, processors, distributors, financiers,
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retailers, and others) from the region and globalhus ensuring linkages between regional
development and global dynamics and trends

» Creating a framework for private sector organizagi®o buy into the programs and to provide
leadership in their areas of interest, thus engwsustainability

Best Practice A2: The Development of Staple Food @ps in the Regional Market: The “Maize
without Borders” Strategy in the COMESA Region

Regional trade in cereals in the East and Southffica region is being promoted through the “Maize

without Borders” strategy, which emphasizes theahof barriers to regional grain trade to enable
key staple food crops, including maize, to moverfreurplus to deficit areas unimpeded. This is the
only way that both governments and industry playens have confidence in the market and move
away from the current ad hoc approach charactebiyqueriodic import/export bans toward a rational

and predictable regional grain market. It is recoguh that this cannot be achieved overnight but
requires a systematic approach over time.

The establishment of the Eastern Africa Grain COBAGC) in 2006, which brings together players
in the grain industry value chain from East Afread other COMESA countries, provides a regional
institutional framework, as in other commodity sesf to address issues affecting the grain industry
the region in a holistic manner.

The EAGC is promoting the concept of structuredlitrg systems (STSs) aimed at encouraging
governments to move away from equating food segcwith holding physical stocks, and to instead
use modern market instruments such as commodityagges, hedging, and collateral management in
order to mitigate risk and be assured of the aiila of grains from within the region in the everf
shortfalls that may need to be bridged in individoauntries. As government confidence in these
systems increases, it is expected that this walll [® less government intervention in the market an
therefore to a more stable and predictable regigrsah market.

The STS is to be linked to the warehouse recegtesy (WRS). The advantage of the WRS is that it
enables all farmers, both large- and small-scaleproduce to agreed standards. This means that
farmers are not limited by the size of the locatkeabut can produce to feed into the large rediona
market provided the produce meets the requirediatds for grains to be accepted into the WRS.

A major emphasis is on better organization of tfengsector in individual countries. Most countries
have a strategic grain reserve, millers associagpwoduce board, or similar structure in place,
including the presence of food aid agencies thae larole to play in the grain sector (such as the
World Food Program [WFP]). However, there is oftencoordinated forum at the national level to
bring these players together, resulting in ovedagd suboptimal use of resources. The aim is to work
with countries to put cohesive institutional stures in place. These structures will then form the
basis for implementing STSs under the ambit of B&GC, commodity exchanges, or similar
organizations.

Best Practice A3: The Dairy Sector in East Africa

Since the formation of the Eastern and SoutheritdfrDairy Association (ESADA), the dairy sector
in the region has become better organized, ane thas been an appreciable move from harmful
competition to healthy competition as a result mafréased information exchange, networking, and
partnerships among industry players in the daigtaen the region. Key interventions in the dairy
sector have involved dairy market expansion andnptin, addressing nontariff barriers to regional
dairy trade, enhancing the capacity of ESADA toweelservices to its members, and initiating aydair
investment and finance program.

A major marketing tool for the dairy sector hasrbéiee African Dairy Conference and Exhibition
(ADC&E). Launched in May 2004 in Kenya, the ADC&EBdhbecome not just a major regional dairy
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event but also an international event attendeddbtjgipants from Europe, the United States, an@dAsi

This event adds value to ESADA members in promotingducts on regional and international
markets and in providing linkages between buyedssatiers—not just for finished dairy products but
also for the supporting industries such as supplieir feed, equipment, chemicals, packaging
materials, and specialized services to the daitystry.

ESADA works through the national associations tdcwht is linked. The overall strength of the
regional association is therefore dependent orstifeagth of the national associations. The national
associations in turn work with producers at thenfégvel. The producers are encouraged to form dairy
cooperatives, as this makes it easier to extendostighrough an organized group. Farmers are also
supported in improving the handling and storagemitk through better hygiene practices and
standards. Thus, the regional association linkbdonational and to the grass roots at the farrallev
This is a two-way process, which ensures that ¢éggonal body is informed about what happens on
the ground and, in turn, the national body benéiis) best practices set at the regional level.

2. AREA B BEST PRACTICES: INVESTMENT IN COMMERCIAL AND TRADE
INFRASTRUCTURE TO LOWER THE COST OF SUPPLYING DOMES TIC, REGIONAL,
AND INTERNATIONAL MARKETS

There is no universal remedy to the existing pnoisl®f access to infrastructure and institutionsl, an
best practices depend on the degree of institutideselopment in each country. Public-private
partnerships (PPPs) have been resorted to freguemtefficiently close the access gap. Public
intervention alone is usually not cost effectivadasolated private initiatives also fail to delivel
services. Despite the rise in private sector ineolgnt in infrastructure provision and institutiotise
overall investment levels, particularly in ruraleas in Sub-Saharan Africa (SSA), are far from
adequate and much lower than in Asia and Latin AcaeBecause there is little evidence that rural
infrastructure and institutions are commerciallgble on a stand-alone basis, the role of the public
sector must be reinvented.

Best Practice B1: Small-Scale Irrigation (SSI): The&Kenya Example

In Kenya SSI development is one of the key stratedor land use intensification, with expected
positive effects on rural incomes and poverty adgon. Currently, 20% of the irrigation potential,
106,000 hectares, is already under irrigation; 20%his area is under SSI. About 15,000 hectares of
the area under SSI are cultivated by individuaimins, and about 35,000 hectares are under
communal irrigation schemes. The key charactesisticcuccessful individual SSI schemes include (a)
their establishment in areas where small farmeve kirect access to usable water resources close to
their fields, (b) access to finance, and (c) thésternce of opportunities to produce financially
attractive products. In the case of communal sckethey include (a) establishment in zones where
water sources are not immediately bordering agucail development areas; (b) significant investment
in irrigation infrastructure; (c) a minimum numbef participants, often 150 to 250 farmers; (d)
farmers’ exclusive responsibility over productiogcsions; and (e) access to finance, as in theafase
individual SSI.

Best Practice B2: Second-Generation Road Funds fémfrastructure Maintenance

The evolution of “second-generation” road fundsSSBA has been quite rapid since the idea began to
take shape in the early 1990s and since a first fifrnthis kind was established in Zambia in 1993.
There are currently at least 27 countries in SSth woad funds in place, and this number is likely t
increase further in the coming years as a resuingbing reforms in West and Central Africa. Road
funds have secured a more stable and predictatle df funds for road maintenance. However,
country progress varies widely, and although a trgumight have established a road fund, this does
not necessarily mean that it is either fully ef#fici or fully autonomous. In most cases, the
establishment of a road fund has not resolved rikefficiency of funds for road maintenance. The
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results also show that more efforts are requirechfture and sustain the efficiency gains thatccoul
derive from the improvement of road managementtigesand better use of available resources.

The key characteristics of successful road fundhide (a) a sound legal basis, with separate road
fund administration and clear rules and regulatifimsan agency that is a purchaser, not a proyaler
road maintenance services; (c) strong oversigha byoad-based private-public board; (d) revenues
that are incremental to the budget, coming fronrgdmrelated to road use and channeled directly to
the road fund bank account; (e) sound financial agament systems and a lean, efficient
administrative structure; and (f) regular technixadl financial audits.

A review by the World Bank describes the experisrarad performance of road funds across Africa as
follows. A total of 27 active road funds are ingaaof which 9 have been established since 2000, 7
them in francophone Africa. Of these, 18 are esthéltl by law and 12 have a board with a private
sector majority. In terms of funding sources, 1lddéunds rely on road user charges for 80% or more
of revenues. In nearly all cases, a fuel levy &shincipal means of implementing road user charges
The average fuel levy is US$0.08 and US$0.07 parfior gasoline and diesel, respectively. A tofal

11 road funds have their revenues channeled dirextiheir bank accounts. Only about one-third of
road funds are currently meeting routine mainteaaxpenditure needs on a regular basis.

Best Practice B3: Port Infrastructure and Managemeit The Nigerian Port System

The Nigerian port sectdras, for a long time, been recognized as one ofethe&t efficient and most
costly in the world. For years it was plagued vathunusual degree of centralization, leading toemor
inefficiency and lengthy decision-making proces$e<2005, a reform process was initiated with the
adoption of the “landlord” model, in which publinstitutions are responsible for regulation of the
sector and port planning, as well as owning pondland infrastructure. The private sector is
responsible for marine and terminal operations,essipucture, and equipment. The key reform
components included (a) creation of two autonompos and harbor authorities, (b) creation of a
National Transport Regulatory Commission (NTC), l{g)iting the role of the government (Ministry
of Transport), and (d) transfer of port operatitmprivate operators. Preparation and implementatio
of the reform followed three main parallel procesga) legal and regulatory reform, (b) labor refor
and (c) competitive and transparent transactionssdtect private operators. As part of the
implementation, a new port bill and an NTC bill kaeen introduced, labor redundancies with
severance packages have been undertaken, andr2éaleconcessions have been granted. In 2006 the
initial concessions became operational.

While the long-term benefits will take time to bew® evident, the improvement in port operations is
already having a positive impact. According to esvs by the Sub-Saharan Africa Transport Program
(SSATP), chronic delays in obtaining berthing spaearly vanished within a few months after private
operation of the Lagos container terminals begaadihg shipping lines to reduce their congestion
surcharge from 525 euros in March 2006 to 75 eura¥anuary 2007. Using rough estimates, the
reduction in congestion charges alone is savind\igerian economy about US$200 million annually.

Best Practice B4: Electricity, Information and Communications Technology (ICT), and Roads

A typology of selected best practices relatinglecticity and ICT and their key features is pradd
below. These are primary PPP-based interventiorsxtend services and access beyond what the
market would otherwise allow.
* Models relying on market forces

0 Bottom-up identification of demand

o Competition for the market

0 Subsidies allocated through market-based processes
* Models based on minimal regulation

o0 Freedom of business and technical choice

0 Attractive licenses designed to encourage growth
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o Limited price controls
o Cost-reflective access charges

* Resource mobilization models (dedicated or cormipetftinds)
o0 Road maintenance: fuel levy or road user chargesenrskegeneration funds
0 Telecomm and electricity: levy on profits from pate concessionaries or companies (1%—-2%
of profits)
Best Practice B5: Transport Infrastructure Corridor s: PPPs in East and Southern Africa

The corridors in East and Southern Africa have beeveloped using a variety of PPPs, both to
improve the transport infrastructure and to sinyplife procedures for cross-border movements. The
main experiences, based on a World Bank reviewsaremarized below.

The Maputo corridor: Concessions were used to develop the Maputodaornivhich connects the port

of Maputo with the industrial area around the Soéthcan province of Gauteng. The concessions
were used to rehabilitate the transport networklavproviding improved services. The port was
converted to private operation through an operatiomngession that also provided for rehabilitatibn o
its facilities. A build-operate-transfer (BOT) cassion was used to rehabilitate 380 kilometerdef t
highway between Witbank and Maputo and to constanctadditional 50 kilometers. The project
included a joint inspection facility at the bordérconcession to provide rail services in the cwrj
which included provisions to upgrade the rail llmktween Maputo and the border, was awarded to a
joint venture that included the South African railywcompany, Spoornet. This concession was also
provided for a one-stop inspection at the bordeest arrangements were successful in producing a
rapid improvement in service and increase in tafflowever, the emphasis on a purely private
initiative meant that insufficient attention was@n to improving border procedures.

The Trans-Kalahari corridor: This corridor was established in 1999 throughetfierts of the Walvis
Bay Corridor Group, a PPP. The corridor conneatspbrt of Walvis Bay with the rest of Namibia,
Botswana, and the Gauteng in South Africa. It alyd@ad good road connections and required limited
capital investment in the gravel road between Mawmand the South African border. An existing
customs union simplified cross-border movementse Torridor Group, which was established to
promote the use of the port, worked with customsadenents in the three countries to introduce a
single administrative document, a single set ofila#gpns, and a single bond as security for payment
This arrangement provided the industrial area aftiséfrica with an efficient outlet to the Atlantitt
allowed Walvis Bay to compete against larger rivalRichards Bay and Durban. Although its traffic
levels remain small, its general cargo volumes hapéed since 1999, and the number of vehicles
handled has increased eightfold.

The Northern corridor: This corridor offers a number of potential bergfihcluding the size of the
Kenyan economy relative to its neighbors, its prof to Uganda, and its transport infrastructure,
which though poorly maintained provides better ascdn order to promote transit, the Northern
Corridor Transit Transport Coordination AuthoritffGTTCA), which consists of ministers from the
four member countries, was formed to enforce ttamgieements, harmonize policies, and promote
use of the corridor. It established a stakehold®rsim to develop consensus between the public and
private sectors, including manufacturers, logisposviders, and financial institutions. It was ahte
convince customs to simplify clearance procedunesiatroduce a single administrative document for
road transit. It was also able to harmonize andaedransit charges. A concession for joint openati

of the Kenyan and Ugandan railways has been prdgaserder to improve their performance.

3.AREA CBEST PRACTICES: VALUE-CHAIN DEVELOPMENT AND ACCESSTO
FINANCIAL SERVICES

Best Practice C1: Smallholder-Friendly Export Promdion and Diversification: Céte d’lvoire’s
Projet de Promotion et de Diversification des Expadations Agricoles (PPDEA)

PPDEA's objectives were to diversify and expandaig agricultural exports in order to support the
government’s export-led growth strategy and to cedthe country’s excessive dependence on
traditional crops such as cocoa, coffee, and timber
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The main results achieved during project implemtntaare as follows:

An increase in the volume of exports: Some 100 producer associations and individugi®reed
more than 100,000 metric tons in 2002, worth mbentUS$100 million. This is compared to
78,000 metric tons in 1999; 56,000 metric tons 98, and 31,000 metric tons in 1996, before
project effectiveness.

Diversification of production: More than 25 potential products have been idedtifHowever, the
project focused on four promising subsectors: casig (15,000 metric tons produced in 1996,
100,000 metric tons in 2002), mango (6,000 metmstin 1995, 12,000 metric tons in 2002), cut
flowers (1,100 metric tons in 1995, 1,800 metricstin 2002), and essential oils (110 metric tons
in 1995, 300 metric tons in 2002).

These results have been achieved through the ggtraie export promotion and diversification
developed by the project, which provided suppoivesian producers in the following areas:

Market research, customer identification, meetinglidy requirements, trial shipments, packaging
assistance, obtaining pre-export finance, andvielip of sales and export shipments.

Product development and quality control via expaoidptive research.

Establishment of business relationships for privaperators engaging in the production and

export of products.

Export facilities upgrading. The abandoned airgartYamoussokro was rehabilitated by the

project and was opened to freight traffic. Befdre toup of 1999, on average 40 charter flights

transported products from Yamoussokro to the Ewppmarkets annually, with a peak of 80

flights in 1999.

Capacity building for agricultural producers’ andperters’ organizations. PROMEXA, an

interprofessional association with more than 100mbers, was created, along with seven

professional associations that were active in thgécific subsectors. PROMEXA was active and
successful at representing producers’ and expoitgesests.

o PROMEXA lobbied successfully for cargo charter Hligy to take off from Yamoussokro,
reducing the freight cost by 20%—30%.

o PROMEXA's intervention was instrumental in exempgtithe added-value tax on inputs, and
it played a major role in the drastic reductiorttef excise tax (Droit Unique de Sortie [DUS])
from 150 to 10 CFA per kilogram.

o PROMEXA provided technical assistance to suppounterpart operators in Senegal, Mali,
Guinea, Burkina Faso, and so on.

o PROMEXA was entrusted with the implementation oé& tBuropean Union’s Pesticide
Initiative Program (PIP) to meet the maximum lingésidue (MLR) standards.

Smallholders’ integration: 15,000 smallholders teen directly reached by the time of project

closing.

Best Practice C2: Smallholders’ Integration into Vdue Chains through Infrastructure
Development: Senegal’s Projet de Développement desrchés Agricoles et Ruraux (PDMAS)

PDMAS is a follow-up project to scale up the veugcessful Projet de Promotion des Exportations
Agricoles (PPEA), which itself was modeled afterte€€@’'lvoire’s PPDEA. PDMAS includes the
following infrastructure development as well as kedaccess interventions:

At the production level

o0 Rehabilitation of plots (drilling, water filtratiorsystems, secondary networks for micro
irrigation)

At the marketing and logistic levels

o Creation of infrastructure for product assembly ahighping

o Farm gate infrastructure: charcoal coolers

o0 Basic infrastructure for product sorting, gradiagd temporary storage

0 Local feeder roads

At the supply level
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o On-farm infrastructure for input storage

4.AREA D BESTPRACTICES: STRENGTHENING THE COMMERCIAL AND
TECHNICAL CAPACITIES OF FARMER ORGANIZATIONS AND TRADE
ASSOCIATIONS (FO/TAS)

Best Practice D1: National Smallholder Farmers Assmation of Malawi (NASFAM)

NASFAM is a national farmer membership organizatioat supports the formation and operation of
farm clubs to improve members’ access to profitdalening opportunities. Formed in 1997 by 14
farmer associations that emerged from the UniteateSt Agency for International Development
(USAID)-supported Smallholder Agribusiness Develepi Program, by 2004 NASFAM had
established 20 new associations to include over,0000 members in more than 5,000 clubs,
representing nearly 5% of farming households inaal Local clubs with 10 to 20 members are
organized into associations under the national alidbof NASFAM. NASFAM owns subsidiaries
that provide commercial and development supporvices to associations, clubs, and members.
NASFAM has a growing national advocacy role antlirice.

Critical elements of NASFAM'’s success include fangson motivated farmers and good business
opportunities, adequate market and client reseadohn starting new activities, concentrating on
developing linkages with a range of service prossdather than trying to provide too many services
itself, and a core focus on its own services forettgping market linkages, technical support, cagaci
building (literacy and management training), andegonance (with standard membership rules and
structures and financial management and auditingices). Club, association, and NASFAM
constitutions are carefully crafted to provide @lemembership control but also considerable
independence for professional managers and comaligreixperienced leaders. The provision of
certain services through subsidiaries also proveese protection from the bureaucratic interference
that cooperatives are potentially prone to.

Challengesto FOs | NASFAM strategy
Divergent equity, Strong business service focus and motivation fanbers and FOs
client, and Strong donor and professional emphasis on busngsse
leader interests Strong structures to separate FOs from busineggseaperations
Collective action Promotion of strong businessurelt
Focus on business services to individual members
Need for strong Strong leadership from professional staff, trustaed donors
leadership FO leadership encouraged within clear rules
(effective but not | Strong capacity building in business and governakiks and culture
overbearing) Strong accountability of leaders to members foeaffe services
Poor business Careful selection of areas, crops, and businesgkgyood potential
environment Close relations with range of service partners
Lack of business Direct provision of limited but properly supportedtical services by
services separately managed commercial service (later NASERM
Poor infrastructure | Donor subsidy to FO for professional capacity depelent and to supporting
Rapid change services separate from FOs
Flexible and imaginative management and structi@ggs, NASCOMEX)
Staged approach to expand scale and range of egrvic
Political interference Clear and enforced rules separating politics fr@anl€adership
Government Management strongly independent from governmentlose field-level
interference cooperation with government services
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Another critical element of NASFAM’s success liesthe ways it addresses the organizational and
contextual challenges outlined below, althoughoésinot work directly with food crops nor does it
directly serve the interests of the poorest and masginal sections of the rural population.

NASFAM has benefited from long-term, committed dosopport involving financial, technical, and
policy assistance. This support is steadily beingsed out, with the remaining financial supporhgei
concentrated on NASFAM's development rather than cmmmercial services. Challenges to
NASFAM include the difficult conditions for farmingnd business in Malawi, the need for further
diversification, and pressure both to reduce NASFaMIiance on financial support from donors and
to expand the scale and scope of its commerciatlamdlopment activities. Another challenge relates
to difficulties in supporting members’ access twaficial services outside the concentrated marketing
system in the tobacco sector, and the range ofiqad)iinstitutional, and economic difficulties feat

by that sector.

Sources: http://www.nasfam.org/; NASFAM annual mganterviews; and Overseas Development
Institute:Natural Resource Perspectives, Number 99, November 2005

Best Practice D2: Comité National de Concertation&l la Filiere Tomate Industrielle (CNCFTI)

Irrigated rice was the single most important crafiicated in the Senegal River valley following the
construction of the Diama and Manantali dams. Tikerdification of the agricultural production base
has quickly become a major challenge for autharitied local populations. The first step was to join
forces with a company (SOCAS) that was producingd) rocessing tomatoes in the area, with very
little outside supply from surrounding farmers. Tfegmers created a committee to pool these
resources to create a critical mass of supply aise their capacities to meet the plant’s techraoal
other requirements.

The committee made it possible for smallholdersn®et not just the quantities needed but also the
technical requirements, enabling them to becormialiel suppliers for the company. It also allowed
farmers to easily access credit through the folmaaking sector. Production and sales to the company
rose very quickly to reach 75,000 metric tons e§frtomatoes, covering 100% of domestic demand.

Key success factors for the project included thiewiong:

ills and mobilization capacity: Important to CNCFTI's success has been the fahuogation to join
the committee and specialize in tomato productiogether with the negotiating power resulting from
the size of the group—not just with respect to thestomer company but also with respect to
commercial banks and input suppliers. The commitise enjoys a strong lobbying capacity when
dealing with the government on issues related tosepolicies and approval of the annual loan
program by the agricultural bank (Caisse NationtdeCrédit Agricole du Sénégal [CNCAS]). Other
factors include the capacity to improve skills asrthe group and coordinate the planting, hangstin
assembling, and transport of fresh tomatoes.

Democracy and transparency: The membership is kept well informed of and pgrates in key
technical decisions by the committee. At the enéaxh season, the committee carries out an open
evaluation of the results and draws up plans ferdbming season, including tendering input and
financing to cover the needs of all members.

Financial capacity: Another important factor is the agreement betwd#em committee and the
processing company to contribute jointly to a fundserve as collateral for bank loans. For every
kilogram of tomatoes that is delivered to the comypaFA 1 is allocated to the fund (CFA 0.50 by
each party).

Technical and commercial services ddivery: CNCFTI is capable of meeting all the technicatl an
commercial services needs of its members. It hdablkshed a partnership with the public
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organization in charge (Societe d’Amenagement &ixploitation des Terres du Delta du Fleuve
[SAED]) to coordinate development in the delta aofathe Senegal River in order to provide
institutional support and technical services tanembers.

Key Characteristics of CNCFTI

Crop Participating Number of Number of Average loan Loan
Company Farmer Producers per organization| Repayment Rate
Organizations per year
(CFA mill.)
Tomato SOCAS 250 15,000 1.8 99%

Sources: Annual reports of SAED, CNCFTI, and CNCASHyea
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THE COMPREHENSIVE AFRICA AGRICULTURE DEVELOPMENT PR OGRAM
(CAADP)

FRAMEWORK DOCUMENT FOR PILLAR I
INFRASTRUCTURE, AGRIBUSINESS DEVELOPMENT, AND MARKE T ACCESS

ANNEX II: BENCHMARKING

1. DEFINING INDICATORS

For each of the subcomponents of the frameworlicétadrs are defined as shown in Tables Al to A4
below. These indicators will be used for monitorengd evaluating the impact of CAADP Pillar II.
Indicators are both intermediate (monitoring) antbat (impact evaluation) indicators.

2. EVALUATION METHOD FOR IMPACT AND MONITORING INDI  CATORS

Define for each indicator what method of evaluatgh be used: before-and-after, cross-section, or

double-difference analysis. The selection will bede using the following criteria:

*  Whether or not it is possible to specifically itlfnthe targeted beneficiaries

* In which case, an analysis of what would have hapgdo the beneficiaries if the project had not
been implemented would be carried out, assuminghleaindicator will not have changed, before-
and-after analysis is appropriate.

* In the case that the benefits of the project camipact all the members of the community, or
when it is not possible to clearly identify the b&aiaries, the selection of a control group muest b
made outside the community under evaluation. Ingypie, “similar” communities to the ones
participating in the project must be identified.€Bb “similar” communities will be used as control
groups.

3. DEVELOPING A BASELINE

The baseline refers to a collection of data regarthe beneficiaries that is gathered before tbgepr
interventions start. The baseline database muktdeall the necessary information to construct the
indicators to be evaluated. The development obtmeline will require the identification of differe
sources of information, which will be required tavie an initial size for each of the indicators
identified. To be able to develop the baselineheagional node of the Regional Strategic Analysis
and Knowledge Support System (ReSAKSS) will inclutle data collection for the indicators
identified. Because the information will not be dafale for some of the indicators, we propose to
develop a standardized survey that will be impletegracross countries to provide the information
necessary to measure these indicators.

4. PERMANENT SYSTEM OF INFORMATION
A permanent system of information will be developleugh the ReSAKSS and within each country

SAKSS. In addition, each country will have its o®GE model and social accounting matrix, from
which simulations of impact scenarios will be huilt
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Table Al: Benchmarking for Area A: Raising Competiiveness and Seizing Opportunities in Domestic, Remial, and International Markets

SUCCESSFUL OUTCOMES

MONITORING INDICATORS

IMPACT INDICATORS

DATA COLLECTION

Change in share volume plus
value of regional trade, within

and between regional economic

communities (RECs)

Positive growth in share of regional
trade, within and between RECs

17% of growth in total regional trade
in agricultural and food products

Collect data from all customs offices
in the country, disaggregated by
product and destination or origin

International trade: Capacity to
comply with international quality
and food safety standards

Establishment of system of
information on quality and food
safety standards in all countries

Increase in growth of high-value
exports to the foreign export market

[72)

Increase in volume share and value
exports to international markets

dCollect information on available
systems of information on quality an
food safety

Collect data from all customs officeg
in the country, disaggregated by
product and destination or origin

Harmonized trade policy and
regulation

Trade policy agreements between
RECs

Improved terms of trade for RECs

Information frorAdMap (Market
Access Maps) database developed
International Trade Center (ITC) ang
Centre d’Etudes Prospectives et
d’Informations Internationales
(CEPII) (http:/www.cepii.fr/ );
MAcMap has data on market acces
(bilateral applied tariff duties, taking
into account regional agreements at
trade preferences; information giver
at HSG6 level)

°Z

nd

Improved ability to participate in
trade negotiations

Number of countries with dedicated
teams of qualified experts for
negotiations

Improved terms of trade for RECs

Information frorAdMap (Market
Access Maps) database developed
ITC and CEPII (http://www.cepii.fr/
); MAcMap has data on market acce

by

?SS

(bilateral applied tariff duties, taking
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into account regional agreements af
trade preferences; information giver
at HS6 level)

Removal of international trade
barriers

Percentage reduction of internationg
trade barriers to African products

allmproved terms of trade for RECs

Information frorAdMap (Market
Access Maps) database developed
ITC and CEPII (http://www.cepii.fr/
); MAcMap has data on market acce
(bilateral applied tariff duties, taking
into account regional agreements at
trade preferences; information giver
at HS6 level)

Regional market/trade:

Fully liberalized regime markets
that facilitate free movement of
people, goods, and services

Share of processed goods in volumg
and value of regional imports and
exports

Quantify barriers to cross-border
trade

e Improved terms of trade for cross-
border transactions

Absolute reduction of barriers to
cross-border trade

Information from MAcMap (Market
Access Maps) database developed
ITC and CEPII (http://www.cepii.fr/
); MAcMap has data on market acce
(bilateral applied tariff duties taking
into account regional agreements at
trade preferences; information giver
at HS6 level)

International trade:
Increased volume of processed
goods to international trade

Share of value-added processed go
in volume and value of international
exports

obterease of 4% per year in share of
processed goods in volume of
international exports

Collect data from all customs officeg
in the country, disaggregated by
product and destination or origin

Domestic market :
Reduced police roadblocks

Reduced or eliminated district

levies

Number of roadblocks removed

Number and level of reductions of
internal levies on movement of
agricultural goods

Reduction of average transaction
costs on domestic markets of more
than 10%

Collect data on transaction costs for
intracountry trade

nd

$SS

nd

?SS

nd
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Table A2: Benchmarking for Area B: Investment in Canmercial and Trade Infrastructure to Lower the Cost of Supplying Domestic, Regional, and

International Markets

SUCCESSFUL OUTCOMES

MONITORING INDICATORS

IMPACT INDICATORS

DATA COLLECTION

Increase inter-REC flights

Number and frequencfligiits
within and between RECs

Harmonized quality standards withir]
and between RECs

17% of growth in total regional tradg
in agricultural and food products

Collect data from all customs officeg
in the country, disaggregated by
product, destination or origin, and
means of transportation

Better access to transport by
agricultural producers

Lower transport cost for agricultural
products

Reduction in average distance (km)
from farm households to all-weather
road

Increase in market accessibility of a
least 10%

I Measure level of road accessibility,
i.e., minutes to main markets and to
all-weather roads within countries

Better access to electricity in
producing areas

Number of farmers with access to
main power grid or to off-grid
electricity

Increase in nonfarm activities

Increased value added in
agroprocessed products

Measure number of rural household
with access to on- and off-grid
electricity

Measure nonfarm production over
time

(72)

Better access to irrigation
infrastructure

Number of hectares irrigated

Increase in shareilbfvated land
under irrigation

Measure change in number of
hectares irrigated

Measure change in share of cultivat
land

Better access to communicatior
infrastructure (ICT)

1 Increase in number of certification
service providers

Increase in number of price
information systems available

Reduction of average transaction
costs on domestic markets of more
than 10%

Measure penetration of cellular and
fixed phones

Measure number of information
systems based on ICT

Degree of penetration into

Number of protected markets

protected markets

accessed

Increase in share of imports into

Collect data from all customs officeg

protected markets

in the country, disaggregated by
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product, destination or origin, and
means of transportation

Better access to
marketing/trading infrastructure
along supply chain (postharves
infrastructure)

[

Share of exporters capable of meeti
international standards

Percentage of producers with acces
to modern market information syste

Number of value chains with
adequate infrastructure and actors’

nmcrease in total factor productivity @
farmers

n

share of volume using infrastructure

fMeasure total factor productivity of
agricultural sector

Table A3: Benchmarking for Area C: Value-Chain Devdopment and Access to Financial Services

SUCCESSFUL OUTCOMES

MONITORING INDICATORS

IMPACT INDICATORS

DATA COLLECTION

Increase in use of modern and
traditional inputs

Increase in use of modern and
traditional inputs per hectare

Increase in number of farmers using
modern inputs

Increase in yields

Measure evolution of yieldsrfajor
crops over time

Greater integration of
smallholder farmers into
organized, viable value chains

Percentage of produce in value cha
sourced from small-scale farmers

Number and percentage of small-
scale producers linked to value chai

necrease in income of small farmers
Increase in farm-gate prices

ns

Measure evolution of farm-gate pric
for major crops

Measure household income of the
rural areas using standardized Livin
Standards Measurement Study
(LSMS) surveys

Increased access to finance for
value-chain development

Volume of loans and range of
activities financed

Number of actors receiving loans

Increase in number of financial
products offered

Increase in production of small
farmers

Measure number of financial
institutions in rural areas

Measure increase in credit in rural
areas

Measure number of financial produg
offered in rural areas
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Increased income of smallholde
farmers from commercial
agriculture

rNumber of small farmers and farme
associations linked to dynamic
markets

L

Increase in share of smallholders’
income from commercial agriculture

Measure number of small farmers al
farmer associations linked to dynam
markets

Measure evolution of revenues of
farmer associations based on expor
of their products

Table A4: Benchmarking for Area D: Strengthening the Commercial and Technical Capacities of Farmer Orgnizations and Trade Associations

SUCCESSFUL OUTCOMES

MONITORING INDICATORS

IMPACT INDICATORS

DATA COLLECTION

Increased financial viability of
FOITAs

Number of capacity-building
seminars on financial management
FOs

Number and percentage of FOs witl
fariable business plans

1 Collect data on financial indicators d
FOI/TAs

ic

ts

="

Enhanced institutional and
governance capacities of FOs

Number of capacity-building
seminars on institutional governanc
for FOs

Evidence of functioning managemer
pand administrative structures

Share of own resources in operation
costs of FOs

ntCollect indicators on operative
capacity of FO/TAs

al

Increase in volume and
composition of services offered
by FOs

Variety of services offered by FOs

Number of tafgydervices offered
by FOs to members

Number of farmers receiving service
from FOs

Measure number of services provide

by FOs

rdvieasure number of farmers
benefiting from FOs’ services

2d

Enhanced capacity of FO/TAs t
participate in and implement
programs

pincrease in qualifications of
management staff of FOs

Number of programs implemented G
FOs

Number of programs implemented
successfully by FOs

y

Measure number of programs
implemented successfully by FOs

Enhanced capacity of FOs to
lobby

Number of policy positions
articulated formally by FOs and

Number of policy decisions promote
by FOs that are approved

dMeasure number of policy decisions
promoted by FOs that are approved

reflected in policy decisions
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