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1. 1. RegoverningRegoverning Markets:  Keys to Markets:  Keys to 
Inclusion of SmallInclusion of Small--scale Producers in scale Producers in 

Dynamic Markets in AfricaDynamic Markets in Africa



RegoverningRegoverning Markets:  Keys to Inclusion of SmallMarkets:  Keys to Inclusion of Small--
scale Producers in Dynamic Markets in Africascale Producers in Dynamic Markets in Africa

Changes in the Changes in the structure & governancestructure & governance of national & of national & 
regional regional agriagri--food markets in Africa food markets in Africa 

Challenges affecting ability of Challenges affecting ability of agriculture to contributeagriculture to contribute
to economic growth, poverty reduction & sustainable to economic growth, poverty reduction & sustainable 
rural development rural development 

SmallSmall--scale agriculture, which supports the livelihoods scale agriculture, which supports the livelihoods 
of rural poor of rural poor →→ poorly prepared poorly prepared for these changes for these changes 

Urgency for Urgency for anticipatory policy responsesanticipatory policy responses to to agriagri--food food 
restructuring restructuring →→ focus on inclusion of smallfocus on inclusion of small--scale scale 
producers in dynamic markets. producers in dynamic markets. 



BackgroundBackground
International International 2.52.5--year programme (2005year programme (2005--2007)2007) of collaborative of collaborative 
research & policy support research & policy support 
Understand keys to inclusion into Understand keys to inclusion into agriagri--food systems under food systems under 
different degrees of restructuringdifferent degrees of restructuring
Deepen research on implications & opportunities for smallDeepen research on implications & opportunities for small--scale scale 
producers & producers & SMEsSMEs & specifically & specifically 
–– To strengthen the empirical evidence base (C 1)To strengthen the empirical evidence base (C 1)
–– To understand what is To understand what is ““good practicegood practice”” in connecting smallin connecting small--scale producers scale producers 

with dynamic markets (C 2) & with dynamic markets (C 2) & 
–– Wider public & private sector policy arenas (C3)Wider public & private sector policy arenas (C3)

Focus on dynamic restructured national & regional markets Focus on dynamic restructured national & regional markets →→
displacing existing chains & their interface with displacing existing chains & their interface with 
smallsmall--scale farmers & local rural economies.scale farmers & local rural economies.



Impacts of restructuring on primary producers:
A conceptual framework
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Early lessons on opportunities for policy & Early lessons on opportunities for policy & 
interventionintervention (Zambia & South Africa)(Zambia & South Africa)……....

Importance of & Importance of & need for collective action & group formationneed for collective action & group formation

New models & partnershipsNew models & partnerships between smallbetween small--scale producers & the scale producers & the 
dynamic market players (need to reduce transaction costs)dynamic market players (need to reduce transaction costs)

Critical need for Critical need for skills acquisition & mentoringskills acquisition & mentoring (technical, (technical, 
business & managerial)business & managerial)

Quality assurance processesQuality assurance processes & need for sound technical & & need for sound technical & 
organizational organizational supportsupport to secure smallto secure small--scale producer market scale producer market 
entryentry



…….Early lessons on opportunities for policy & .Early lessons on opportunities for policy & 
interventionintervention (Zambia & South Africa)(Zambia & South Africa)

Greater transparencyGreater transparency in market & private sector in market & private sector 
regulation (incl. public sector local & municipal planning)regulation (incl. public sector local & municipal planning)

Shifting the Shifting the incentive frameworkincentive framework for the business sector for the business sector 
(incl. preferred supplier schemes, taxation policy)(incl. preferred supplier schemes, taxation policy)

Securing effective Securing effective AgriBEEAgriBEE implementation (South implementation (South 
Africa)Africa)

Tackling informal Tackling informal institutional & cultural barriersinstitutional & cultural barriers that that 
limit access & participation. limit access & participation. 



ProgressProgress
15 case studies on innovative practices15 case studies on innovative practices in connecting in connecting 
smallsmall--scale farmers to dynamic markets (2006)scale farmers to dynamic markets (2006)

Following case studies from Africa:Following case studies from Africa:
–– For business models For business models i.e. initiatives driven by private sector i.e. initiatives driven by private sector 

buyer:buyer:
–– For collective action models For collective action models i.e. models driven by farmer i.e. models driven by farmer 

group formation:group formation:

Rapid country assessments Rapid country assessments 

Country information sheetsCountry information sheets: Ethiopia, Tanzania, : Ethiopia, Tanzania, 
Zambia, Mozambique, KenyaZambia, Mozambique, Kenya
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2. Drivers of change2. Drivers of change

Forces influencing changes  in Southern Africa’s agro 
food systems include:

Market liberalisation Market liberalisation 
Regional integrationRegional integration
PrivatisationPrivatisation
New players e.g. RSA New players e.g. RSA 
since 1994since 1994
New retail formatsNew retail formats
Changes in consumption Changes in consumption 
& consumer preferences& consumer preferences

Importance of food quality Importance of food quality 
grades & food safety grades & food safety 
standardsstandards

TechnologyTechnology

Population growth, Population growth, 
migration, urbanisation  migration, urbanisation  

Increasing disposable Increasing disposable 
income due to the emerging income due to the emerging 
middlemiddle--income groupsincome groups



Examples of South African AgroExamples of South African Agro--food firms  into Africafood firms  into Africa

Shoprite group (Shoprite group (inclincl FreshmarkFreshmark))

SPARSPAR

Pick Pick ’’n Pay (also trades as Score; stake in TM chain in Zimbabwe) n Pay (also trades as Score; stake in TM chain in Zimbabwe) 

MakroMakro & Metro Cash & Carry& Metro Cash & Carry

Woolworths Woolworths 

Steers, Steers, NandosNandos, , DebonairDebonair’’ss Pizza Pizza 

AfgriAfgri

ParmalatParmalat

TigerfoodsTigerfoods

Premier FoodsPremier Foods

FoodcorpFoodcorp



Supermarket chains in SADC (2004)

Country Shop-
rite 

Pick ’n 
Pay SPAR Wool-

worths Total % 

South 
Africa 847 457 751 102 2 157 89.2

Botswana 3 11 26 2 42 1.7

Namibia 8 8 19 0 35 1.5

Zambia 18 0 1 1 20 0.8

Zimbabwe 1 53 70 0 124 5.1

Total 889 533 885 110 2 417 100*

•Do not add up due to omission of smaller countries

Adapted from: Various Supermarkets’ Annual Reports & Planet Retail (2004) 



Parmalat: Plant & Distribution Footprint



Challenges facing private sector Challenges facing private sector 
investment in SADC & Africainvestment in SADC & Africa

POLITICS / 
GOVERNMENTS

LABOUR/SKILLS ECONOMY

Unrest & instability Lack of local 
management expertise

Unstable exchange 
rates

Rapid leadership 
changes

Work permit problems Lack or reliable 
information

Over-regulation Expensive skilled labour High local 
transport costs

Bureaucracy Expatriate 
remuneration

Inadequate local 
infrastructure

Land issues Productivity / HIV/AIDS Corruption / 
ethics

Training Short term 
involvement



3. Opportunities for pro3. Opportunities for pro--poor poor 
agribusiness investmentagribusiness investment

SupermarketsSupermarkets

Primary industries e.g. marine fisheries Primary industries e.g. marine fisheries 
(SADC) & cashew nuts (Mozambique)(SADC) & cashew nuts (Mozambique)

FranchisingFranchising

High value productsHigh value products



3.1 Opportunities: Supermarkets3.1 Opportunities: Supermarkets

Growing presence in SADC & AfricaGrowing presence in SADC & Africa

Potential opportunity for poverty alleviation Potential opportunity for poverty alleviation 
& development:& development:

For For supplierssuppliers (sourcing from the rural areas)(sourcing from the rural areas)
Retailing could Retailing could reduce high costreduce high cost of foodof food
More More employmentemployment opportunitiesopportunities
Market accessMarket access for smallfor small--scale farmersscale farmers



3.2 Opportunities: Franchising3.2 Opportunities: Franchising

Franchising: important small business strategy
→ opportunity for private investors 

Key advantage: transfer of the needed skills to 
small businesses

Currently RSA fast-food outlets playing a role in 
the region

Further opportunities still beckon



3.3 Opportunities: High3.3 Opportunities: High--value value 
productsproducts……

HighHigh--value foods:value foods: potential to extract the poor potential to extract the poor 
from the subsistence trapfrom the subsistence trap

Livestock, floriculture, horticulture, fisheries, Livestock, floriculture, horticulture, fisheries, 
niche products (e.g. organic foods) niche products (e.g. organic foods) →→
potential to satisfy growing consumer demandpotential to satisfy growing consumer demand



……Opportunities: HighOpportunities: High--value productsvalue products

Potential investment areas in highPotential investment areas in high--value products in SADCvalue products in SADC

CountryCountry Potential investment areasPotential investment areas
AngolaAngola Coffee, sugar, fish, agro forestryCoffee, sugar, fish, agro forestry
DRCDRC Palm oil, cocoa, rubber, fisheriesPalm oil, cocoa, rubber, fisheries
MauritiusMauritius Sugar byproducts, yeast, flowersSugar byproducts, yeast, flowers
MozambiqueMozambique Cashew nuts, sugar, wood prod.Cashew nuts, sugar, wood prod.
SeychellesSeychelles Copra, coconuts, cinnamonCopra, coconuts, cinnamon
TanzaniaTanzania Coffee, cotton, leather, fishingCoffee, cotton, leather, fishing



4. Conditions required to 
promote pro-poor agri-business



Stakeholders in the Stakeholders in the AgriAgri--food Supply Chainfood Supply Chain



SA agro processing value matrixSA agro processing value matrix



Conditions required to 
promote pro-poor agri-business

From production to From production to 
market orientation in market orientation in 
research research 
Financial & human Financial & human 
capitalcapital
Supply Chain Supply Chain 
Management (SCM)Management (SCM)
TechnologyTechnology

Capacity buildingCapacity building
Private organizations Private organizations 
Business linkagesBusiness linkages
Sound informationSound information
Government actionGovernment action
Growth processGrowth process
Concentration Concentration 



From production to market From production to market 
orientation in researchorientation in research

Encourage a Encourage a commercial & marketcommercial & market focus from the outsetfocus from the outset

Adapt production orientated research to include Adapt production orientated research to include 
EurepGAPEurepGAP & other standards & other standards 

Focus on Focus on value chain analysis, market research & market value chain analysis, market research & market 
information servicesinformation services

Ensure research output is freely accessible & Ensure research output is freely accessible & 
disseminateddisseminated



Financial & Human capitalFinancial & Human capital

Collective institutionsCollective institutions
Develop a system of selecting participants who are most Develop a system of selecting participants who are most 
likely to successfully likely to successfully ““graduategraduate”” into commercial producersinto commercial producers

Train market chain actorsTrain market chain actors in technical & managerial in technical & managerial 
skillsskills
Invest in Invest in skills trainingskills training for smallfor small--scale producersscale producers
Need to gear operations to those of the Need to gear operations to those of the FPMsFPMs -- the the 
main  marketmain  market



Supply Chain Management (SCM)Supply Chain Management (SCM)

Improve effectiveness & efficienciesImprove effectiveness & efficiencies

Depth of analysis of specific areas requiredDepth of analysis of specific areas required

Consider consumer needsConsider consumer needs

Greater role clarification for players in agribusinessGreater role clarification for players in agribusiness

Role of Role of GovtGovt in ensuring efficient SCMin ensuring efficient SCM

Cross boarder SCMCross boarder SCM

Awareness of  levels & roles of stakeholders in the SCAwareness of  levels & roles of stakeholders in the SC

Trust to enhance relationshipsTrust to enhance relationships



TechnologyTechnology

Promote Promote ‘‘productivityproductivity--raisingraising’’ technologiestechnologies
Invest in more Invest in more proficient support systems proficient support systems in in 
technology compliancetechnology compliance
HarmoniseHarmonise & enforce SPS measures& enforce SPS measures
Adapt to international food quality gradesAdapt to international food quality grades & & 
standardsstandards
Provide Provide EurepGAPEurepGAP trainingtraining & application& application



Capacity buildingCapacity building

Leverage supportLeverage support at different levels of the value at different levels of the value 
chainchain
Improving access to Improving access to farmer creditfarmer credit

Mentorship programs Mentorship programs by successful producersby successful producers

Strengthen Strengthen producersproducers’’ organisationsorganisations

Improve Improve contract enforcementcontract enforcement mechanismsmechanisms



Business linkagesBusiness linkages

Increased Increased contract farming contract farming will lead to increased food securitywill lead to increased food security

Build Build strategic alliances & joint venturesstrategic alliances & joint ventures with producers & with producers & 
consumer markets with comparative advantagesconsumer markets with comparative advantages

Contracting arrangements with the Contracting arrangements with the larger processorslarger processors (with (with 
support services)support services)

Special Special credit arrangementscredit arrangements (capital requirements)(capital requirements)



Conclusion & RecommendationsConclusion & Recommendations……
1.1. Investment in agriculture & agribusiness Investment in agriculture & agribusiness 

–– Engine for developmentEngine for development

2.2. Investigate opportunities:  Investigate opportunities:  
–– infrastructure                          infrastructure                          
–– value adding value adding 
–– high value producehigh value produce
–– processing of raw materials processing of raw materials 
–– packaging packaging 
–– cold chain cold chain 
–– fisheries fisheries 
–– supermarkets supermarkets 
–– franchising, etc.franchising, etc.



…… Conclusion & RecommendationsConclusion & Recommendations ……

3.3. Agricultural research Agricultural research 
Production to market orientation in both commercial & Production to market orientation in both commercial & 
emerging agricultural sectorsemerging agricultural sectors
Increased competitivenessIncreased competitiveness
Measures to promote Measures to promote ‘‘productivityproductivity--raising technologiesraising technologies’’

4.4. Focus on development & support in:Focus on development & support in:
–– technology, communication, SCM, human & financial technology, communication, SCM, human & financial 

capitalcapital

5.5. Focus on sub sectors that present opportunitiesFocus on sub sectors that present opportunities



……Conclusion & RecommendationsConclusion & Recommendations

6.6. Primary data, information & intelligence developmentPrimary data, information & intelligence development

7.7. Specific analysis of supply chainsSpecific analysis of supply chains

8.8. Establish Establish PPPsPPPs throughout value chainthroughout value chain

9.9. HarmoniseHarmonise trade agreements & SPS measurestrade agreements & SPS measures

10.10. GovernmentGovernment’’s role s role →→ anticipatory policyanticipatory policy
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