
1. Introduction

1	 Countries	represented	were	Benin,	Central	African	Republic,	Côte	d’Ivoire,	Ethiopia,	Guinea,	Kenya,	Liberia,	Mauritius,	Morocco,	Nigeria	and	 
South Africa.

A	policy	dialogue	was	organised	by	CABRI	in	March	2019	on	
‘The	Role	of	Governments	in	Developing	Agriculture	Value	
Chains	 for	 Employment	 Creation	 and	 Poverty	 Reduction’.	
Policy	 dialogues	 provide	 a	 platform	 for	 practitioners	 to	
learn from and share the experiences of their peers, 
applying	the	lessons	learnt	where	appropriate.	The	dialogue	
brought	 together	 officials	 from	 11	 African1 countries 
working	in	ministries	of	finance,	budget	and	agriculture.	An	
environment	 of	 peer	 learning	 and	 exchange	 was	 created	
through	the	use	of	case	studies,	country-led	presentations	
and facilitated discussions. This paper summarises the most 
important	public	interventions,	as	identified	in	the	dialogue,	
and	 their	 respective	 funding	 implications.	 The	 event	was	
part	of	CABRI’s	value	for	money	in	public	spending	work.

A	 value-chain	 approach	 (VCA)	 considers	 the	 full	 range	
of	 value-adding	 actors	 from	 production	 to	 consumption,	
including	input	suppliers,	farmers,	processors	and	storage,	
distribution	and	marketing	agents.

Establishing	 a	 VCA	 may	 require	 investment	 in	 new	
projects	and	some	revision	and	reprioritisation	of	existing	
public	interventions.	There	is	a	strong	focus	on	correcting	
for	market	failure	and	inefficiency	and	creating	a	conducive	
business environment. This results in more emphasis on 
partnerships	 with	 the	 private	 sector	 and	 on	 assessing	
whether	all	actors	in	the	chain	have	positive	and	sustained	
incentives.

Given	 limited	 resources,	 governments	 cannot	 support	
all	 value	 chains,	 all	 actors	 or	 all	 interventions.	 A	 VCA	
involves	 methods	 for	 prioritising	 interventions,	 typically	
using	 multi-criteria	 analysis.	 Most	 development	 agencies	
and	 banks	 have	 guides	 on	 using	 the	 VCA.	 The	 main	
areas	 of	 intervention	 identified	 at	 the	 dialogue	 included:	 
(i)	forms	of	smallholder	co-operation	to	address	fragmented	
production;	(ii)	support	for	processing	and	marketing	firms;	
and	(iii)	policies	affecting	trade	and	prices.

Figure 1: Typical value-chain map
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2. Smallholder engagement in the value chain

2	 	Empirical	evidence	shows	the	higher	elasti	city	between	growth	in	the	agriculture	sector	and	poverty	reducti	on	compared	to	growth	in	other	sectors.	

In	 sub-Saharan	 Africa,	 65	 per	 cent	 of	 the	 populati	on	
live	 in	rural	areas	and	are	employed	 largely	 in	small-scale	
farming	using	labour-intensive	traditi	onal	methods	(World	
Bank	 2010;	 ASFG	 2013).	 Farms	 are	 fragmented,	 which	
prevents	 farmers	 from	 exploiti	ng	 economies	 of	 scale.	
With	 a	 lack	 of	 basic	 infrastructure	 and	 public	 services	
(transport,	irrigati	on,	educati	on,	health	and	social	services),	
smallholders	 are	 vulnerable	 and	 fi	nd	 it	 diffi		cult	 to	 access	
training,	 input	 supplies,	market	 informati	on	 and	 fi	nancial	
services	(ASFG	2013).	

Government	 interventi	ons	 oft	en	 target	 smallholders	
because this contributes to food security and poverty 
reducti	on.2	 Traditi	onally,	 ministries	 of	 agriculture	 have	
devoted	most	of	their	funding	to	research	and	extension	and	
input supplies. Some ministries also have smaller divisions 
supporti	ng	 storage,	 processing	 and	 marketi	ng.	 Other	
government	 bodies	 support	 rural	 roads,	 electrifi	cati	on	
and	 fi	nancial	 services.	 All	 of	 these	 traditi	onal	 public	
interventi	ons	can	adopt	a	VCA	simply	by	ensuring	that	they	
address	the	main	challenges	faced	by	all	the	actors	through	
the	value	chains	involved,	either	‘mainstreaming’	VCA	into	
their	 routi	ne	 operati	ons	 or	 setti		ng	 up	 projects	 to	 give	 a	
temporary boost to selected value chains.

Development	 partners	 are	 oft	en	 important	 sources	 of	
funding	for	agriculture.	In	the	1980s	and	1990s,	there	was	a	
strong	focus	on	integrated	rural	development	programmes	
(IRDPs),	 which	 supported	 a	 wide	 range	 of	 interventi	ons.	
However,	experience	with	IRDPs	suggested	that	many	were	
spread	 too	 thinly	 over	 a	wide	 range	 of	 interventi	ons	 and	
that capacity needed to be built in both the private and 
public	sectors.	This	led	to	increased	popularity	of	the	VCA.

The	challenges	associated	specifi	cally	with	fragmentati	on	
have	 been	 addressed	 through	 various	 policies,	 with	 land	
reform	 and	 co-operati	ves	 featuring	 strongly	 in	 the	 fi	rst	
decades	 of	 development.	 Collaborati	on	 between	 larger	
producers	 and	 smallholders	 was	 someti	mes	 att	empted	
through	 the	 establishment	 of	 outgrower	 (or	 ‘off	-taker’)	
schemes	 in	 the	 1980s	 and	 1990s.	 These	 were	 based	
mainly	on	commercial	farmers	acti	ng	as	marketi	ng	agents	
for smallholders and were mostly unsuccessful because 
smallholders	 were	 vulnerable	 to	 exploitati	on.	 In	 recent	
years,	outgrower	schemes	have	become	popular	again,	due	
to	the	following	changes:	

• market	demand	and	the	capacity	of	larger	companies	is	
greater;

• large	companies	 recognise	 the	value	of	 smallholders	 in	
providing	 a	 more	 secure	 supply	 chain	 and	 in	 off	ering	
diff	erent	qualiti	es	of	product;

• outgrower	 schemes	 now	 extend	 beyond	 marketi	ng	
to	 include	 technical	 advice,	 input	 supply	 and	 fi	nancial	
services;

• smallholders	 have	 greater	 choice	 in	 the	 opti	ons	 for	
insti	tuti	onal	 co-operati	on,	 going	 beyond	 co-operati	ves	
to	social	enterprises	and	NGOs	(e.g.	relati	ng	to	fair	trade);

• the instruments available are more diverse, as the capacity 
of	the	fi	nancial	sector	has	improved	and	experience	with	
collaborati	on	and	mediati	on	has	increased;	and

• corporate	 social	 responsibility	 has	 a	 higher	 profi	le	 and	
can	include	outgrowers.

Box 1 provides an example, presented at the policy 
dialogue,	of	a	recent	outgrower	scheme	in	Nigeria.

 Box 1: ERGP and Anchor Borrowers’ Programme

The	Economic	Recovery	and	Growth	Programme	(ERGP)	was	launched	in	2017	and	covers	agriculture,	energy,	transport	and	small	and	
medium	enterprises	 (SMEs).	The	programme	focuses	on	collaborati	on	between	the	public	and	private	sectors,	using	a	 ‘focus	 labs’	
approach,	which	brings	together	the	public	and	private	sectors	(PEMANDU	2018).	The	ERGP	has	helped	agricultural	sector	funding	to	
increase	by	15	per	cent	 in	2018.	An	outgrower	support	scheme	works	with	the	Anchor	Borrowers’	Programme	(ABP),	which	has	a	
budget	of	USD150	million	and	aims	to	reach	250	000	farmers,	with	80	per	cent	going	to	rice	producti	on	(Central	Bank	of	Nigeria	2016).	
Large	processing	enterprises	act	as	‘anchors’	and	have	access	to	funding	at	9	per	cent	from	the	Central	Bank	of	Nigeria	(CBN),	which	is	
less	than	half	the	market	interest	rate.	In	additi	on,	the	CBN	guarantees	half	of	the	value	of	any	loan	defaults.	The	anchors	also	have	
access	to	some	grants	and	waivers.	Anchors	sign	agreements	with	smallholder	farmers	in	terms	of	which	they	supply	input	in	exchange	
for	guaranteed	sales	of	a	proporti	on	of	the	crop	(usually	80	per	cent)	at	a	pre-agreed	price,	with	the	cost	of	inputs	deducted	from	these	
sales.	Farmers	are	expected	to	organise	themselves	into	co-operati	ves	and	to	engage	in	cross-guarantees.	About	30	large	enterprises	
have	 committ	ed	 themselves	 to	 the	 ABP.	 The	 government	 assists	 with	 technical	 services,	 certi	fi	cati	on	 and	minimising	 the	 risks	 of	
contracts	failing	to	be	honoured.	The	outgrower	scheme	also	includes	plans	to	facilitate	land	ti	tle	registrati	on	in	a	second	phase.
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3. Supporti ng domesti c processors 

The	challenges	faced	by	domestic	processors	vary	greatly,	
depending	on	the	technological	options	for	processing	and	
the nature of markets and private sector capacity. Table 1 
describes	the	main	technical	and	market-related	challenges	
facing	 processors	 and	 the	 public	 responses	 that	 are	
available	when	taking	a	VCA.	Experience	with	crop-specific	
VCA	projects	suggests	that	it	is	often	a	mistake	to	spread	
efforts too broadly and that it is better to focus on only 
two	or	three	of	the	most	serious	challenges	and	responses.	

The	 selecti	on	of	priority	acti	ons	 should	be	undertaken	
using	 a	 transparent	 and	 structured	 process	 which	
may	 be	 based	 on	 multi	-criteria	 analysis,	 informed	
by	 some	 economic	 and	 fi	nancial	 analysis.	 This	 analysis	
should	 provide	 targets	 that	 can	 be	 monitored	 to	 assess	
evolving	policy	eff	ecti	veness.	The	policy	dialogue	reviewed	
several	 programmes	 of	 support	 for	 processing	 and	
highlighted	 the	 importance	 of	 links	 between	 processors	
and farmers.

Table 1: Challenges for processing and value-chain public response

Challenges Value-chain public response

Technological	 challenges	 tend	 to	 be	 highest	 when	 there	 are	
opportuniti	es	 for	 big	 gains	 from	 investment	 in	 industrial-
scale	 processing,	 which	 may	 be	 available	 to	 large	 internati	onal	
competi	tors,	 but	 not	 in	 smaller	 African	 markets	 (e.g.	 cashew	
processing).

• Technical	 assistance,	 start-up	grants	 and	 soft		 loans	 to	
help	new	investors	invest	with	the	latest	technology.

	Standards	and	quality	control	are	serious	challenges	for	high-value	
crops	(e.g.	horti	culture).	Conversely,	for	some	products	(e.g.	coff	ee),	
labour-intensive	methods	can	add	value	by	 improving	quality	and	
niche	marketi	ng.

• Clear	 regulati	ons	governing	 standards	and	quality	and	
an	eff	ecti	ve	enforcement	agency	for	these	regulati	ons.

Processors	 of	 new	 products	 oft	en	 face	 basic	 challenges	 with	
producti	vity	and	profi	tability	while	farming	and	trading	systems	are	
evolving.	 Processors	 can	 have	 high	market	 power,	 and	 squeezing	
farm	margins	can	reduce	reliability	of	supplies.

• Price	 subsidies	 and	 trade	 policies	 to	 protect	 against	
cheaper imports.

• Grants, loans and technical assistance for new 
processing	ventures.

• Insti	tuti	onal	 and	 technical	 support	 for	 outgrower	
schemes.

Processors	 of	 highly	 traded	 products	 are	 oft	en	 vulnerable	 to	
volati	le	world	markets.	This	applies	parti	cularly	to	rice,	cashew,	tea	
and	coff	ee.

• Trade	policies	to	reduce	exposure	to	internati	onal	price	
variability	(e.g.	variable	import	levies).

• Technical support for futures contracts and insurance.
• Regulati	ons	requiring	use	of	local	produce	(e.g.	Nigerian	

cassava	fl	our).

There	can	also	be	severe	challenges	for	processors	of	cereals	(e.g.	
maize)	 and	 other	 staples	 that	 are	 strongly	 aff	ected	 by	 cropping	
seasons and weather variability.

• Market	 price	 interventi	on,	 either	 by	 fi	xing	 fl	oor	 and	
ceiling	prices	or	by	 trading	by	parastatals	 to	 infl	uence	
prices.

Perishable	 horti	cultural	 products	 (e.g.	 fruit	 and	 vegetables)	 have	
specifi	c	 market-related	 challenges	 that	may	 create	 incenti	ves	 for	
processors who are able to absorb surplus crops and convert them 
into	non-perishable	products.

• Market	informati	on	systems.
• Business	connecti	on	services	to	 improve	collaborati	on	

between processors, traders and farmers.
• Public	campaigns	related	to	nutriti	on.

Many	 African	 countries	 face	 insti	tuti	onal	 and	 bureaucrati	c	
challenges	that	interfere	with	effi		cient	marketi	ng.

• Measures	 to	 reduce	 bureaucrati	c	 burdens	 (e.g.	
licensing,	 informal	 local	 taxes)	 and	 improve	 effi		ciency	
of public bodies.

Lack	of	access	to	fi	nance	as	a	result	of	concern	from	banks	about	
risks	associated	with	any	of	the	above	challenges.

• Loanable	funds	and	guarantees	for	banks.
• Subsidies on interest rates and loan terms.
• Technical support to banks.
• Support	for	collaborati	ve	insti	tuti	ons.
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4. Policies relati ng to trade and price

3	 This	has	been	combined	with	support	for	improved	producti	vity.	The	increase	in	producti	on	has	come	mainly	from	increased	area,	not	yield,	but	it	is	
unclear	whether	this	refl	ects	rati	onal	farm	decision-making,	taking	into	account	the	producti	vity	of	labour,	capital	and	land.

Agricultural	products	are	vulnerable	to	price	fl	uctuati	ons	as	
determined	by	internati	onal	market	prices,	exchange	rates,	
the	eff	ects	of	weather	on	yield	and	the	routi	ne	seasonality	
of	producti	on.	This	volati	lity,	coupled	with	negati	ve	terms	
of	trade	in	many	African	countries,	may	justi	fy	protecti	onist	
policies.	 However,	 in	 the	 decades	 aft	er	 independence,	
excessive	 protecti	onism	 led	 to	 large	 ineffi		ciencies	 and	
contributed to unsustainable debt levels.

The	 structural	 adjustment	 programmes	 of	 the	 1980s	
and	1990s	oft	en	involved	trade,	market	and	exchange-rate	
liberalisati	on,	 which	 should	 have	 improved	 incenti	ves	 for	
farmers and processors. Despite these reforms, African 
agriculture	 sti	ll	 has	 low	 yields	 and	 low	 levels	 of	 agro-
processing.	Since	the	mid-1970s,	Africa	has	been	a	net	food	
importer	 (FAO	 2011).	 Trade	 and	 price	 policies	 are	 again	
becoming	 popular,	 with	 the	 aim	 of	 supporti	ng	 domesti	c	
prices	 and	 sti	mulati	ng	 producti	on.	 These	 policies	 include	
direct	 market	 interventi	ons	 (e.g.	 through	 price	 setti		ng	
and	 the	use	of	commodity	exchange	boards)	and	 indirect	
interventi	on	 (e.g.	 involving	 exchange	 rates,	 tariff	s	 and	
other	trade	barriers).	

Price	 regulati	on	 policies	 usually	 involve	 setti		ng	 a	
price	 fl	oor	 (the	 lowest	 price	 at	 which	 a	 good	 can	 be	
sold)	 and/or	 a	 price	 ceiling	 (the	 highest	 price	 at	 which	 a	
good	can	be	sold).	Price	fl	oors	protect	farmers	by	ensuring	
they receive a minimum price for their product, which 
provides	an	incenti	ve	for	producti	on.	Price	setti		ng	distorts	
markets	 and	 can	 encourage	 parallel	 informal	 markets	
which	undermine	the	policy.	The	eff	ecti	veness	of	the	policy	
depends	 on	 the	 degree	 to	which	 it	 can	 be	 enforced	 and	
regulated.

Price	regulati	ons	may	be	complemented	by	public-sector	
trading,	 through	 government	 agencies	 and	 commodity	
exchange	 boards.	 These	 vary	 from	 country	 to	 country	
in terms of scope and mechanisms. Most aim to provide 
some	 price	 stabilisati	on,	 while	 also	 improving	 producer	
prices	 by	 cutti		ng	 out	 the	 middle	 man.	 However,	 there	 is	
come	controversy	 surrounding	 the	eff	ecti	veness	of	direct	

trading.	 Problems	 are	 encountered	 frequently	 with	 the	
operati	onal	effi		ciency	of	agencies	and	with	the	tendency	to	
make	commitments	that	are	politi	cally	att	racti	ve	but	fi	scally	
unaff	ordable.	The	experience	of	Ethiopia	showed	that	the	
price	 received	 by	 coff	ee	 farmers	 did	 not	 increase	 when	
internati	onal	 prices	 increased,	 or	 vice	 versa	 (Hernandez	
et	al.	2015).

Trade	 policies	 include	 tariff	s	 and	 other	 trade	 barriers	
that	 reduce	 cheap	 imports	 and	 improve	 incenti	ves	
for	 farmers	 and	 processors	 to	 invest	 in	 effi		ciency	 and	
expansion. Trade policies have been applied with some 
degree	 of	 success,	 parti	cularly	 for	 rice	where	 producti	on	
has	 increased	 signifi	cantly	 in	 several	 African	 countries.	
For	 example,	 in	 Nigeria,	 high	 tariff		 rates	 have	 been	 used	
to	protect	domesti	c	rice	farmers	and	processors	and	have	
led	 to	 a	 rise	 in	 the	 domesti	c	 price	 of	 rice,	 domesti	c	 rice	
producti	on	and	processing.3 However, trade policies can be 
diffi		cult	 to	 enforce,	 creati	ng	 incenti	ves	 for	 illegal	 imports	
of cheap products, especially across porous land borders. 
In	Africa,	this	is	parti	cularly	true	for	cheap	imports	(e.g.	of	
rice)	from	Asia.

Trade	policies	can	also	be	limited	by	the	rules	of	regional	
economic	 communiti	es	 (RECs),	 which	 prevent	 countries	
from	imposing	their	own	tariff	s.	With	variable	enforcement	
of	common	tariff	s,	cheap	imports	may	enter	the	REC	in	one	
country	and	then	be	smuggled	into	a	neighbouring	country,	
as	 happens	 with	 rice	 in	 Nigeria.	 As	 the	 African	 Union	
agenda	 has	 progressed,	 the	 role	 of	 RECs	 in	 facilitati	ng	
regional	 integrati	on	 has	 gained	 prominence.	 One	 of	 the	
most	developed	RECs	is	the	Economic	Community	of	West	
African	States	(ECOWAS).	The	ECOWAS	Trade	Liberalisati	on	
Scheme	promotes	the	free	movement	of	goods	originati	ng	
from	inside	the	REC,	while	the	ECOWAS	Common	External	
Tariff		 ensures	 the	 harmonisati	on	 of	 tariff	s	 for	 goods	
originati	ng	from	outside	the	REC.	However,	as	discussed	at	
the	dialogue,	some	countries	sti	ll	have	an	incenti	ve	to	fi	nd	
ways	of	 regulati	ng	 regional	 trade	despite	 the	REC	 (e.g.	 in	
Benin,	as	described	in	Box	2).
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Box 2: The Benin cashew value chain

Benin’s	raw	cashew	nut	producti	on	increased	from	36	487	tonnes	in	2001	to	116	398	tonnes	in	2008,	making	it	the	second	largest	
producer	in	Africa.	Raw	cashew	farmgate	prices	are	suscepti	ble	to	fl	uctuati	ons	in	world	market	prices,	in	the	real	eff	ecti	ve	exchange	
rate	and	in	quality	standards.

A	 grower’s	 price	 fl	oor	 for	 raw	 cashew	 nuts	 is	 fi	xed	 by	 the	 government	 following	multi	party	 negoti	ati	ons	with	 growers,	 buyers,	
exporters	and	government	agencies.	The	policy	has	had	litt	 le	success	since	its	introducti	on	in	2000,	with	most	growers	receiving	a	
price	25	per	cent	lower	than	the	set	fl	oor.	This	is	partly	because	the	few	raw	cashew	nut	buyers	in	Benin	oft	en	enter	into	pre-harvest	
purchase	agreements	with	farmers	in	exchange	for	fi	nancing	usually	used	to	buy	input	supplies.	

Renowned	for	their	superior	quality,	Benin	raw	cashew	nuts	fetch	a	premium	price	on	internati	onal	markets.	This	has	resulted	in	an	
infl	ux	of	raw	cashew	nuts	from	neighbouring	countries	such	as	Nigeria,	Togo	and	Burkina	Faso	which	account	for	15	per	cent	of	the	
total	product.	Most	of	this	trade	takes	place	through	land	borders.	Benin,	therefore,	has	made	use	of	informal	trade	barriers	on	the	
import	of	raw	cashew	nuts	as	a	way	of	protecti	ng	the	quality	of	 its	product.	However,	such	policies	are	unsustainable	as	they	go	
against	the	principles	and	protocols	of	the	ECOWAS	Trade	Liberalisati	on	Scheme.

Source:	African	Cashew	Initi	ati	ve	(2010),	Benin	Ministère	de	l’Agriculture,	de	l’élevage	et	de	la	Pêche	(2019)

5. PFM challenges

A	 VCA	 can	 be	 integrated	 into	 the	 whole	 planning	 and	
budgeti	ng	cycle	simply	by	 requiring	 the	design	of	policies	
and	 programmes	 to	 take	 the	 whole	 value	 chain	 into	
account.	 It	can	also	 involve	specifi	c	ti	me-bound	initi	ati	ves	
to	boost	the	performance	of	several	value	chains.	Table	2	
presents	 the	 fi	scal	 impact	 of	 the	main	 interventi	ons	 that	
may	 be	 involved	 and	 can	 be	 used	 to	 assess	 the	 relati	ve	
needs	of	each	value-chain	development	(VCD)	programme.	
Interventi	ons	with	high	recurrent	costs	are	likely	to	create	
the	biggest	challenges	with	sustainability.

The	most	expensive	policies	are	oft	en	those	associated	
with	direct	market	interventi	on.	In	theory,	it	is	possible	to	
limit	the	fi	scal	cost	of	this	but,	in	practi	ce,	the	prices	of	key	

agricultural	 inputs	 and	 products	 are	 highly	 sensiti	ve	 and	
governments	 tend	 to	 fi	nd	 it	 diffi		cult	 to	 limit	 expenditure	
once policies have been introduced. Apart from direct 
interventi	on,	the	other	two	policies	that	usually	account	for	
a	large	share	of	a	VCD	programme	are	rural	infrastructure	
and	market	 support,	 including	grants,	 loanable	 funds	and	
any	 equity	 investment	 by	 the	 government.	 The	 costs	 of	
regulati	on,	 informati	on	 and	 technical	 assistance	 for	 the	
value	chain	are	 lower,	but	 they	are	oft	en	underesti	mated	
and mechanisms need to be found to ensure that the 
recurrent	 costs	 are	 either	 given	priority	 in	 the	budget	 or	
are funded by a levy or some other independent source.

Where programmes cover a range of interventi ons, phasing can be 
criti cal. In parti cular, the introducti on of market support for business 

development may need to be delayed for several years, while 
informati on and price policies are refi ned and insti tuti onal capacity 

and capabiliti es are built.
(CABRI 2019)
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Table 2: Likely fi scal impact of taking a VCA

Policy Typical fi scal impact
Cost (1=low, 5=High)

Recurrent Capital

Research and extension Typically	accounts	for	the	largest	share	of	the	recurrent	budget. 3 –

Informati on services Modest	recurrent	funding	and	may	have	occasional,	modest	project	support	
for	an	initi	ati	ve	or	upgrade.

1 1

Market interventi on Direct	 interventi	on	 in	 input	 supply	or	 crop	marketi	ng	 can	be	 very	 large	 and	
volati	le.	Costs	may	be	hidden	in	parastatals.

5 –

Regulati on Litt	le	direct	budget	commitments	but	costs	of	enforcement	of	regulati	ons	are	
oft	en	underesti	mated.

2 -

Quality controls Cost	of	 enforcement	oft	en	underesti	mated.	Occasional	 small	 investments	 in	
upgrading.

2 1

Roads and irrigati on High	investment	costs.	Maintenance	costs	are	also	high	and	oft	en	underfunded. 3 4

Market infrastructure Relati	vely	modest	and	potenti	ally	self-fi	nancing. – 2

Tax incenti ves Potenti	ally	large,	for	major	export	or	food	import	crops. 3 –

Market support Potenti	ally	large	investment	in	public	equity.	Some	grants,	loanable	funds	and	
technical assistance.

2 4

Trade policies Signifi	cant	costs	from	reduced	duti	es	and	for	customs.	Some	investment	in	new	
agreements.

3 2

6. Eff ecti ve VCAs in agriculture

Taking	a	VCA	 in	agriculture	oft	en	 includes	selecti	ng	a	 few	
priority	 value	 chains	 and	 providing	 ti	me-bound	 project	
support	(e.g.	for	5–10	years)	to	give	a	temporary	boost	to	
effi		ciency	 in	 the	value	chain	 to	a	 level	 that	 is	 competi	ti	ve	
and	 self-sustaining.	 It	may	also	 include	 ‘mainstreaming’	 a	
VCA	into	existi	ng	investments	and	services	across	the	whole	
sector	(e.g.	 in	an	agricultural	transformati	on	agenda).	The	
balance	between	a	 ‘projecti	sed’	 and	 ‘mainstreamed’	VCA	
needs	 to	 be	 considered	 strategically	 to	 maximise	 overall	
performance	of	the	wider	VCA	initi	ati	ve.

The	 CABRI	 dialogue	 identi	fi	ed	 a	 number	 of	 criti	cal	
considerati	ons	for	a	successful	VCA.

• It	is	oft	en	eff	ecti	ve	to	complement	policies	to	support	the	
producti	vity	of	 actors	 in	 the	 value	 chain	with	 trade	and	
price	policies.	These	need	to	be	designed	to	respect	hard	
budget	ceilings	over	the	short	and	medium	term.

• There	 are	 opportuniti	es	 for	 new	 forms	 of	 insti	tuti	onal	
collaborati	on	 (e.g.	 in	 benefi	t	 sharing,	 technical	 co-

operati	on	 and	 mediati	on/arbitrati	on)	 to	 limit	 the	
concentrati	on	of	market	power	and	promote	a	sustainable	
division	of	profi	ts	in	the	value	chain.

• A	VCA	needs	to	be	based	on	a	sound	understanding	of	the	
incenti	ves	and	risks	facing	all	actors	in	all	key	value	chains	
and	how	these	may	change	over	ti	me.	This	understanding	
can	be	built	 into	 targets	 for	 policy	 design,	management	
and	monitoring.

• Adopti	ng	a	VCA	for	agriculture	will	require	some	capacity-
building	 within	 the	 ministry	 of	 agriculture,	 including	
experience	with	 skills	 relati	ng	 to	 the	private	 sector	 (e.g.	
relati	ng	to	contracts	and	risk	management).

• A	 VCA	 also	 requires	 improved	 co-ordinati	on	 with	 other	
ministries,	 parti	cularly	 those	 involved	 in	 promoti	ng	 a	
conducive and reliable business environment.

• There	may	be	opportuniti	es	for	new	types	of	collaborati	on	
with	 development	 partners,	 including	 those	 relati	ng	 to	
trade	agreements	and	foreign	direct	investment.
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