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Access to Market, Finance & PPP in AgriBusiness &
Food Processing
Introduction
Agriculture development is critical for securing nutrition, improving employment opportunities
and income in the rural sector. Indirectly, agriculture development also contributes to
environmental management, as the sector add to the critical needs such as absorbing carbon,
managing watersheds, and preserving biodiversity. Agriculture development is also very
important for the world, particularly the developing economies, in view of the spikes in the
world food prices in the recent past.
According to a publication1 by FAO, the world may be in need of an agricultural system that can
produce 50 percent more food to feed the world’s estimated 9 billion people by 2050.
However, this would be a challenge if we do not have a coordinated approach to develop the
agriculture sector in the world. The growing demand for food and nutrition can be managed
with a good policy framework and sustained investments.
While on the one hand in some countries there has been overuse of cultivable land to meet the
food requirements, on the other hand, some countries are left with vast track of cultivable land,
leading to underutilization of resources. With better investment and a coordinated approach,
the agriculture sector in the world can be optimally utilized to achieve the desired level of food
production and productivity. And, along with agriculture development, by providing better
linkages between agriculture and other sectors of the economy, the world can also achieve
nutrition management and public health to its population, economic growth and improvements
in livelihoods and the environment.
Africa: Opportunities and Challenges in Agriculture sector
Agriculture remains an essential component of Africa’s economic development. At present,
Africa depends on food imports significantly to feed its population. Share of agriculture in
Africa’s GDP has declined over the decades; from a level of 21% share in GDP during 1960s, the
share has come down to around 14% now. However, if we exclude South Africa and mineral
producing countries, the rest of the continent holds a share of over 25% in GDP. On the
contrary, agriculture sector is the source of livelihood for nearly three-fourth of African
1

World Agriculture Towards 2030/2050, The 2012 Revision

1

Asia-Africa AgriBusiness Forum
population. Thus, boosting agricultural productivity in Africa will not only help in attaining the
desired level of economic growth, but also in ensuring food security and eradicating poverty in
the region. Such an approach would turn Africa into both a food producer for catering to its
own food requirements, and also position the continent as a food exporter.
African countries have started placing high emphasis on agriculture development, particularly
after the spike in food prices since 2007/2008. Now, several nations in Africa have set annual
growth targets of about 8 – 10 percent for the agriculture sector. African Union, under the
Comprehensive Africa Agriculture Development Programme (CAADP) has set a growth target of
6%, which is considered to be very ambitious, higher than the 4% aggregate growth rates
witnessed for the region as a whole. To achieve such high growth, the cultivated area, irrigable
area, farm investment and crop productivity, all need to rise significantly.
Africa offers tremendous opportunities to the world in resolving the challenges associated with
the food security. The continent is having relatively low base of agricultural production as
compared to the rest of the world. Sub-Saharan Africa has large tracts of arable land with
extensive water resources. The continent is geographically closer to markets such as Gulf and
Europe.
Inadequate farm infrastructure, unsuitable socio-economic conditions of the farmers,
inadequate access to farm inputs, knowledge gaps, including financial illiteracy are some of the
challenges faced by the agriculture sector in Africa.
African agriculture is also facing external challenges: rainfall is often unreliable. Soil
conservation measures are not fully scientific; thus, securing water supply for agriculture
development is a major challenge in Africa. The share of irrigated land in total cultivated area
was 6% in Africa as compared to 41% in Asia. Last, but not the least, agricultural development is
hindered by the negative effect of agricultural subsidies extended in developed economies,
which undermines remunerative prices to African farmers.
According to a Strategy Paper by the African Development Bank2, While one half of the rural
population of south Asia lives within a distance of one-hour journey to a market, nearly 50% of
African farmers still live 5 hours or more from a market. Besides the poor infrastructure, the
cost of transport is also very high in Africa. According to an estimate by African Development
Bank Group, cost of transportation amounts to nearly three-fourths of the value of goods
exported.
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Agricultural Transformation in Asia
Agriculture sector has played a vital role in the economic development of several Asian
economies. However, in most of the Asian economies the share of agriculture in national GDP
has come down faster than the fall in agricultural employment. Hence, agriculture sector is still
the largest employer in developing Asia, but not a largest contributor to national GDP.
Asian agricultural economies have experienced significant growth in production as well as
productivity since the institution of Green Revolution. Asian nations, under the Green
Revolution, undertook coordinated efforts to infuse vital inputs into the agricultural system.
Irrigation, through installation of major and minor canal systems, was also one of the most
crucial inputs to the Green Revolution. As a result of the measures undertaken under Green
Revolution, agricultural productivity and production have grown manifolds in Asian nations.
The output per worker in the agriculture sector has risen faster in Asian region (2.2% per
annum during 1980-2010) as compared to the per capita output in Sub-Saharan Africa (0.6%
per annum during 1980-2010). Technological advancements in agriculture production have
contributed to the yield/productivity. This has been despite slow growth in expansion of land
area for cultivation. Countries such as China, Republic of Korea, Indonesia, Viet Nam, India
Bangladesh, Lao PDR and Pakistan have achieved improved yield levels since 1970s. The
composition of agriculture produce produced in the Asian region has also undergone
transformation: from traditional crops (cereals) to high-value crops.
Asia and Africa – Opportunities for Collaboration in the Agri-business
Before identifying the areas for collaboration between Asia and Africa in agri-business, we need
to look at some of the salient success features of agricultural transformation in Asia. A Working
Paper3 by ADB has, based on analysis, inferred that agricultural labour productivity in Asia has
grown faster than in other developing regions. Similarly, land productivity in Asia has also
grown faster than other developing regions. According to the Study, technological development
in agriculture, since the 1960s, has led to significant improvements in yields of traditional crops.
Besides, composition of agricultural output of developing Asia has also shifted from traditional
to high-value products.
Under this background, opportunities for collaboration between Asia and Africa could be
summarized as below:
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reasons for such a situation. If such a situation continues, this would draw out labourers
from farm sector to non-farm sector. There are estimates that about 40% of population
in Africa lives in cities, and the share is likely to grow if the gap between labour
productivity is not narrowed down.
While the success story of Asia in achieving high yield in wheat and rice may not be
successfully replicable under the existing conditions in Africa, developing Asian nations
could collaborate with African nations in undertaking research in suitability of crop
diversity and production systems in Africa. Asian nations can also collaborate in
exchange of agricultural R&D and encourage collaboration of corporate sector of Asian
nations with African national governments.
Asian nations could also share their experiences in technological solutions to improve
crop productivity with African nations; sharing of supply chain solutions to reduce
transportation and marketing costs would also help reduce food costs in African nations.
Private corporate sector in Asian nations may be encouraged to invest in creation of
agricultural value chains, so that the farmers in Africa improve the quality and foodsafety norms, get better price realizations, and thereby improve their farm-incomes.
Investments in processing sector would also help contribute to the growth in demand
for agricultural produce, and improve quality of the products.
Besides sharing outcomes of agricultural research and suitable technologies, Asian
nations also need to contribute to skill development among African farmers.

Access to Markets – Importance of Value Chains
According to OECD-FAO Agriculture Outlook 2013, for the next ten years (2013-2022),
expansion of agricultural production is likely to slow with slower area and productivity growth.
The OECD-FAO Agriculture Outlook suggests that the supply should keep pace with the growing
demand, and in this context, steps are needed to reduce food loss and waste through supply
chain solutions.
Development of agricultural value chains are important to link up the market with the
producers, so that farmers are encouraged to increase their crop productivity, crop production,
so that farm income is increased in rural areas. Market access to farmers, especially small
farmers means that they can reliably concentrate on production rather than worry about the
markets.
Value chain development favours not only production improvement, but also improve
distribution network to meet the volume requirements and address quality and safety
standards. In developing economies of Asia, the value chain development has also contributed
to the penetration of organized retail, including supermarkets. According to an ADB estimate,
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China, India and Vietnam are the frontrunners in developing Asia with growth in supermarket
penetration ranging between 25-50% in the last one decade.
Creating Access to Agri-Finance
Access to financial services for all types of producers of agro-products, as also processors of
agro-products is very critical for development of agriculture sector in Africa, as also to reap the
significant opportunities it offers.
Agriculture in Africa, and particularly in the Sub-Saharan Africa, is being overlooked by financial
institutions. There are research findings which have estimated that the credit extended by
financial institutions and classified as ‘agricultural credit’ in many African nations is used for the
purposes other than for farm production, such as warehousing infrastructure, or for processing
industry. Since agricultural activity is subject to high systemic risks, it has been challenging to
the financial institutions to adequately engage with this sector. This feature has been significant
for the financial institutions in Africa due to certain inherent challenges faced by the African
agriculture sector. A research paper4 has highlighted the following as challenges being faced by
African agriculture sector:








Distance, isolated and dispersed population, and poor road and energy infrastructure
make it difficult and expensive for financial institutions to serve in rural areas.
In most African countries, farmers operate low-technology businesses on small and
fragmented plots of land with limited access to irrigation, quality seeds, and productivity
enhancing technologies.
Due to low level of farmer education and financial literacy (no record keeping, business
plans or bank accounts) financial institutions find it difficult to put together a credit
profile for the loan and monitor.
Limited financial services products that take into account the specificity of agriculture.
Farmers find it difficult to provide desired collaterals to financial institutions
Financial institutions also treat the exogenous risks (such as production and price risks)
high, and shy-away from exposure without proper insurance products (weather
insurance etc).
Limited level of collaborations among farmers – weak cooperative structure not only for
production, but also in other activities, such as obtaining farm inputs, selling the
products, negotiating credit, and setting up of common infrastructure.

Consequently, players in the agriculture sector in Africa, especially the small-holder farmers,
lack access to adequate financial services, which impact their growth prospects.
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A Research Paper5 prepared by African Union and GTZ has identified the following as challenges
to agricultural finance in Africa.
 Financial institutions are reluctant to lend to the agricultural sector in Africa, as they
perceive high risk;
 Development of agricultural finance market is hindered by cost structures on both the
demand and supply sides that make it difficult to offer agricultural credit at prices within
the means of producers, while providing adequate returns for lenders;
 Farmers, notably small holders, lack collateral;
 Financial infrastructure (such as credit bureaus, payment systems, collateral registries)
serving this market segment is particularly weak;
 Legal and regulatory frameworks do not take adequately into considerations, the
specificity of agricultural finance, resulting in overregulation and inflexibility.
 The range of appropriate financial instruments is limited.

Research papers from IFPRI have cited that small farmers in Africa, as in other parts of the
world including Asia, work in risky environments which make lending very expensive for the
financial institutions. Government intervention in credit delivery and populist measures in some
countries towards waiving agricultural credit has created a sense of apprehension among the
financial institutions towards this sector.
Developing Asia has the experience of creating alternative channels of credit delivery to this
sector, viz., farmers’ cooperatives, self-help groups, savings and credit associations etc. While
such models are also sparsely prevalent in Africa (e.g. Village Saving and Loan Associations in
Niger, Rural Community Banks in Ghana), Asian nations could share their success stories and
help enhance penetration of institutional credit in African agriculture.
Evolution of Financing along the Value Chain
The concept of agricultural value chain covers full range of activities and participants involved;
besides production, moving agricultural produce from farm yards to the processing stage, and
upto end-consumers is also very important in the value chain development. Thus, one could
define value chain finance as flow of financing within sub-sectors, for the specific purpose of
getting products to markets. Such a relationship connects all value chain stakeholders through
vertical and horizontal linkages.
For several centuries, traders have provided finance to farmers for farm-inputs, harvest or
other such needs including family emergencies. While this could be considered as a small
section of value chain finance, it needs to be extended further from conception stage through
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the different phases of production. In general, majority of agricultural finance in developing
countries is provided by actors from within the value chain, involvement of financial institutions
is limited. Thus, it is very important to bridge the gap between the financial institutions and
value chain actors, so that financial inclusion takes place significantly.
PPP Models for Agriculture
Private-Public Partnership (PPP) models have become a recognized institutional cooperation for
undertaking / delivering large, complex and high-cost projects, particularly in infrastructure
sectors. The PPP is viewed as the governance strategy to minimize transaction costs and
coordinating and enforcing relations between partners engaged in production of goods and
services. The model help promote social and economic development through efficiency in
implementation. The model could also be extended to agriculture sector, where investments
are not forthcoming under normal circumstances. PPP model in the agriculture sector help
enhance capital formation, and thereby improve robustness in the farming system, and
efficient management practices.
From a government’s perspective, the following are the broad reasons for engaging under the
PPP model:
 Generate funds from private sector freeing public funds for core economic and social
programmes;
 Pooling resources, technology, skills and expertise contribute towards increasing the
efficiency of project implementation.
The perspective of private sector participant is different with the following objectives:
 PPP lowers risk as compared to independent venture in such projects;
 Provide access to new customers for secondary business lines
 Competitive advantage and brand presence in value chain linkages;
 Lowers the rates of cost of capital.
While the public sector has only limited resources for investments in agriculture, the private
sector tends to invest in ventures that are commercial in nature. The PPP model offers the
prospect of overcoming the shortcomings of each of these sectors and makes the investment as
successful ventures. The model brings together efficiency, flexibility and competence of private
sector, with the accountability, long-term perspective, and social interest of the public sector.
Put in a different fashion, PPP model enables sustainable outcomes that no single partner could
achieve alone. Further, the outcome of PPP will also be more than that are achieved by
individual partners in isolation.
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Box
Flagship Scheme of Government of India to Promote PPP in Agriculture
Government of India has issued new guidelines permitting State Governments to tie-up with
the private sector firms for big agri-projects under its flagship programme Rashtriya Krishi Vikas
Yojana (RKVY), in order to boost farm sector growth. Main features of the Programme are:










Corporates to propose integrated agricultural development projects, taking
responsibility for delivering all the interventions through a single window. Each project
to target at least 5000 farmers, spread over the project life.
Complete flexibility in design, but ensuring an integrated value chain approach, covering
all aspects from production to marketing. Projects can span 3-5 years.
Average investment per farmer during project must be quantified; desirable benchmark
is ` 0.1 million.
Government support will be restricted to 50% of the overall per farmer investment
proposed, with a ceiling of ` 50,000 per farmer through the project cycle. The remaining
investment will be arranged by the corporate through institutional financing and its own
and farmer contributions.
Key interventions which must feature in each project are: a) mobilizing farmers into
producer groups and registering them in an appropriate legal form or creating informal
groups as may be appropriate to the area and Project (joint stock or producer
companies, cooperatives, self-help group federations etc.); b) technology infusion; c)
value addition; d) marketing solutions; e) project management.
Small Farmers’ Agri-business Consortium (SFAC) has been designated as a National Level
Agency, to act as a facilitator and link the project promoter to the concerned State
Government.
An independent monitoring agency will be appointed by the State Government to
closely track the performance of the project and report to all relevant stakeholders in
the State and Central government.

Source: Ministry of Agriculture, Government of India.
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There is also a need to change the perception of the various stakeholders, viz., traders,
entrepreneurs, farmers, market functionaries, bankers etc., towards PPP model of agriculture
development.
Sustainable PPP Models
PPP in agricultural production
There is scope to leverage PPP models as a relevant vehicle in the agricultural production. Some
of the areas in which a collaborative approach can be taken by private sector players in
strengthening the hands of public sector and enhancing agricultural production include:








Providing hybrid seeds costomised to respective geographies;
Assisting in the distribution process to beneficieries identified by the Government;
Assisting in soil and fertility management;
Providing advice to farmers from sowing to harvest; guidance on post-harvest care;
Facilitate knowledge sharing sessions on Government schemes;
Enhance user-industry linkages; and
Procurement facilitation.

PPP for Agricultural R&D Development
G-20 Summit held in Toronto, Canada, stressed the importance of R&D to narrow the
productivity gaps. G-20 members also declared that “private sector will be critical in the
development and deployment of innovative solutions that provide concrete results on the
ground”. According to a research paper6 by Syngenta Foundation, growth in public investment
in productivity-enhancing agricultural R&D has been declining for sometime in most of the
world, except China. On the other hand, private investments in agricultural R&D have grown
over the years. However, one should not construe that private sector are capable of meeting
the entire R&D requirements of agricultural sector to address the challenge of achieving food
security, without the support of public funds or organisations.
Since R&D is a science-based activity, it could be best performed with partnership among
scientists and institutions, which are multi-disciplinary, both in public and private sectors. Land
area in the world is limited; potentially irrigable area is also facing slow growth. In that sense
crop production, as also the crop productivity, could be increased with agricultural R&D.
Besides, investing in R&D would also help in sustainably conserving resources such as soil and
water. PPP models would help enhance cooperation among institutions in private and public
6
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sector to develop R&D infrastructure and appropriate technologies. Such cooperation would
not only enhance productivity and crop production, but also generate employment, augment
farm income, alleviate poverty and conserve precious soil and water resources.
However, there are certain prerequisites. Firstly, a national level policy statement encouraging
PPP in agricultural research is required, which should be followed by guidelines for PPP.
Besides, there should be transparency in guidelines as also implementation, and developing a
sense of trust between public and private sector. The laws need to be favourable to such
cooperation, and outcome of R&D, especially with regard to sharing of IPR and royalties. The
Government institutions may encourage sabbatical positions of scientists from Government
institutions to work in the corporate sector.
PPP for Agriculture Marketing
Market infrastructure such as creation of well-developed market yards, including warehouses
for storage, transportation network, including cold chain infrastructure, facilities for grading,
standardization to ensure food safety and quality management are requisites for successful
agricultural marketing. Such infrastructure facilitates vertical and horizontal integration,
thereby bringing economies of scale and cost efficiencies in the supply chain. These
infrastructure facilities also improve quality of marketable produce, reduce the marketing costs,
which is crucial for profit realization for growers, and reduction of costs to the consumers.
Paucity of infrastructure and absence of scale in the agriculture sector are prime reasons for
engaging a PPP model even for marketing of agricultural produce.
Agricultural Marketing projects due to requirement of relatively larger capital with lesser or
uneven returns are less attractive for private entrepreneurs for large ticket projects. The long
gestation period of the project further creates the problem of economic viability, indicating the
non-viability of the project, which is proving deterrent for the private entrepreneurs. Thus,
there is a need for public participation for such projects by offering cheaper land and Viability
Gap Funding on a suitable model of BOO/BOT. In addition, the policy environment, including
legal framework, should be conducive to the participation of private players in developing
marketing oriented infrastructure. Commitments are also required from both the sides towards
balanced sharing of risks and rewards, accountability, roles and responsibilities, to make the
model successful.
Select Variants of PPP in Agri-Marketing Infrastructure:
Market oriented agriculture development requires creation of infrastructure which can be done
through efficient PPP models. Some of the variants and their pre-requisites are briefly discussed
below:
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Farm to Market Roads : Low income levels and low vehicle volumes means that in many
rural areas neither road construction, rehabilitation, nor routine maintenance can be
financed from user fees or tolls alone. Here, role of public sector with an element of
subsidy will be crucial, unless the user-processing sector is willing to put of the requisite
infrastructure.
Water and Irrigation : Private sector could serve as an interface between public sector
(provider of irrigation facilities) and the farmers (users), and thereby play a major role in
education the farmers in water conservation, irrigation management etc, or even
maintenance of irrigation assets of public sector.
Wholesale Markets and Trading Centres : Since user demand may not be to its fullest
potential with an appropriate regulatory environment, participation of the private
sector and cooperatives in developing wholesale markets / trading centres need to be
encouraged. Regulatory authorities may consider facilitating alternative income streams
for the concession holders.
Agro-processing : Agro-processing should be encouraged nearer to the farm yards; this
would be possible if public sector considers allocation of land through concessions, or
provide capital grants for investments.
Marketing Information : Public sector’s mandate for provision of information and
services can be best achieved through harnessing the potential of the private sector.
However, there may be obstacles that must be overcome, including clarifying roles and
responsibilities, and generating sufficient awareness of services among farmers.

Conclusion
Developing countries have made substantial progress at improving food security, reducing
poverty and improving human health. This has largely been achieved through growth in
agriculture leading to increased food and feed production and improved farm incomes.
However, lately there has been stagnation in agricultural growth giving rise to concerns
about food and livelihood security of large sections of population who make their living out
of agriculture and related enterprises.
Experiences in Asian region, over the last two decades, indicate that PPP models have the
potential to enhance productivity, profitability and environmental sustainability of farming
systems. Asian countries need to share their experiences with regard to various successful
PPP models in agriculture sector with African nations. Besides, sharing of experiences in
financing of agriculture sector, and successful marketing of agricultural produce are also
important for development of sustainable agriculture development in Africa.
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Possible PPP Models and Partnership Value

Source: PPPs in Agriculture: Strategy and Models for Implementation; Bioforsk.
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