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Kiiresel Deger Zincirleri (KDZ) Afrikali kiigiik ¢iftcilerin diinya pazarlarina
girmesi i¢in firsatlar yaratabilecegi gibi onlarin diinya pazarlarindan dislanmasi
riskini de yaratabilir. Bu ¢alismada, secilmis Afrika tilkeleriyle ilgili mevcut veriler
ve literatiir gozden gecirilerek Afrika tarimimin KDZ igerisindeki rolii irdelenmistir.
Diinyanin diger bolgelerine nazaran Afrika KDZ ile daha derin iliskiler igerisine
girmistir. Bununla birlikte tiim bulgular Afrika tariminin KDZ i¢indeki yerinin hala
zincirin  baglarinda, diinyaya hammadde temin eden bir konumda donup
kaldigini, katma degerin ise kita disinda gergeklestirildigi bilgisini pekistirmektedir.
Benzer sekilde piyasalar baskin bir sekilde, dogrudan veya dolayli olarak, hala
biiyiik firmalar veya onlarin yerel temsilcileri tarafindan yonetilmektedir. Afrika’nin
karsilastig1 yetersiz altyapi ve yatirimlar, mali imkansizliklar, diigiik girdi kullanimi
ve diisiik verimlilikler gibi problemler nedeniyle zincirde daha ileri noktalara
yiikselme olanaklar1 kisithidir.  Afrika {lkeleri uzun vadede bu giicliiklerin
istesinden gelmek zorundadir. Fakat yine de bu iilkeler kisa vadede organik ve nis
piyasalara triinler lireterek bazi dezavantajlarini (yogun emek kullanimi, az girdi
kullanimi1 ve heniiz tarima agilmamis genis alanlar vb.) KDZ igerisinde avantajlara
donustiirebilirler.

Anahtar kelimeler: Afrika, Kiiresel Deger Zincirleri, Kiiglik ¢iftlik sahipleri,
Yiikseltme, Yonetisim, Tarim.
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Global Value Chains (GVCs) may create opportunities for African
small farmers to enter international markets but also risks of being excluded from
the world markets. This study evaluates African agriculture within the GVCs by
reviewing available agricultural data and GVC literature on selected African
countries. Africa is deeply involved in GVCs more than many regions around the
world. However, the overall finding of this study consolidates the fact that African
agriculture in the GVCs is still stagnated in the upstream role providing raw
agricultural products to the world where value addition is being carried out outside
the continent. Similarly, markets are still dominated by big companies and firms
either directly or through their local agents in Africa. Upgrading within GVCs is
limited due to multiple problems facing Africa, such as lack of infrastructure,
financial deficiencies, insufficient investments, low input use and low efficiencies.
African countries should overcome these difficulties in the long run. However, they
may manage to turn some of the disadvantages (labor use intensity, less chemical
use and large areas yet not opened to agriculture, etc.) into advantages in the GVCs
by producing organic products and addressing niche markets in the short run.

Key words: Africa, Global Value Chains, Small farm-holders, Upgrading,
Governance, Agriculture.
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GENISLETILMIS OZET

Yirminci yiizyilin sonuna yaklagirken, bilgi teknolojilerinin yayginlagmasi,
ulagtirma ve haberlesme maliyetlerinin diismesi, {retim siire¢ kontrollerinin
gelismesi, tedarik zincirlerinde yogunlagma, kiiresellesme ve piyasalarda
serbestlesme sonucunda diinya, geleneksel iiretim ve dagitim sistemlerinin yapisini
degistiren onemli gelismelere sahne olmustur. Tiim bu gelismeler iiretim siirecinin
alt boliimlere ayrilip diinyanin ¢esitli bolgelerine yayilabilmesine olanak saglamistir.
Boylelikle gelismis iilkeler kendi iilkelerindeki iiretim siireclerinin bazi parcalarini
gelismekte olan iilkelere kaydirmislardir. Bu yolla, bir¢ok {iriin kiiresel bir nitelik
kazanmustir. Yeni olusumda yeni bir is boliimii ortaya ¢ikmis olup, deger zincirinde
yer alan aktorler deger zincirinde {irettikleri miktara gore degil de zincirde
bulunduklar1 konum ve {iistlendikleri isleve gore pay almaktadir. Birgok firma ve
iilkeyi kapsayan bu olusumlar kiiresel deger zincirleri (KDZ) adiyla anilmaya
baslamigtir. Yeni yapilanma modiiler bir yapiya sahip oldugundan, istendiginde
belirli bir tilke, belirli bir firma ve belirli bir parganin baska bir iilke, baska bir firma
ve bagka bir parcayla degistirilmesi miimkiin hale gelmistir. Her zincir tiretim ve
pazarlamada yer alan bazi aktorlerin denetimi altinda oldugundan piyasa
sinyallerinin yerini zincirde yer alan aktorler arasindaki bilgi akis1 ve uyarici
sinyaller almugtir.

Kiiresel deger zincirleri 6rgiitlenmesi bir¢ok firma ve iilke i¢in yeni firsatlar
ve tehditler dogurmustur. Ulkeler diinya pazarlarinda yer alabilmek igin bu zincirlere
eklemlenme ¢abasina girismektedir. Birgok Afrika iilkesi de bu ¢aba igerisine girmis
bulunmaktadir. Bu gelisime paralel olarak Afrika’nin pek ¢ok iilkesinde 6zellikle
kiiciik tireticilerin kiiresel deger zincirlerine nasil katilacaklari, katilimlarinin nasil
arttirilacag konularinda arastirmalar yapilmaya baglanmistir. Diinya genelinde hizl

artan dikey biitiinlesmeler ve iiretim siirecinin pargalara ayrilarak her bir par¢asinin
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farkli iilkeler ve bolgelere yayilmasi, bu siireci analiz eden ¢alismalar i¢in yeni
yaklagimlara ihtiya¢ dogurmustur.

Kiiresel deger zincirlerinin analiz edilmesinde geleneksel olarak ulusal
diizeyde derlenen firetim ve dis ticaret istatistikleri ve bunlara dayanan analiz
yontemleri yetersiz kalmaktadir. Bunun en 6nemli nedenlerinden birisi, s6z konusu
istatistiklerde bir lilkenin ithal ettigi ara mallar1 igeren bir mali ihra¢ etmesi
durumunda, s6z konusu ithal girdilerin {ilkenin hem ithalatinda hem de ihracatinda
iki kere hesaplamaya dahil edilmis olmasidir. Dolayistyla, bir iilkeden ihra¢ edilmis
gibi gdriinen birgok mal, aslinda o iilkenin baska iilkelerden ithal ettigi ara mallarin
degerini yani yabanci katma degeri de icermektedir. Bu ¢ifte hesaplama hatasi yerli
katma deger katkisinin ne kadar oldugunun goriilmesini giiclestirmektedir.

Bu tiir analizlerin saglikli bir sekilde yapilabilmesi i¢in kiiresel deger
zincirinde yer alan bir malin hammadde temininden nihai {iriine kadarki {iretim ve
dagitim siirecinin her agamasinda iilkelerin karsilastirmali Gstiinliigiiniin tespit
edilmesi ve ekledikleri katma degerin ayristirilmasi gerekmektedir. Bu amagla gesitli
veri tabanlar gelistirilmis ve cesitli aragtirmacilar ve aragtirma merkezleri tarafindan
bir¢ok ¢alisma yapilmustir.

Tim bu gelismeler Afrika kitasi ve iilkeleri i¢in de biiyiik dnem tagimaktadir.
Bu ¢alismada Afrika tariminin kiiresel deger zincirleri igerisindeki yeri ve roliiniin,
karsilastigi sorunlari belirlenmesi ve bu sorunlara ¢éziim Onerileri gelistirilmesini
amaclanmaktadir. Bu amagla once kiiresel deger zincirleri ve ilgili kavramlar
tanimlanmigtir. Calisma bir literatiir tarama ve sentez calismasi niteligindedir.
Secilmis baz1 Afrika iilkelerinin kiiresel deger zincirleri i¢indeki roliinii irdeleyen
cok sayida calisma gozden gecirilmis, bu calismalarda ortaya konan bulgular
birlestirilerek bir senteze varilmaya calisilmistir. Varilan sonuglar tartisilmis ve
Afrika tarin icin dnerilerde bulunulmustur. Ulke segimlerinde, veri ve yapilmis
aragtirmalarin varlig1 ve erisilebilirligi, lilke tarafindan {iretilen iiriinlerin 6nem

diizeyleri ve ilgili iilkenin diinya ekonomisine katkist gibi faktorler esas alinmstir.
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Secilen iilkeler sunlardir: Kamerun, Fildisi Sahili, Misir, Gana, Kenya, Malawi, Fas,
Nijerya, Gliney Afrika ve Tanzanya. Ayrica uluslararasi kuruluslardan toplanan
veriler de degerlendirilmistir.

Yapilan ¢aligsmalar gostermektedir ki Afrika iilkeleri, kiiresel deger zincirleri
ile diger gelismekte olan iilkelerden daha hizli ve daha derin bir sekilde
biitiinlesmislerdir. Bunun temel nedeni Afrika iilkelerinin sahip oldugu bazi
avantajlardir. Ozellikle tarimsal iiretimde Afrika iilkeleri kahve, kakao, yas sebze ve
meyve gibi emek yogun tarimsal iiriinler liretmektedir. Bu {iriinlerin ¢ogunun
diinyadaki en biiyiik iireticileri Afrika kitasinda bulunmaktadir. Afrika {ilkeleri
diinya genelinde goriilen bazi hastalik ve zararlilardan aridirler. Ancak Afrika
iilkelerinin sahip olduklar1 avantajlarin yaninda pek ¢ok dezavantajlari da vardir.
Afrika genelinde tarim isletmeleri olduke¢a kiiciik olup ortalama tarimsal isletme
biiyilikliigli 20-30 dekar arasinda degismektedir. Tarimsal isletmeler finansman ve
organizasyon sorunlar1 yasamaktadirlar. Isletmecilerin girisimcilik becerileri
zayiftir.

Bu arastirmada giiniimiizde Afrika tarmminin  karsilagtigi  sorunlar,
potansiyeller ve de gelecege dair beklentiler, kiiresel deger zinciri analizi yaklagimi
ile degerlendirilmistir. Analizlerde kiiresel deger zincirlerinde biiyiik 6nem tagiyan
yonetigim, yiikselme, yogunlagma, katma deger paylari, piyasa yapilar1 gibi konulara
odaklanilmigtir.

Kiiresel deger zincirlerinin gelisimi Afrika tarimi i¢in diinya pazarlarinda
yer alma konusunda bir¢ok geligsme firsati sunuyor olsa da, kiiresel rekabetin, artan
standartlasmanin gereklerini yerine getirmede zorlanan Afrika’daki kiiciik tarimsal
iireticilerin diinya pazarlarmdan diglanmasi tehlikesini de dogurabilecektir.

Arastirma sonucunda, daha onceden yapilmig arastirmalarin bulgularina
dayanilarak su sonuglara varilmistir.

Zayif biirokrasisi ve finansal yapisi, yetersiz kurumsallagsmasi, zayif

altyapisi ile Afrika giderek artan ve cogalan gida giivenligi ve standartlar1 kosullarim
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saglamada giigliikler yasamaktadir. Bunun sonucunda Afrika kiiresel deger zincirleri
icerisinde hammadde {ireticisi bir konumda kalmistir. Bu konum Afrika’nin zincirde
yaratilan degerden oldukga diisiik bir pay almasiyla sonuglanmaktadir. Kiiciik
isletmeler Afrika tariminin itici giliciinii olusturmasina ragmen, uluslararasi sistemin
gerektirdiklerini karsilamada oldukga zay1f durumdadirlar.

Ote yandan zincirde yer alan Afrika iilkeleri arasinda benzerliklerin yan1 sira
farkliliklar da bulunmaktadir. Giiney Afrika, Misir ve Nijerya daha ¢ok petrol
iizerine yogunlasmisken, Malawi, Kenya ve Fildisi Sahili gibi tilkeler biiyiik 6l¢iide
tarima dayal1 bir ekonomiye sahiptir.

Tim bu sorunlar karsisinda Afrika iilkeleri, ciftgilerinin uluslararasi
standartlara uygun tretim yapmasini tesvik etmeli, ¢iftcileri yayim hizmetleri
yoluyla bilgilendirmeli, bolgesel is birligini gelistirecek orgiitlenmeler yaratmali ve
bu orgiitleri giliglendirmeli, 6zel sektoriin biiylimesini tesvik etmelidir. Afrika
iilkeleri ayrica, uluslararasi yatirimcilari iilkeye ¢ekecek bir ortam yaratarak bundan
iilkelerinin yarar saglamasini garanti altina alacak 6nlemler almali ve uluslararasi
marka yaratma c¢alismalarma girismelidir. Bunlarin  hepsi uzun vadede
gergeklestirilebilecek hedeflerdir.

Kisa vadede ise Afrika iilkeleri bugiin dezavantaj gibi goriinen bazi hususlari
avantaja cevirebilir. Ornegin; Afrika’da hala tarima acilmamus ¢ok genis alanlar
bulunmaktadir. Bunlarin ¢iftgilere dagitilmasi ve isletmelerin genisletilmesi
saglanabilir. Birgok gelismis iilkenin aksine Afrika emek yogun iiriinler
yetistirmektedir. Bu {irlinlerin yetistirilmesinde kimyasal kullanilmamas1 veya ¢ok
az kullanilmasi bir avantaj teskil etmektedir. Afrika {ilkeleri, gida giivenligi
konusunda duyarlili1 artan bir diinyada 6rnegin, organik iiretime yonelerek ve bazi

nis piyasalara hitap ederek bu durumdan yarar saglayabilir.
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1. INTRODUCTION SEBIT YOUNIS MAYEK DENG

1. INTRODUCTION

This chapter encompasses the background of global value chains and an
overview of African agriculture in the global value chains. The chapter also
highlights the importance of the global value chains to the continent. Lastly, the

chapter concludes by the main objectives of the dissertation.

1.1. Background

In the last three decades of the twentieth century, the world has witnessed a
new conjuncture in the world trade that has changed the rules and regulations of the
global economy, particularly after the breakdown of the international commodity
agreements that had regulated trade of various tropical agricultural products.

These conjunctures and changes have been derived by globalization, which
changed the way goods and services are produced globally and the traditional trade
methods no longer reflect the reality of the current trade situation. Instead, bunches
of networks and companies are engaged in the production process even for a single
product, many countries and often the entire world are involved in production, these
networks are currently referred as Global Value Chains.

This concept embedded the emergence of a new group of leading agents in
the global economy such as retailers, branded marketers and the result was
transformation of old trade linkages into a more decentralized but privately
controlled production networks of firms and companies. All these occurred within a
context of the elaboration and propagation of new definitions of quality.

However, these changes have been accelerated by the innovation and
technology in communication, rapid falling of trade cost, market liberalization and
advanced transportation system, which result in a combination of growing corporate
concentration, and the complementary rise of outsourcing and more significantly

appearance of standardization of the products toward product differentiation.
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Global value chains offer an opportunity to many African countries to
undergo several structural transformations where countries can be integrated at
specific segments in the chain. This is usually achieved by assembling in the
manufacture and upgrading of the agricultural products through value addition at
certain stages.

African Economic-Outlook (2015), has revealed that Africa as a continent
only captures a small share of value added in the global trade. This lower percentage
of participation exists while the continent plays a major role as a provider of the raw
agricultural materials, which is relatively encouraging compared with other parts
around the world.

Balié¢ et al. (2017), found that Africa is more integrated in the global value
chains especially in the upstream production activities, specializing in providing
primary inputs to many countries around the world. This position has placed Africa
for example to gain less than 2% out of $100 billion revenue obtained by chocolate
companies globally.

Therefore, the success of any country in the global value chains depends on
the country’s ability to respond to the external demand as well as on the nature of
the value chains and lead companies in the chains.

1.2. Definitions of some Concepts

Value chains: It defines as full range of activities that are required to bring
agricultural products from its conception to the final use by the consumers as a final
product. These activities involve designing, production, marketing and distribution
of the final product.

Supply chains: It can be referred to the process of coordinating all the
activities of parties in the chains in order to fulfill customer’s demand and
requirements. These activities do not necessarily involve physical transformation of

the agricultural products.
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Upgrading: Porter (1995), defined the concept as “Companies achieve
competitive advantage through act of innovation. They approach innovation in its
broadest sense, including both new technologies and new ways of doing things”.
However, some scholars in GVC use a holistic perspective as they view the role of
other firms in the chain.

Global value chains: Global value chains can also be understood as
networks of functionally interrelated producers and buyers that are engaged on a
global scale in processes of value creation as products pass across borders and
between different actors in the chain.

Governance: The concept in GVC literature underscores the role played by
powerful and big companies, especially those that exert ‘buyer power’ by placing
large orders and conditions on the farmers and small producers in the value chain.

Concentration: Some scholars in the GVC have linked the concept to
intellectual property right particularly in the field of plant varieties protection.
However, the scope of the concept varies to include elements such as production,
designing, marketing which at the end of the chains lead to monopoly on a certain

area.

1.3. Importance of the Global Value Chains.

Global value chains (GVCs) have changed the nature of production process
and specialization around the world. While these changes occurred at the
international level and mainly concentrated in the manufacture and services sectors,
similar transformations have been applied to agriculture and food (agro-
commodities) sector. This could be observed in the increased demand for raw
materials and some agricultural products.

OECD and FAO (2016), has found that trade in agro-commodities globally
could generate an average of 20-26% employment opportunities in the agricultural

sector. This could be a chance for Africa as a continent to capitalize on since the
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unemployment rate is estimated to be around 8.84 percent with the highest
percentage in Lesotho and lowest rate in Niger, 28.48 and 0.36 percent respectively.

Therefore, participation in the global value chains and particularly in the
agricultural sector is linked to stronger growth of job opportunities, maximization of
export products shaped by value-added, improvement of domestic trade, governance,
political stability as well as effective participation in the global market, which in
return could improve the overall situation of the continent and the world economy
(Bellemare,2010; Swinnen,2014; Montalbano et al.,2018).

Lee et al. (2012), has highlighted that participations in the global value
chains may stimulate public and private investment in various sectors such as
infrastructures, companies, storage facilities and transportations, this would be more
profitable and provide a golden opportunity to aid the current-ongoing
transformations in Africa, particularly in agriculture and food market.

DeVries et al. (2016), has illustrated that global value chains can provide a
competitive market structure that could not only benefit the GVC suppliers but also
non-participants to GVCs, by providing a decent and stable income, food security

and maximization of the profits, particularly to the small farm-holders.

Gereffi (2014), provides another advantage for the engagement in the GVCs,
when he argues that, the development in the global value chains is linked to the
advancement in the technological communication which facilitates offshoring of the
good and services over large distances. Therefore, participating in the GVCs, is
associated with obtaining technology which the continent is in dare need for.

Therefore, assessing the available agricultural potential of the continent is
paramount for the effective participation in the global value chains and improvement
of the production processes either by joining forward or backward linkages in the
global value chains.

Evaluating African agriculture in the GVCs, means assessing the overall
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performance of the countries in different phases of the production processes to
determine the amount of value-added in the chains. This exercise is extremely
research and data demanding, thus this dissertation aims primarily to assess African
participation in GVCs using previous studies conducted in the field of agriculture.

Furthermore, the spectrum of the policies and factors that influenced
agriculture and food sectors in the global value chains is wide, ranging from the
policies of countries to increase competitiveness in the market. Additionally, the
production environment for wholesaler and retailer combined with the export
activities complicate the assessment process which makes it a tedious task to be
covered by this dissertation.

1.4. African Participation in the Global Value Chains

Since the beginning of the 20™ century and the appearance of the agri-food
global value chains, manufacturing of agricultural products and services has become
strategically distributed across the globe with many countries relying more on
assembling imported products for their own export.

Banga (2014), provides in his study that value addition in the primary
agricultural products is mainly concentrated in three regional blocks namely, Asia,
Europe and America, which accounts for 85% of the value addition globally while
Africa obtained 2.2 %. This small share is attributed to the continent playing the role
of supplier of unprocessed agricultural products while the transformation is being
carried-out in the other regions in the world.

Organization for Economic Cooperation and Development and World Trade
Organization has estimated that OECD countries capture 67% of the value -created
in GVCs (Brazil, Russia, India, China and South Africa), while the East and Southern
Asia account for 25% leaving more than 100 countries to share the remaining 8% in
the value added globally (OECD, 2014).

Many scholars and analysts argue that the emergence of global value chains

provides an opportunity to support the current ongoing transformation in Africa,
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particularly in the field of agriculture and food market by transforming the
subsistence-oriented farming system to a more commercialized system.

Therefore, the primary objective of this dissertation is to investigate the
major problems African agriculture products are facing in the global market and
recommend some practical approaches on how to improve and develop African

agriculture.

1.5. Objectives of the Research

In view of the importance of the agricultural sector for economic growth,
governments need to determine what policies are best suited to stimulate agricultural
production in order to maximize the country’s contribution in the global market. The
information on agriculture products are crucial for government planning as well as
for the decision-making process.

The basic parameters required to evaluate the impact of the country’s role in
the global market vary from assessing the challenges country encountered to the
chances and opportunities which are available. These parameters quantify the ability
of the country to meet the basic requirements needed by the producers and consumers
both at domestic and the international market. However, such basic parameters could
help to forecast production, consumption, changes induced by the giant players in
the global market.

Food and Agricultural Organization have estimated that Africa has
approximately 60 million hectares of arable land that are unexploited (Lopes, 2015).
This figure represents about 60% of the world arable land, which could be an
opportunity for Africa to capitalize on since the world population have been
projected to increase up to 9 billion by 2050, but such movement is conditioned by
providing better infrastructural services, storage and transport facilities as well as a
good financial system.

Therefore, this thesis aims primarily to evaluate African agriculture in the
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global value chains, basically by assessing the major challenges that the continent
has been facing during the last two decades, in addition to the available opportunities
and future prospects of agriculture in Africa.

Furthermore, the research intends implicitly to help states governments,
business actors, policy-makers and stake-holders to make and take accurate paths
and approaches that could improve Africa’s agricultural producers in the world trade.
In view of the above considerations, explicitly the following specific objectives are
investigated too.

Objective-1: to define the term global value chains and related concepts to
their operation

Objective-2: to identify the causes of major problems and explore the
available opportunities that African agriculture possesses in terms of agricultural
potential that could help Africa secure a better position in the global value chains.

Objective-3: to map-out and analyze the relationship between actors in the
global value chain with the main focus on African agriculture at the international
level to strengthen and improve the continent role globally.

Objective-4: to determine and specify some practical methods and
mechanisms that could help to scale-up effectively and facilitate active participation
of the small farm-holders in the global value chains.

Objective-5: to delve and evaluate previous findings of the researchers and

some institutions, that have been carried out on the subject
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2. PREVIOUS STUDIES

Global value chains started to draw attention of many researchers and
scholars in the mid of 1990, where most of the study cases focused on manufacture
field, with rear cases such as on tourism Clancy, (1998), and food-wears
(Schmitz,1999), on electronic products (Kenney and Florida, 1994), and on auto-
mobiles and auto-components (Barnes and Kaplinsky, 2000).

Gereffi et al. (2005), carried-out a study on governance in the global value
chains while on upgrading (Porter et al. 1995) and (Cattaneo et al. 2013) and (Phillips
et al.1997). However, Fernandez and Gereffi (2011), conducted a study on the
methodology and some techniques on how to quantify value addition in the global
value chains, on evolution and on the history and evolution of the global value chains
(Baldwin and Martin, 1999), (Bairoch, 1989), (Knick,1980) and (Gereffi, 1994).

However, this chapter covers the previous studies conducted on global value
chains at state or country level with main emphasis on the agriculture and small farm-
holders in Africa. Also, the chapter encompasses relevant studies around the world

on the global value chains in the agriculture sector.

2.1. African Agriculture and the Global Value Chains

Balié. et al (2017), found in their study that the Africa is highly integrated in
the global value chains more than many other regions in the world, asserting that
global linkages have been increasing over time while Africa’s participation in the
global value chains is only in upstream activities specializing in providing primary
agricultural inputs to the firms in countries further the chains. Also, they revealed
that most of the value-added demand for African agricultural products originated
from EU and emerging countries rather than the regional countries, insisting that
bilateral trade policies are the key determinants for Africa to engage in both forward

and backward GVCs participation.



2. PREVIOUS STUDIES SEBIT YOUNIS MAYEK DENG

Adewole (2019), argued that Africa has been unable to take advantage of the
massive benefits generated by the global value chains because Africa’s participation
in the global trade is low and limited to unprocessed agricultural products with a
little value addition and sometimes no value. Therefore, the continent only
participates in forward linkages, as a result African merchandise trade has kept
growth of 5.2% globally which is below the average rate compared with 8.8% and
7.8% for Asia and other developed economies respectively. This average rate makes
Africa the least successful trading region in the world.

Bamber et al. (2014), in their article “Burundi in the Coffee Global Value
Chains”, provided that the agriculture sector is heavily dominated by the small
farmers that represent about 80% of the country’s coffee export. However, over the
last decade, the sector is facing severe declines in production due to various factors
ranging from insufficient water, poor maintenance of plantation, climate change,
insufficient knowledge of regulating agricultural products to inadequate use of
mulching and other technical assistance. All these factors have significantly
influenced the production which implicitly hinders the country’s participation in the
global value chain. Despite the country’s involvement in washing operations for
processing the coffee beans to improve competitiveness and met some international
rules yet the country’s role in global value chains is still marginal.

Daly et al. (2016), in a study titled “Maize Value Chains in East Africa”
revealed that major constraints in maize global chains in East Africa Community are
inferior seeds, lower use of fertilizers, lack of liquidity and access to credit, absence
of coordination, lack of storage facilities, lack of certification capacity and adherence
to international rules and regulations that govern the agricultural products at the
international market. These challenges have impeded the region’s participation in
the global value chains, allowing Archer Daniels Midland, Bunge Group, Cargill and
Louis Dreyfus to control over 90 % of globally grains trade, the percentage that many

scholars and researchers considered critical and risky to Africa and world trade.
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African Economic Outlook Report (2015), revealed that manufacturing
sector especially petroleum, chemical and non-metallic minerals has the highest
value added in Africa compared to agricultural sector that showed the lowest level
of value addition and in some parts the sector remained below its potential by
exporting agricultural products as raw materials to Europe and Asia and America.
Therefore, this overdependency on non-agricultural products has negatively
hampered African agricultural participation in the global value chains.

Taylor (2016), in his article attempting to answer why Africa is not rising,
suggests that Africa should undergo structural transformation to avoid export of raw
agricultural materials by improving the industrial sector to increase value addition,
which will improve intra-African trade in agricultural products and implicitly
provides an opportunity for infrastructure and other sectors to flourish, which will
eventually help Africa to gain a better segment in the global value chains.

Catteneo et al. (2013), asserts for African agriculture to participate fully in
the global value chains, the continent should engage fully in maximizing the
productivity, comply with international rules and regulations beside the use of
available Africa’s resources coupled with upgrade and value addition to the primary
agricultural products. This can help Africa to join the global value chain and resolve
some of the continent’s challenges including poverty alleviation and provide
employment opportunities to many youths in Africa.

Lopes (2015), has illustrated the importance of Africa to transform the
agricultural sector into higher forms of capital and more preferably industry sector
by giving priorities to economic development, expanding production particularly in
the agriculture sector and value addition to most of the agricultural products to
respond to the increased demand for more sophisticated consumption of goods and
meet the capacity of the world market that gains momentum after the emergence of

the global value chains in the last decade of the century.
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Ponte (2002), provided in his study that African economy has been
substantially fueled by primary agriculture products and absolute de-
industrialization of agriculture sector combined with poor backward-linkage
participation. This situation has prevented Africa to efficiently utilize the abundant
agricultural resources and narrowed the potential of Africa to upgrade and add value
on agricultural products to secure a better position in the global value chains.

Wiggins et al. (2010), argued in their work that value addition should take
place close to where primary resources and raw materials are available. Africa is the
major supplier of unprocessed agricultural products and produce approximately 61%
of the cocoa globally but only gained 2% out of $100 billion revenue generated by
Cargill and Archer Daniels and Midlands, all these are attributed to the continent’s
playing an insignificant role in the global value chains.

Wang & Brown (2013), found that Africa has not successfully integrated
itself into the world economy characterized by the current global value chains, due
to the fact that the continent imports over 60% of manufactured goods and
agricultural products that are highly value added at the same time export natural
resources and raw materials with lower value. This imbalance between export and
import has positioned Africa not to capture the opportunities to add value locally and
export the products unprocessed to the world market, as a result the continent is still
at the bottom of the chains.

De Vries et al. (2016), have reached to the similar conclusion in a separate
study on the Northern African countries in GVSs, that the region has been unable to
fully enter in global value production networks, because the region plays a marginal
role at the global level and is mostly participating in upstream phase which involves
low value-added activities particularly for the agricultural products.

Wang & Brown (2013), provide another finding, that African countries have
displayed a polarized pattern of the global value chains participation as some

countries have shown significant economic growth by adding value to their primary
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agricultural products (South Africa) on contrary other countries are relatively
engaged in global economy with small economic size, underdevelopment, lack of
innovation and technology. This paradoxical situation has placed Africa in the lower
segment in the global value chains.

Raikes & Gibbon (2000), reached a conclusion that Africa has become
increasingly marginalized in the global economy, exporting only agricultural
products to western world due to regulations, stocks control and combination of
complex production and distribution system and more extremely uneven distribution
of physical infrastructure have placed many African countries not to participate fully
in the global value chains.

Raikes et al. (2016), provided a similar finding of African agriculture facing
increased marginalization within the current global economy and reaffirmed the
benefits associated with African agriculture to be upgraded and add some value in
order to participate fully in the global value chains not only as supplier but also as a
major player in the international market.

Staritz and Reis (2013), revealed that increase of non- traditional agricultural
products such as horticulture products in some African countries and Latin America
has resulted in the emergence of modern agricultural waged labor where women are
overwhelmingly preferred source of labor. This has increased employment
opportunities for women in the export-oriented sector, where women are
concentrated at specific segments of agricultural production. This finding provides
a great opportunity for Africa to capitalize on to employ more works in the sectors
to boost production and enhance the continent’s participation in the global value
chains.

Swinnen, (2014), found that increased demand for high value products and
increased price in the international food market create an opportunity for developing
countries and Africa in particular to realize their economic growth through

expanding and diversifying their agricultural exports because high value agricultural
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products generate and increase rural people’s income and reduce poverty. Therefore,
agricultural export and value chains addition are fundamental components for
Africa’s development and participation in the global market.

Fernandez-Stark et al. (2011) emphasized that Kenyan horticultural sector
accounts for approximately $1 billion in export revenue specially after the country
has embarked in upgrading and value addition in some agricultural products such as
fruits and vegetables with concentration on the products with lightweight to
minimize the cost of transportation. This finding resonates with the previous studies
conducted by (Goger. et al, 2014) when they found that single largest category in
the global agricultural trade in horticulture sector is accounting for 20% of world
agriculture export. This provides an opportunity to many small farm-holders to
integrate in the horticultural global value chain. Therefore, increasing agricultural
export and extension services could help the Africa be integrated fully in the global
value chains.

Catteneo et al. (2013), emphasized that after market liberalization and
dissolution of many agricultural boards in Africa, that used to market most of the
agricultural products to the international market, power in the global value chains
has been consolidated largely to big company and firms, where coordination and
determination of agricultural product prices are decided at upper level of the chains.
This situation has placed many African producers and small farm holders at the risk
of overexploitation by the big companies since most of these firms request the
suppliers to comply with their conditions and demand irrespective of the production
scale and condition of the farmers.

Lagerkvist et al. (2013), in their study provided a future prospective for the
African agriculture as the population of the continent is expected to increase due to
urbanization and tendency of many people to move toward the big cities. This
increase will generate high demand for higher quality food and agricultural

commodities, which in general will change the consumption patterns by increasing
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demand for the processed agricultural products. They stressed that this could be an
opportunity for Africa to enhance and improve intra-African trade that will boost the
continent’s participation in the global value chains.

Badiane et al. (2014), provided that the value of some African agricultural
products and agri-business will reach to one trillion dollars by 2030 comparing to
313 billion dollars in 2010, but they conditioned such progresses are to be achieved
if the continent pays more attention to the small farm-holders that represent the major
source of primary agricultural products coupled with effective participation in the
GVCs through upgrading and value addition.

Foster-Mcgregor et al. (2015), in their working paper on Global Value
Chains in Africa, reached a conclusion that participation in GVCs across many
African countries is high and heterogenous because the overall evidences prove that
African participation in the global value chains and the extend of upgrading are
limited to the upstream production. However, they found that many African
countries have been able to move into downstream production within the chains
acting as assembly hubs for the motor vehicles and other manufacturing output but
not in agriculture sector.

Swinnen (2014), in a joint working paper on agriculture and trade reaffirms
the importance of the current benefits of the global value chains to domestic value
addition and employment, particularly in Africa and some Asian countries where
wages are very low comparing to those of the northern hemisphere. As a result, most
of the outsourcing activities happened to take place where wages of the workers are

very low.

2.2. General Studies on Agriculture in Global Value Chains
Danny et al. (2015), in a study on Philippines in the cocoa global value
chains, concluded that the country needs to improve its agricultural production

because aging trees and inefficient agricultural operations have undermined the
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productivity of the sector. Therefore, building the capacity of small farm-holders and
adoption of the modern technology are paramount for the country to participate fully
in the global value chains.

Nello (2014), in his article the on winners and losers in the global value
chains found that over the last decade the share of developed countries in the global
agricultural export had increased while that of the developing countries had declined
significantly. Conversely, the share of developing countries in the world import of
agricultural product rose. This situation has been described by the United Nation
Food and Agricultural Organization in 2016 as the gradual marginalization of Africa
in the global economy (FAO, 2016).

Alemdar (2008), in his article on the status of Turkish food sector within
the global value chains, reached a conclusion that the world agro-food market have
become more complicated due to increased importance of food safety and standards,
information flow, coordination between leading firms in the global value chains,
widespread use of technology and concentration and asymmetric form of power in
the chains, cautioning these structural change in the global market will have
profound effect on Turkish food sector.

Tozanli & Gauthier (2007), in their article “Gouvernance de la chaine
globale de valeur et coordination des acteurs locaux: La filiere d'exportation des
tomates fraiches au Maroc et en Turquie” , provided an approach for the local player
and small producer in the global value chains to adopt collective strategies by
upgrading their agricultural product through improving hygiene and standard in
order to get bargaining power in the global value chains as most of the leading firms
continue to impose restriction and regulations on agricultural products.

The next chapter covers the materials and the methodology that have been

used to evaluate African agriculture in the global value chains.
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3. MATERIALS AND METHODS

This chapter will provide an explanation to the materials and the scientific
method that has been used to analyze the data collected for the research purpose.
The chapter commences with a brief description of the research area (Africa), the
criteria for selecting the countries that will be included in the analysis process,
research methodology, type and source of the data that have been used in the
research. The chapter also provides some techniques and measures that are

commonly used to quantify value addition in the global value chains.

3.1. Materials

3.1.1. Description of the Research Area

Africa is the world’s second largest and second most populous continent in
the world after Asia in both categories, the continent is large enough having an area
of about 30.3 million km? (11.7 million square miles) including the adjacent islands,
it covers nearly 6% of the world’s total surface and this is about 20 percent of the
world’s total land area.

Africa, is surrounded by the Mediterranean Sea from the north, Isthmus of
Suez and Red Sea to the North East, the Indian Ocean to the Southeast and the
Atlantic Ocean to the West. The continent includes Madagascar and various
archipelagos, while it has 54 fully recognized sovereign countries there are nine
territories and two de facto independent states with limited recognition. Majority of
the continent and the countries are in the Northern Hemisphere of the earth, with
substantial portion and number of countries are in the Southern Hemisphere.

The climate of Africa ranges from tropical to subarctic on its highest peaks.
The Northern part of the continent is completely desert or arid, meanwhile the central

and the northern regions contain both savanna plains and dense jungle (rain forest).
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Africa is considered as one of the hottest continents on the earth. The highest
temperature was recorded in the desert of Libya in 1922 to be 58 °C (136 °F)).

The continent has the world’s largest combination of density and free range
of wild animals in terms of population and diversity ranging from carnivores such as
lions, hyenas and cheetahs to herbivores such as buffalos, elephants, camels, and
giraffes in addition to huge potential of agricultural resources and different types of

plant.

Figure 3.1. Africa Map

3.1.2. Criteria for Selecting the Countries Used in the Study

Global value chain is a wide and limitless topic, due to the fact that the topic
covers the movement of the agricultural products from the farming stage until its
final use by the consumers. Africa alone as a continent consists of more than 50
countries. Therefore, covering all these states has been one of the challenges for this

study, thus the selection of the countries for the study will be based on the availability
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of the country’s data and the contribution of the country to the world economy. Also,
participation of these countries in the global value chains through the agricultural
products they produce such as cocoa, tobacco, coffee and horticultural crops from
Kenya was another criterion considered for the selection.

Secondly, since the global value chains lack a clear theoretical framework
for the critical analysis of the data, one of the criteria for selecting the country was
considering the previous studies carried-out in the Africa such as Burundi in the
coffee global value chains a study done by (Bamber et al. 2014) and (Gibbon, 2008),
on globalization and African export crop agriculture. However, to ensure inclusivity
of the whole continent ten countries have been selected randomly to represent the
continent and these countries are Cameron, Cote d’Ivoire, Egypt, Ghana, Kenya,

Malawi, Morocco, Nigeria, South Africa and Tanzania.

3.1.3. Method

There are many methods to analyze and evaluate value addition in the chains.
The analysis in most cases stems from the research of secondary information mainly
collected from the government or industry databases or interviews with industry
participants. However, the information or the materials can be derived from market
assessment and market observations. Once the information has been collected
numerous tools and techniques can be used to interpret the information and obtain
the result that could be explained accordingly.

Therefore, the materials and data used for this study have been collected
from secondary sources specifically the materials that exist in some statistics institute
such as United Nation Conference on Trade and Development (UNCTAD), Food
and Agricultural Organization Statistics (FAOSTAT), International Monetary Fund
(IMF), World Bank (WB) and Eora G.V.C database, which are mainly production,
export and import data.

Furthermore, other materials used in this dissertation cover reports such as
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African Economic Outlook, OECD-FAO Agricultural Outlook 2017-2026, FAO
Annual reports, publications such as Logistic and Global Value Chains in Africa,
Duke Global Value chains center, OECD annual publications, UNCTAD
publications, AgEcon research on agricultural and applied economics, all these

materials have been intensively reviewed to achieve the objective of the study.

3.2. Methods

The value chains approach is mainly a descriptive tool that studies the
interaction between different actors in the chains. Therefore, the approach is merely
associated with various advantages because it forces the analyst to consider both
micro and macro aspects involved in the production and exchange of the activities
along the chains.

Global value chains (GVCs) framework focuses on the sequences of the
value added within an industry or firms in the chains from the conception to
production to the final use by the consumer, generally it examines the job
descriptions, assessment of the technologies used, regulations and production
processes. Therefore, the approach provides a holistic view of global industries both
from the top down and bottom up.

Fernandez-Stark and Gereffi (2011), has identified four basic dimension that
can be used to examine the global value chains. These dimensions can be

summarized as follows:

1. Input-output structure: This dimension describes the process of
transforming the raw materials into final products where they can be
used by the consumer, generally it uses arrow boxes to show the flow
of the goods and services and the value added across different stages.

2. Geographical scope: This involves the distribution of industry globally

and which country is active in the global value chains.
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3. Governance structure: This structure examines how value chains are
being controlled by some giant companies and firms in the chains.

4. Institutional context and this is where the industry carries-out value
addition. Generally, the four fundamental dimensions focus on

economic competitiveness among actors in the value chains.

The value of a given product represents the combination of several inputs
some of which have been sourced locally such as labor and local production and
others are been imported from outside such as intermediate inputs and their
embodied labor and capital.

Therefore, understanding GVC requires unpacking of these various
elements, so that for any given product traded the amount of transformation that
occurred locally can be identified by this approach allowing value added to be

estimated.
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Netherland owns the company and technology in

addition to competent workforce and gains $200

out of the final products

While Ghana act as the leading exporter
of Cocoa in the world gains $100 after

cleaning, packaging

Cocoa is mostly produced in Africa, around 60%

of the world production. If the cost of

production is around $50

Country A Producer

Figure 3.2. [llustration of Global Value Chain of Cocoa.

The information on how the country participates in the value addition along
the chains is very important because it helps in estimating the trade value added,
from the above example country B depends heavily on country A for its export
(Figure 3.2) This kind of relationship in the global value addition reveals that there

are two ways of participation in the GVCs namely:

A. Forward linkages: This shows the amount of the country’s exports from
domestic production to another country and the contribution to that
country’s export before the final products are reached.

B. Backward linkages: This reflects the extent to which imports from other

countries are used in the production of a country’s export.
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Several methodologies have been used to estimate the forward and backward
linkages in the global value chains, but the most common approach is to calculate an
indicator of the vertical specialization as described by Nomura et al. (2004) and has
been redefined by Borin & Mancini,(2019) and Koopman et al. (2010).

This approach defines value chain participation in terms of the origin of
value added embodied in export both in forward and backward linkages from a
reference country, thus backward refers to foreign value added embodied in the
export and forward implies the domestic value added used as inputs to produce
export in a specific country.

However, such indicators have been calculated by using harmonized system
of the inter-country input-output tables (ICIOS) (De Backer et al. 2014) and
(Miroudot et al. 2013) using OECD -WTO trade data in value added which will be
also used as the base for the purpose of this study.

Similarly, the backward participation index is measured as the share of
foreign value added that is included in the total export value of a country while the
forward global value chains participation index is measured as the share of a
country’s value added arising from its own export.

Therefore, a country that is predominately assembling product to the final
products and exports them will have strong backward participation index but weak
forward linkage participation while the country which predominately supplies
intermediates to an assembler will have strong forward linkage and weak backward
participation. These participation measures give us a metric of engagement in form
of buying from (backward participation) and selling to forward participation in
global value chains or in other words demand and supply side of the value chain
activities.

After measuring forward and backward participation, this will not capture
all the effects of the agricultural products in the global value chains because the

nature of some products makes the chains very short and sometimes without any
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value addition, particularly products that are consumed directly such as fruits and
vegetables.

Therefore, for better understanding of the effect of participation in the global
value chains, the analysis of the agricultural product value chains need be
complemented with broader indicators to capture the important domestic economic
indicators such as value added obtained from domestic upgrading, role of the small
farm holders and the employment generated through the participation in the global
value chains.

However, due to scarcity of the relevant data and complexity of the
agriculture global value chains, the analysis of the thesis has been concentrated on
the previous research and work of some scholars as the main methodology to achieve
the objective of this study with more emphasis on the country with available data on
the continent.

The literature review has been applied through the systematic review of the
materials related to the area of the global value chains to determine the theoretical
differences in various areas, particularly in the areas related to value added,
upgrading, governance in the context of agriculture in Africa continent. Articles,
books, reports from various organizations, and any source related to GVCs have been

intensively reviewed to achieve the objective of this study.
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4. RESULTS AND DISCUSSION

This chapter presents the results and discusses major problems and
challenges that African agriculture is facing in the global value chains in forms of
governance, upgrading and value addition, concentration and share as well as
difficulties encountered by the small farm-holders and the available opportunities for
the integration in the global value chains.

4.1. Cotton-to-Garment Value Chains in Kenya

The garment value chains are dominated by swing/ assembly and
administration cost which accounts for 34% of the total cost of the production. This
percentage is relatively high compared to the cost of manufacturing in other
countries such as South Africa which on average cost 1.5-2.7% of the total cost.
Therefore, this suggests that improving these two sectors can improve the efficiency

of the value chains (Figure 4.1)

4

Cotton farmers Gin operators Textile producer Manufactures

< A 4 ¥ T

Land preparation13.9%|Seed cotton86% | Lint cotton 20.6%  Cotton material 59.9
Planting 6.1% | Drying 3.1% |Combing  25% | Cutting 1.8%
Seeding 15.3% | Ginning 2.9 % | Twisting 10.1% | Swing 15.3%
Thinning 0% cleaning 3.9% Weaving 16.6% Finishing 1.7%
Weeding 15.7% | Transport 1.3%| Dying 27.7% | Packing 1.4%
Spraying 31.2% | Admin. 2.9% Administration 19.9%
Fertilizing 0%

Harvesting 17.8%

Stamping 0%

Figure 4.1. Cotton to Garment Value Chains (World Bank ,2005)
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Therefore, a value chain consists of five steps that enable the companies or
firms to create a value that could exceed the cost of providing good or services to
customers as final products in a better form possible. These, five steps are: inbound
logistics; operations; outbound logistics; marketing and sales; and service. Inbound
logistics include receiving, warehousing and inventory control.

However, mapping value chains seems easy and simple as it always been
illustrated as a process that follows A to B and C sequence but in reality, value chains
are more complicated process as the product passes through various stages until it

reaches the consumers as a final product (Figure 4.2).

The way we
describe it: A

]

The way it
really is :

.-"'""F."

Figure 4.2. Mapping Value Chains (Kaplinsky& Morris 2001)

Therefore, identifying an entry point for the value chains analysis is very
crucial for the final result. Normally, in agricultural sector a farmer is considered as
an entry point then followed by processor, buyers and the customers after packaging

and categorizing the buyers in the market.
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Table 4.1. Breakdown of the Canned Peaches Value Chains in South Africa.
(Kaplinsky& Morris 2001)

Stage in value chain Contribution to final
product value (%)

Within South Africa

Peaches 12.4

Cans 11.6

Sugar 4.2
Canning 14.7

Labor 7.4

Other “depreciation, utilities, profit, internal transport” 7.3

Total inside South Africa 429
Outside South Africa

Shipping, duties, insurance, landing charge 24.2
Importer’s margin 6.3
Supermarket margin 26.7

Total outside of South Africa 571

Table 4.1. illustrates peaches value chains in South Africa, it can be realized
the chains involve different steps addition of various factors inside South Africa and
outside South Africa. For instance, the value added with South Africa, the value of
peaches has a share of 12.4 % while canning and addition of sugar have 11.6 and 4.2
% respectively out of the final value of the product. However, the cost of labor and
other stages cost more than 15% in share making the total Inside South Africa about
42.9 %. In contrast the cost outside, South Africa is relatively high about 57.1 out

the total value added to the final products.
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Global value chains: Global value chains can also be understood as
networks of functionally interrelated producers and buyers that are engaged on a
global scale in processes of value creation as products pass across borders and

between different actors in the chain

Value added
by second tier
suppliers

Value added
by first tier
suppliers

Decomposition of
gross exports

Value added
in the country
of final
production

> e

Final ) ; Final 4
consumption A assembly s
7 £
N

>

Trade in inputs
(second tier suppliers)

rade in inputs (first| |
tier suppliers)

Figure 4.3. Illustrates the Definition of Global Value Chains, (OECD,2014)

Figure 4.3 Illustrates the definition of the global value, where the production
of a single product no longer exists in one region but instead bunches of networks

and companies are involved in the production process
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4.2. Governance in the Global Value Chains

Governance in the global value chains is viewed by some analysts as the
process of exercising control over a certain type of product along the chain through
the specific conditions such as what type of product should be supplied, what
quantity and how it should be produced and when, and at what price.

Gereffi (1999), refers the term governance to the issue of authority and
power relationship within the global value chains. Therefore, when a group of firms
in a particular functional position in a value chain manages to shape who will meet
the above-mentioned conditions and standards, these groups of firms are termed lead
firms in the value chains, thus the approach focuses on inter-firm relationships and
institutional techniques through which non-market coordination of activities in the
chain could be achieved mutually.

However, global value chains were classified into two categories based on
the nature of the lead as producer- driven chains which characterized by production
to order and usually they exist at the end of the production site, while buyer-driven
chains and this type is characterized by lower barriers to enter the production cycle
and often they are subordinate to the lead firms which control design, marketing
distribution and majority of this types exist in Africa and other developing countries.

This classification of the governance in the global value chains into the
producer-driven chains and buyer-driven chains has ignited serious debate on the
scope and major factors driving governance in the global value chains, (Gibbon,
2005) argued that governance in GVCs is beyond the dichotomy of the producer-
driven chains and buyer-driven chains citing the appearance of outsourcing that gain
the momentum in agriculture sector (i.e. chocolate companies) due to lower cost of
production which is peculiar to buyer-driven chains and producer driven chains,
Gereffi (1999), elaborated furthermore that the dichotomy no longer reflects the

reality of the governance in GVC as the e- commerce has engulfed the global market.
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However, scholars such as (Humphrey and Schmitz 2002), have
distinguished between three types of governance: a) network (firm cooperation), b)
quasi-hierarchy (top down, but legally independent), c) hierarchy (direct ownership).
The criticism and the debate on governance in the GVC culminated into reviewing
the scope of the concept by Gereffi et al. (2005), when they formulated a new
framework of the governance in the global value chains that goes beyond the
indigenous common types of global value chains of buyer-driven and producer-
driven chains.

They have developed a matrix that composes of three independent variables,
and each variable could take two values (high and low). The variables were (1) the
complexity of the information and knowledge required to sustain a particular
transaction (2) the ability to codify and transmit efficiently this information between
the parties and (3) the capabilities of the supply base on relation to the requirements
of the transaction. The matrix yields eight combinations in total where three of them
have been ruled out improbable practically, thus the remaining types of governance

can be illustrated as follows:

1. Market: This type of governance, an interfirm link is characterized by
having low informational complexity, easy codification of information, and high
supplier capabilities and the costs of switching to new partners are low. iske!

2. Modular: Interfirm links involved in this category have to some extent,
more specialized suppliers who can finance part of production on the side of the
customer, and the technology is sufficiently generic to allow its use by a broad
customer base. Therefore, this type of governance is characterized by high

informational complexity, ease of codification, and high supplier capabilities. ist!
3. Relational: Interfirm links involve many interdependencies, sometimes
underwritten by close social relationship; the main characteristics of this type are

high informational complexity, low ability to codify information, and high supplier
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capabilities. sl

4. Captive: Interfirm linkages involving one-way dependency of suppliers,
high levels of supplier monitoring, and high costs of switching for suppliers;
characterized by high informational complexity and simple codification, but low
supplier capabilities. ke

5. Hierarchy: This type is characterized by classic vertical integration,

shaped by high informational complexity, difficult codification and low capabilities

among independent suppliers.

Market Modular Relational Captive Hierarchy
End Use
l};?fn? IF-'?ran? Integrated
Lead Firm
: : Firm
Turn-key Relational
5 § Supplier Supplier
< |=
| &
Component and Component and v
Suppliers Material Material Captive
Materials Suppliers Suppliers Suppliers
Degree of Explicit Coordination
Low « » High
Degree of Power Asymmetry

Figure 4.4. Governance Structures in Global Value Chains, (Gereffi et al. 2005)

Gereffi et al. (2005), identified three factors that influenced the choice of
governance by the lead firm: the complexity of information and knowledge required
for transactions, the extent to which it is possible to codify the information, and the

capabilities of potential suppliers in the value chain. Therefore, a supplier in a captive
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value chain could improve its capability and may move up to a reach a better position
in the value chains.

Gibbon (2005), found that governance in the global value chains is not only
determined by different combinations of the three variables highlighted by Gereffi
et al. (2005), but also by the global and local environment that govern the
relationship between the firms and companies in the global market.

Gereffi and Gibbon built their argument on two principles, transaction and
institutional environment surrounding the firms questioning “If the concerned
transaction is highly complex while its codifiability is low” then outsourcing firms
have little choice but to engage with their suppliers through relational linkages or
internalize the linkages within boundaries of the corporate hierarchy. This eliminates
the feasibility of learning strategies that focus on modular linkages. Thus, they
concluded that complexity of transactions and the ability to codify determine the
scope and characteristics of out-sourcing and supplying activities along the chains.

Also, the strategies of the lead companies and suppliers are influenced by
institutional environments and other specificities surrounding the local setting. This
involved inefficient physical infrastructure, weak market, corruption as well as low
levels of trust that may result in prohibitively high transaction costs. In such an
institutional environment, lead firms find it extremely difficult to outsource to local
firms, even if the codifiability of transactions is high and the capabilities of the local

supply base are high enough for the job concerned.
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4.2.1. Identifying Key Governor in the Chain
Table 4.2. Key Governor in Chain (Kaplinsky and Morris, 2001)

Indicator

Strengths and weaknesses

Share of chain sales

Not a strong indicator as may only be a reseller of bought-
in materials and may lack influence

Share of chain value
added

A better indicator for measuring size since it reflects the
share of the chain’s activities.

Share of chain profits

May be a good reflection of chain power, but may also
arise from monopoly control over scarce raw materials
(e.g. platinum) and may have little influence over
downstream processing

Rate of profit

A poor indicator since minor players in the chain may be
relatively profitable but have little influence

Share of chain buying
power

A good indicator of power, particularly if there are
asymmetries, that is its dependence on its suppliers is
less than their dependence on the lead firm

Control over a key
technology (e.g.
drive- train in autos)

A good indicator in producer-driven chains such as autos
since this defines the distinctive competence of a chain
(BMW'’s image as a quality, refined car) while the smaller

“‘market identity”

and holder of | firms *fill in the gaps’ in the chain.

distinctive

competence

Holder of  chain | May be critical in markets where brand image is very

important

Table 4.2 shows the key governor that are commonly used to estimate
various factors involved in the value chains analysis their weakness and strengths.
The power which any party may have in the chains can paradoxically be
reflected in two different ways. The first arises from the power to force other parties
to take a particular action and the second to be deaf to the demand of others.
These contradictory effects emerge from the facts that parties are often

involved in different chains and this may result in cross-cutting power between the
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actor in the chains with one dominating and other with determinantal effects down
the chains.

Therefore, the issue of governance and power in the chains may be
complicated and relatively depend on the size of a particular firm in the chains. In
general, the larger the firm, the more influenced its role, but in relation to what?
(Table 4.2) provides a number of possibilities and to which extent they are important.
Which indictors is important will be contingent on the internal characteristics of a
particular chain and the territorial scope weather the firm share’s is at the global or

local level.

4.2.2. Mapping Global Value Chains

Since the emergence of the global value chain in the last decade of the
century, agri-food industry has been increasingly structured around global value
chains led by food processors and market retailers. Also, the emergence of
supermarket that works with the importers and exporters to control the agricultural
products have accelerated globalization of the production.

However, some scholars attribute the increase in agri-food industry to trade
liberalization and the high pace of technology that has engulfed the world in the last
century. Therefore, production of a single product involves various actors and

different countries until it reaches the consumer as a final product
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Figure 4.5. Nutella Global Value Chain (OECD, 2012)

For example, Nutella is produced by Ferrero international SA with
headquarters based in Italy and more producing factories that are scattered around
the world. However, production of Nutella involves different actors where some
ingredients are supplied locally such as skimmed milk and packaging materials while
other ingredients are supplied globally such as Hazelnut from Turkey, palm oil from
Malaysia, cocoa from Nigeria, sugar from Brazil and other European countries and
the vanillin flavor which comes from China. The final product (Nutella) is sold in
more than 70 sale points globally (OECD, 2012).

Furthermore, for marketing purpose the location of production has been
placed close to the final market where demand is high for Nutella in regions like

North America, South America, Oceania and Europe, while in some regions where
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demand for the product is lower have witnessed absence of the comply region like
Asia and Africa.
However, with the increase of population and consumer’s preferences
changes are to take place and the selling points will reach these regions in the future.
Agriculture and food products can have value chains that are global in the
nature as shown in the figure 4.5 above and it can be regional between countries in

the same continent as shown in the (Figure 4.6) below.
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Figure 4. 6. Regional Value Chains.

Pyrethrum farmers Mosquito coil producer (Kenya)

Mosquito coil producer (Tanzania)

Kenya Tanzania
Land preparation  6.1% Mixing 57.5% 40.7 %
Planting 16.2% Kneading 1.1 % 1.6%
Plant maintenance 22.2% Extrusion 1.1 % 1.6%
Harvesting 21.8% Stamping 5.6% 7.8%
Drying 0% Drying 2.9 % 4.1%
Admin. Cost 33.7% Packing 31.7% 44.2%

Figure 4.7. Value Chains of Pyrethrum in Kenya and Tanzania (World Bank, 2005)

Pyrethrum is a flower cultivated mainly in Kenya and Tanzania for its
insecticide properties, it is considered as Kenya’s fourth largest cash crop. The figure
4.7 shows value chains of the Pyrethrum crop in both countries and it can be observed
that the cost of producing the final product differs significantly between two

countries, for instance in Kenya mixing cost accounts for 57.5 % of total cost while
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in Tanzania is more than 40% in contrast packing cost is higher in Tanzania than that
of Kenya (Figure 4.7)

Therefore, it would be better for both countries if they are engaged in
regional value chains, where Kenya can pack the final product since the cost of
packing is relatively lower compared to that of Tanzania and on the other hand
Tanzania mixes and produces the final products as it has advantage and capabilities
of producing the mosquito coil at lower prices.

However, such a move is contingent on the interest of both countries to enter

into mutual trade relationship where both benefits from the final product.

4.2.3. Governance and Factors Influencing African Agriculture in GVCs.
Producer- driven value chains are always dominated by large manufacturing
companies which capitalized on competitive advantages in a specific segment in the
global value chains. This advantage is not available for many African countries
because the continent depends heavily on exporting unprocessed agricultural
products while the processing and value addition are carried-out by big firms which

exist out of the Africa.

Table 4.3. Indices of Agricultural Trade Export Volume (2010=100) (World bank,

2017)
Region 2010 | 2012 2014 2016
World 100 235 95 68
East Asia &pacific 100 222 133 92
Europe 100 257 80 38
Latin America 100 376 19 6
South Asia 100 233 105 211
Africa 100 121 133 140

The volume of Africa’s agricultural export is relatively similar to East Asia
and pacific in 2014, and higher than that of Latin America and Europe at the same
year, while in 2016 Africa has witnessed increase in the volume of export (Table
4.3).
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This finding resonates with Raikes and Gibbon findings (2000), when they
argued that Africa is engaged mostly in upstream activities, exporting only
unprocessed agricultural products to other countries.

Mutambara (2013), in his article on African trade with Asia found that
historically Africa’s major trading partner in raw agricultural product was Europe,
but over the last decade the market shifted to Asia. This increase in trade share with
Asian countries many scholars referred it to the increase restriction imposed on
African agricultural products by most of the European countries. Stressing
furthermore that increased standards and complying with hygiene and Phyto-
hygiene on agricultural products allowed East and Southern Asia countries to seize

the opportunity and improve their trade share with Africa

Table 4.4. Common Agricultural Products in Selected African Countries (FAO,

2019)

Etho Uga Cote Ken Nigr Gha Sa Mal
Coffee S B - i I ) B :
Tea * *3% - Kok _ _ : )
Horticulture - - - *okk ) i} :
Fruits and * ok * * ; ) O
vegetables
Cotton s * - - * i} : ok
Cocoa - _ * - sk sk - Fkok
Tobacco % Hk - - * * B wok

*#% =]eading in production ** Moderate * lower production and — implies insignificant

From Table 4.4 can be realized that the continent is heterogeneous in terms
of the agricultural products. This is attributed to the environmental characteristics
that shape the continent as climate and weather favor growth of some products over
other. Ethiopia is leading in production of coffee, Kenya in tea and horticulture while
cotton exist across the region. West Africa specially Cote d’Ivoire and Nigeria
followed by Ghana complement the role of producing Cocoa globally. While tobacco
production varies cross the region.

39



4. RESULT AND DISCUSSION SEBIT YOUNIS MAYEK DENG

African Economic Outlook (2015), found that most of the agricultural
products produced by African countries particularly cash crops such as cotton,
coffee, sugar, tea, cocoa and tobacco tend to be under producer-driven chains which
typically fall under categories of captive or hierarchical governance of global value
chains defined by Gereffi et al. (2005).

These crops fall under captive or hierarchal type of the GVCs, because the
producing companies have the ability to perform most of the activities and value
addition processes outside the continent. This situation gives these firms an
advantage to codify complex product specifications with high degree of monitoring
and intervention leaving the suppliers and producing countries (Africa) to participate

only in the niche market share.

Table 4.5. Market Share of Top Five Global Food Retailers (1999) (Gibbon, 2008)

Market leader Share of top 5 | Origin
1 | Billa, Bewe, Hofer, Metro  59.9 % ~ Austria
2 | Gib, Delaizele lion, Aldi | 64.0 % ‘Belgium
3 Dansak Supermarket, 77.6 % Denmark
Dargrofa
4 Tesco, Wal-mark, Asda 49.9 % UK
5 Marko, Dirk van der Broek 86.1 % Netherlands

Daly et al. (2016 ), in their article on maize value chains in East Africa found
that the largest grain traders, Archer Daniels Midland Co (ADM), Bunge Group,
Cargill, and Louis Dreyfus to have collectively controlled around 70-90 % of the
global trade in gains and of none of these companies was an African firm, but rather
they were all originated mainly from Europe, having the brand, technology and
skillful workers, giving them the advantage to control the world market and the
whole value chains which critical is to the world food trade (Table.4.5).

Therefore, it is very important for Africa as the continent to develop and
build its own retailer companies, branders, market distributers that will deal with the

final products that are ready for sale and used by the consumer, other than depending
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on these leading companies. Also, this could be an opportunity for African
companies operating in agriculture sector to incorporate additional stages along the
chains such as making flower bouquets, cutting and packaging the fresh fruits and
washing operation for coffee crop before exporting them as raw materials.

Gereffi (1999), argued that it is better for the producing countries to narrow
the gap between the producer and consumers by upgrading the agriculture products
because the closer the gap between the producer and consumers the better the
chances of obtaining a good position along the chains, as most of these leading
companies dictate specific criteria for supplying the primary agricultural products to
the market.

Lee et al. (2012), confirmed that governance in the global value chains plays
pivotal role upon which farmers, producers, regulators and government depend on
because it determines the structure of the market as well as the commodity position
in the chains. Therefore, it is important for Africa to secure a better position in the
chains.

The main aim of the global value chain is to produce value-added products
or services for the global market, by transforming the raw-resources and agricultural
products through the use of infrastructure, available telecommunication facilities,
rules and regulations, institutional environment and human skills. Therefore, African
Economic Outlook, (2015), and Dolan , (2004) and (OECD, 2014) have summarized
the major problems and constraints for African agricultural in the global value chain
as follows:

Lack of Infrastructure: is one of the most significant constraints to
economic development in many developing countries, and nowhere is this more
apparent and obvious except in Africa. Weak and poor infrastructure creates
inefficiencies and leads to a high cost of doing business as it increases not only

production costs, but also international transport costs. Although international
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transport costs as a portion of imports value, have been falling over the last two

decades of the century yet Africa has the highest transport cost globally.

International Transport Cost as a Portion of the Imports Value (%)
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Figure 4.8. International Transport Cost as a portion of Imports Value Between
2005-2014 (UNCTAD, 2015).

The cost of international transport has witnessed significant drop over the
last decade except in Africa where the cost of transportation as a portion of imports
value has increased significantly as illustrated by the (Figure 4.8). This increase in
the transportation cost can be attributed to many factors such as weak physical
infrastructures, weak institutional system, barriers on many ports in Africa and above
all considerable number of African countries are land lock which generally double

the transport cost.
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Table 4.6. Infrastructre Indicators in Sub-Sharan Africa (FAO, 2019)

Electric Telephone $ Cost of 3 Percentage
consumption = mainlines minutes to | of paved
per-capita/ per1000 people @ USA Road
killowat

Sub- 439 16 8.11 16

Sharan

Africa

Sub- 146 10 8.65 9

Sharan

Exc-S A

Knick (1980), have estimated that the cost of shipping a bushel of wheat
from New York to Liverpool have been lowered by 50% between the year of 1830-
1880 and again by 50% at the end of year 1914. This reduction has been exacerbated
by the technological innovation and improvement of transportation system which
improves trade between America and Europe at that time. However, in Sub-Saharan
region the cost of three minutes calls can reach up to 8.11 $ in 2002 as shown in
(Table 4.6), which is 5 times higher compared to the cost of one-minute call from
New York to Liverpool in 1980.

Adewole (2019), found that the average cost of importing single container
of goods to Africa costs more that USD 1000, while exporting the same container
from Africa to other region costs less than USD 900 and concluded that Africa have
the highest average port and terminal handling fees to export and import products.
Africa comprised of more than 50 countries and out of them around 15 counties are
landlock countries which is the highest proportion of the landlock countries in the
developing countries. This has influenced these countries massively as they pay
double prices compared to the rest of the world.

The overall influence of weak physical infrastructure is the imbalance in
trade flow of African agricultural trade with the world, where the price of importing
agricultural products are higher than exporting them Nello, (2014), in her article

“Winners and Losers from World Agricultural Trade Liberalization™ refers this
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dramatic decrease in agricultural export in the developing countries particularly sub-

Saharan Africa as (the gradual marginalization) in the global market.
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Figure 4.9. Unit Value of African Agriculture Export and Import (FAO, 2019)

Figure 4.9 illustrates the finding of Nello (2014), where the unit value of
importing raw agricultural products is higher comparing to export rate which is
attributed to many barriers and restrictions imposed on the import of agricultural
products in addition to weak physical infrastructure in the continent

However, some researchers attribute this increase to the region gross
domestic production coupled with increased population during the last decade.
However, it has been estimated that sub-Saharan Africa has imported not less than
$48.5 billion in 2014 of food and agricultural products, mainly from United State of

America and European countries (Adewole, 2019)
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Table 4.7. Top Sub-Saharan African Agricultural Import in 2014 (World Bank,

2015)

Agricultural products Percentage
Wheat \ 9

Palm oil 9

Rice \ 12
Prepared food 8

Sugar \ 7

Dairy products 6

Poultry meat and eggs \ 5

Other products 44

Africa and Sub-Saharan region particularly over the last 5 years have
witnessed substantial increase in imported food products, forcing many to refer it as
consumer-oriented continent consuming mainly prepared food, poultry, wine, beer
and other vegetables. This, situation has raised the food imports to around 70%
constituting approximately 46% of the region total import in 2014 (Table 4.7).

The uniqueness and internal characteristics of each country in Africa
contribute to how the country imports these agricultural products. South Africa and
Nigeria for example have the highest agricultural imports from USA and mainly
consuming wheat, rice and other intermediate products such as oil and palm oil. In
contrast Angola, Benin and Ghana concentrate their imports on poultry and prepared
food while Kenya depends heavily on cereal crops from USA and EU countries
respectively.

This situation is mainly attributed to farmer’s inability to produce enough
food that could meet the demand of the growing population in addition to around
80% of Africa’s agricultural products are produced by the small producers that lack
the advance tools of production such as modified seed varieties, traditional irrigation
system, lack of technology and prevalence of drought this situation has forces some

African countries to spend billions of dollars on food imports (Table 4.8).
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Table 4.8. Top Six African Countries that Account 50% of Food Imports in 2014

(World Bank 2015)
Country Ghana  Benin Nigeria Angola Kenya S. Africa
Import$B 1.8 2.2 5.8 41 1.7 5.91

Moreover, the continent also suffers from the absence of available and
reliable complementary infrastructure services such as electricity and
telecommunication which further forced many experts to call that situation “bring
your own infrastructure” for potential investors who want to invest in Africa.
Nevertheless, the current development and improvement in Africa is being attributed
to the investment in the infrastructure sector generating 30-40 % of the electricity
and construction of around 40 to 80 percent of paved road in Africa.

Weak Institutional Framework: With the exception of a few African
countries the general institutional framework of Africa is very weak and the
regulatory system is not functioning well. According to the World Bank report
(2017), on doing business in Africa, they found that there is a strong correlation
between transparent and weak bureaucratic administration, legal and judicial
procedures and the positive opinion of the investors in a country. African institution
is characterized by these problems making it one of the greatest challenges for the
continent to participate fully in the global value chains.

Therefore, well-functioning institutions are very important for the growth
and development of agricultural sector, because it boosts investment in human
capital as well as in goods and services Selwyn (2016), and Johnson et al. (2010)
have estimated that improving the institutional sector in sub-Saharan African
countries from its current status to the one in Asia could boost per-capita income up
to 80%.

Political Instability: Until recently most of the African countries have
witnessed force overthrew of democratic regime in several countries that has

deteriorated into civil war. This has created unstable political environment which is
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not conducive for involvement in the global value chains. However, it remains too
early to judge the situation of the continent that it has improved or not, even if some
regional bodies are reporting on enhancement of the political situation yet the reality
on the ground is absolutely different.

Macro-economic Policy Environment: Many African countries have weak
and unstable macroeconomic environment while others are heavily inflicted with
large fiscal deficit and high inflation rate shaped by overvalued currency exchange
rate. This has hampered the development of regions and hinder many opportunities
to improve agricultural sector through export of processed agro-commodities
products and engage actively in the global value chains.

Insufficient Workforce: The developmental institutions in Africa tend to
be poorly connected with industry demand of qualified workers and their
preferences, particularly the midlevel workforce and managers. This has hindered
the competitiveness and quality of agricultural products produced in Africa, for
instance, currently many African youth are not interested in pursuing careers in
agricultural sector or at the training institution. In retrospect most of the African
countries have outdated curricula that teach only the history and evolution of
agriculture creating disparities in many vacancies in various agricultural sector.

Gender Disparities: Gender incorporation into GVCs makes the
distribution of gains from upgrading and GVC participation uneven along gender
lines. Although there are exceptions, typically women are disproportionately
concentrated in ‘lower skill’, lower paid positions within the chain and they often
face discrimination in various forms, despite the fact women are majority in the
agriculture field in Africa as shown in (Table 4.9)

According to the African Development Bank agriculture sector employed
around 65% of the workforce in the continent which account for 17% of the growth
in Africa. Therefore, agricultural global value chains in Africa will have profound
effect on large number of people in the continent
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Table 4.9. Some Indicators of Africa as Continent (FAQO, 2019)

Africa 2005 2016
Population (million) 924.8 1256.3
Rural population (million) 580.8 718.0
Area harvested million (ha) 213.2 255.3
Employment in agriculture (%) 58.6 53.2
Female employment in agriculture (%) 63.0 55.9
Agriculture value added (% GDP) 14 16

These challenges have been amplified by trade liberalization, deregulation
and dissolution of many agricultural boards that used to govern and regulate
marketing of the agricultural products in the global market. Conversely, some writers
like Gibbon (2008), Keane (2012) and Kaplinsky (2001), argued that market
liberalization has improved the quality of agriculture produce but yet it only serves
interest of lead firms in the global value chains and Africa was trading down unable
to take advantage of the benefits associated with the global value chains.

Struthers (2019), found another challenge that Africa fails to cope up with
the challenges in global value chains and at the international market and it’s the shift
of power in the chains from suppliers to the producers that kept most of the
agricultural products in a captive or hierarchical form of governance. Generally, this
has positioned the continent in marginal segments of the global value chains leaving
the overall control of the chains to the big producing companies and firms in the
international market.

Therefore, governance structure in the global value chains determines
upgrading opportunities which always vary by chains rather than the sector with
buyer and producer driven present in all sectors. Africa over the decade has
witnessed increased number of supermarkets which have greatly influenced the
agriculture value chains in the continent. This influence can be seen in the recent

increase of supermarkets in Africa.
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4.3. African Foreign Investment in Agriculture

Foreign direct investment (FDI) in agriculture is more likely related to search
of the resource opportunities rather than market seeking. Resources like purchasing
of the land and other natural resources are among the main target of FDI in
agricultural sector which in most cases are influenced by the government policy.

However, in agriculture sector FDI can play a critical role by increasing
fragmentations of the production processes along the chains, which in general is
influenced by backward and forward participation of the country because acquisition
of long-term agricultural land for the production of crops without any controversy
can foster and improve forward linkages for the country with abundant arable land.

Recent research in GVC found a significant and positive correlation between
FDI openness and forward participation in the GVC, as FDI inflow positively
influenced backward linkage and FDI outflow influenced the forward linkage
participation, and the overall linkage was associated with policy setting that
influenced the outcome within the sector. Therefore, looking closely into the factors
that influenced investment is the key solution to overcome these hurdles.

Over the last five years some African countries that have made progress in
physical infrastructure sector and managed to attract some foreign direct investment
and participated actively in the global value chains countries like Ethiopia and Kenya
have supplied cut flowers to Dutch auction houses or what they are referred as flying
geese phenomenon. Therefore, attracting foreign investment is associated with

multiple benefits to the country.
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Figure 4.10. Total Africa Foreign Direct Investment in Agriculture (FAO, 2019)

Figure 4.10 illustrates the total inflow and outflow in agricultural sector over
the last decade in Africa, it can be realized that FDI inflow in agricultural sector is
very low comparing to total outflow and this is due to the above-mentioned reasons
namely lack of physical infrastructures, absence of functioning institutions and
above all weak financial system that have hindered Africa’s potential to attract
foreign investment in the agriculture sector.

However, many referred this situation to developing countries being bias
toward the countries with large natural resources particularly oil, gas and minerals-
rich countries placing Nigeria, Angola and South Africa among the top investor’s
countries in Africa. This, peculiar characteristics of FDI in Africa has denied the
continent’s opportunities to the employment, skills development and transfer of
knowledge and technology which culminated in the continent’s weak participation

to the global value chains and huge deficit in agricultural trade in the global market.
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Figure 4.11. African Trade in Some Agricultural Products (FAO, 2019)

The overall influences of lack of foreign investment, absence of qualified
workforce, weak physical infrastructures and other complementary services and lack
of primary agricultural inputs such as seed, tools and fertilizers, improved variety of
seed, traditional method of irrigation and other environmental factors has resulted in
the trade imbalance where the continent have deficit of more $20 million in cereal
crops, and more than $5 million in meat and dairy products (Figure 4.11). Therefore,
it is significantly paramount for Africa to radically address the above-mentioned
problems in order to improve the trade in agricultural sector and meet the demand of

the growing population in the continent.

4.4. Upgrading within Global Value Chains
The concept of upgrading in the GVCs literature has been used in a broader
context and mainly to describe the possibility for producers or the farmers to move
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up the value chain, either by shifting to more rewarding functional positions or by
adding value to the agricultural products which in return will generate a better
income to the farmers.

However, the concept can be referred to the process of placing innovation in
a relative context compared to competitor, thus the process is measured through
competences which generally provide new value to the final consumer where
products are relatively different from other products and sometimes is difficult to
copy.

Cattaneo et al. (2013), have linked the appearance of this concept to the new
paradigm in political economy and industrial economics which occurred in the early
1980. Theoretically, this paradigm was based on the notion that capitalist economic
systems were in the process of shifting from a “Fordist” to a “post-Fordist” basis.

Therefore, Fordism was designated on mass production of undifferentiated
commodity products for mass consumption. Comparatively the concept was
associated with large-scale production and relatively inflexible technological skills
in the factories, while companies were characterized with high degrees of functional
specialization.

Under Fordist system, upgrading is said to have occurred on the basis of
maximizing the physical capital and technological innovation which resulted in a
great development in the economic sector and improvement of the product as well
as strengthening of the manufacturing processes. Therefore, Fordism has developed
mankind skills and capabilities particularly in the area of designing and marketing.

Gereffi (2014), has identified clearly how the upgrading process is examined
the in GVCs literature, and he mentioned the flow of knowledge and information
within the value chains from lead companies to their suppliers and buyers as the best
means of examining the upgrading process in the global value chains.

Therefore, value chains development required continuous attention to the

technical and social innovation at the farm level thus “upgrading in agricultural
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context” can be referred to the ability of farmers to acquire technologies or

management skills to increase productivity and improved competitiveness which

eventually will enhance the position of farmers in the global value chains.

4.4.1. Types of Upgrading the GVCs

Commonly four categories of upgrading can be distinguished in the

agricultural global value chains.

1.

Process upgrading: This is referred to improving efficiency by
transforming agricultural inputs into outputs through the reorganization
of production activities using technology and innovation.

Product upgrading: This type deals with enhancing the qualitative
characteristic of agricultural products by adding new traits or moving
into more sophisticated products by increasing unit value.

Functional upgrading: It is always associated with acquiring new
functions in the global value chains such as designing, marketing or
branding of agricultural products or abandoning old ones mainly to
increase the skill content of activities.

Inter-sectoral upgrading: This type deals with applying the knowledge
and competency acquired in one function of the chain to move
horizontally into more than one chain or better segment within the

GVCs.

4.4.2. Upgrading and Major Problems Affecting African Agriculture in GVCs.

The main factors driving and affecting participation in the GVCs range from

country specific characters to the characteristics of the value added to the agricultural

products. Africa is facing huge problems and obstacles to upgrade and participate
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fully in GVC and these factors have been discussed in the section of governance in
the GVCs. These factors have hindered Africa’s potentials and capabilities to
upgrade and move into a better segment in the global value chains.

According to many scholars and researchers, value addition to agricultural
products in Africa take place outside the continent with slight activities such as
washing and packing in some countries around Africa, but most of upgrading

activities are carried out in the western world

Table 4.10. Indices of African Agricultural Production US$/m (all products as based)
(World Bank, 2017)

2010 2012 2014 2016
All products 100 100 100 100
Raw materials 58.1 62.2 57.6 431
Animals 1.4 1.3 1.3 2.4
Food products 4.9 4.9 4.7 6.5
Wood 1.7 0.9 1.7 2.1
Vegetables 4.2 3.3 4.5 6.8

From the Table 4.10 it can be realized that Africa is heavily engaged in the
production of raw agricultural materials with $ 58.1million in 2010 and $ 57.7
million in 2014 out of the total agricultural products produced in the last five years.

This finding proved the previous studies and conclusions that most of the
African countries has anchored their development economy on primary agricultural
products which in view of many global value experts bear profound consequences
due to price fluctuation and lower price of unprocessed agricultural products in the
global market. African involvement in global agricultural value chains is only on
primary production of raw materials while agricultural value added occurs

predominately downstream or outside of the Africa.
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Figure 4.12. Percent Share of Value in Africa’s Agro-Food Exports by Product
Group (1990 —2011) (Ajmal, 2013)

Upgrading of agricultural products are linked to private standards and
consumer preferences. Africa in the decade has provided substantial value-added
opportunity for the agriculture sector in Africa. With the changing patterns of
consumer demand, the value composition of Africa’s agri-food exports has
dramatically shifted away from bulk commodities towards higher value products as
shown in (Figure 4.12).

However, recent empirical evidence indicates that urban consumers in large
cities of Africa are willing to pay higher premium for food safety and the
convenience of daily grocery shopping at modern retail stores. This, could be a major
advantage in African markets where most of the buyers are less stringent to purchase

agricultural products.
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Figure 4.13. Value Composition of Sub-Saharan Africa’s Agro-food Exports by
Product Type (1970 —2009). (Ajmal 2013)

Vertical coordination has become an essential instrument to facilitate
innovation and upgrading through the uninterrupted flow of information and
knowledge along value chains. Therefore, Africa needs to upgrade the primary
agricultural products it produces. Figure 4.13 shows that over the last two decades
Africa has witnessed a significant change from bulk export product to export of

agricultural products with high value.

4.5. Value Addition in Agriculture Sector

Gereffi (2018), argued that most of the African countries are largely
integrated in agricultural global value chains only through the export of raw
agricultural material of forward integration but the value that is been added to the
export product is very lower as shown in the (Figure 4.14).

Banga (2014), provides another disadvantage of such kind of integration, as
it is associated with the less production of knowledge assets at the production

process, and in Africa and other developing countries where the rate of innovation is
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low it is more likely associated with the production of raw materials and other basic

inputs to production, which may have little scope for upgrading.
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Figure 4.14. Total Value Added in Primary Agricultural Products (Forward Linkage)
in Selected African Countries (World Bank, 2017)

Figure 4.14 illustrates and proves the previous findings of Fernandez-Stark
and Gereffi (2011), that most of the African countries are involved in the GVC
through upstream participation while addition of value to the primary agricultural
product is very lower, only a few countries with physical infrastructure and other
complementary services managed to add tiny value such as Nigeria, Egypt and
Morocco.

Organization for Economic Cooperation and Development (2016), World
Trade Organization, trade in value added (TIVA) concluded that OECD members in
the GVCs account for 67 % of value created in the GVCs, while Brazil, Russia,
China and South Africa account for 25 % leaving 100+ countries to share the

remaining 8 percent. This finding has forced many analysts and researchers to
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question the criteria and the mechanisms used to distribute the benefits in the GVCs

(Adwole, 2019).
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Figure 4.15. Total Value Added to Export (Forward Linkage) in Selected African
Countries (World Bank, 2017)

However, as it has been provided by Banga (2014), that forward integration
is always associated by lower addition of value which is reflected in the total value
added in export (Figure 4.15), where countable number of countries such as Egypt
and Morocco and South Africa in addition to Cote d’Ivoire collectively managed to
add less than $ 3.5 million in total to their primary agricultural products in 2011.
This amount is lower compared to other countries and companies that are fully
involved in the GVCs such as Cargill, Mars and Nestle that gained billions of dollars
in the GVCs.
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Figure 4.16. Total Value Added in Export (Forward linkage%) (World Bank, 2017)

The heterogeneity of African economy has contributed significantly to the
African lower participation in the GVCs. Because some countries depend heavily on
nonagricultural products, for example Nigeria and South Africa that concentrate
their export on oil and mining respectively, while countries like Malawi and Kenya
depend totally on horticulture and other agriculture products (Figure 4.16).

This disparity in the economy has affected Africa’s position in the global
value chains and the amount of value added to the agricultural products. Therefore,
the countries that depend on agriculture such as Malawi, Ghana and Tanzania
managed to add considerable percentage to their export share which is close to the
half in total in year 2011 compared to other countries that has shown insignificant

addition to their export in agriculture sector, as illustrated by the (Figure 4.16).
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Figure 4.17. Total value Added in Primary Agricultural Products (Backward linkage)
in Selected African Countries (World Bank, 2017)

Africa’s involvement in backward linkage is very low and this is attributed
to the fact that the linkage is based on innovation, research and development, design
and significantly availability of the pronounced trade marker that is well known to
all players in the global market. Lack of these pre-requirements has affected the
industrial sector in the continent.

Furthermore, deficiencies of those pre-requirements have given a few
countries such as Egypt and Ghana, Nigeria to have slight progress in the backward
linkage, with Nigeria having more than $70 million value added in primary
agricultural products in 2011, while other countries lacking the basic preconditions
have remained below the average in their ability to add value in backward integration

(Figure 4.17).
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Figure 4.18. Total Value Added to Export in Backward Linkage (World Bank, 2017)

Participation in the global value chains particularly in backward linkage is
contingent on various factors. Therefore, a few countries that have an advantage to
meet these conditions manage to contribute marginally to their export value.
Countries like South Africa, Egypt and Cote d’Ivoire that are characterized by having
basic infrastructures added a significant amount to backward linkage (Figure 4.18).
However, the overall continent participation is very weak due to the lack of industrial
sectors, tariffs rate, competitiveness, lack of skillful workforce that can contribute to
add value to the primary agricultural products.

Foster-Mcgregor et al. (2015) and (Gibbon, 2005), argued that the successful
stories from African countries did not include upgrading in more advanced and
remuneration activities but only on the marginal role of the global market or niche
market, asserting that instead the continent was trading down to simple labor

intensive that serves the interest of the leading companies in the GVCs.
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Figure 4.19.Total Value Added in Export Share (Backward linkage, %) (World
Bank, 2017)

Similarly, the disparities in African economy have affected the percentage
of countries share in backward linkage similar to forward participation. Therefore,
where the countries depend heavily on nonagricultural products such as in Nigeria
and South Africa, they have the lowest percentage in total value added to their
export.

Conversely, countries like Malawi, Ghana, Cote d’Ivoire and Kenya
managed to have considerable percentage in their total export in backward linkage
and this is due to heavy dependency on agriculture as the major source of export
(Figure 4.19).

Therefore, the internal economic situation of the country plays a significant
role of how much the countries can contribute to their economic development and
participation, as a result country should capitalize on the available resources they
have to participate actively in the global value chains since the participation is not

only contingent on the agricultural sector.
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4.6. Conditions for Upgrading in Agricultural Sector

Access to Knowledge and Technology: Most of the African countries lack
research centers and institutes to carry out study in the agricultural sector but instead
most of the work is left to the small farmers to carry out work based on their inherited
field experiences, which is extremely far from the contemporary agriculture that
based on technology.

Therefore, access to knowledge and technology in agricultural sector is very
important as some big firms require specific type of agricultural products. This can
be rendered by agricultural extension service-providers and some NGOs working in
the field of agriculture.

Access to Affordable Credit: Some countries in Africa have created
partnerships with farmers to facilitate accessibility to credit and loan to the farmers
such as Agricultural Development Bank and some commercial banks provide
support and credit to farmer to purchase their primary inputs which are crucial and
very important for production process.

Dijk et al. (2013) elaborated that Ghana, Uganda and Zambia provided
credits to sorghum producers through financial agencies which later can be taped
from the government fund. Such activities encouraged farmers to produce
agricultural products, which in return enhanced upgrading in and the level of
participation GVCs.

Market Opportunities: Marketing of agricultural products is one of the
riskiest business in the global market and this fact is attributed to the reality that most
of the agricultural products are highly perishable. Therefore, majority of them tend
to secure market as early as they can to avoid damage and lost caused by biotic or
abiotic factors.

Lead firms and some organizations working with the farmers usually
develop their budget according to the latest input price in the market. This budget

will act as the base for negotiation with farmer on the table countries like Sierra
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Leone and Uganda, Ghana and Zambia have applied this technique to help farmers
secure market for their products and upgrade their position in the GVCs

Farmers Organization: Africa is dominated by small farm-holders.
Therefore, farmer organizations following hierarchical model or certain
administration system are very important for upgrading in the global value chains
because registration and organization of the farmers facilitate marketing, supplying
and distribution of the agricultural products to the big firms or supermarkets, Uganda
Eagle has adopted the methodology to improve production and monitor quality of
the agricultural products by organizing the farmers.

Many scholars and researchers in their studies have identified very important
trends across agricultural sector in Africa, as fundamental drivers of upgrading in the
global value chains these trends can be simplified as follows:

Concentration: Concentration of suppliers in the countries with basic
infrastructures such as South Africa, Kenya and Uganda has given these countries
advantage to resist pressure exposed by supermarkets on prices and quality, and has
economically upgrade in the global value chains. In contrary small farm-holders
were unable to access GVCs except as external growers.

Casualization: The performance of workers in the global value chains
diverge between the actors in the chains, ranges from the producers to the countries
with potential to employ workers in the chains for example in South African fruit
broker work as casual-workers while in Kenya and Uganda they work as permanent
labor. This difference in the employment capacity across countries influence the
upgrading in the global value chains.

Regionalization Expansion: Regional value chains (RVCs) in many African
countries can improve the upgrading in the global value chains regionally, by
adopting successful stories from South Africa and Kenya in agriculture sector. Also,

the emergence of supermarkets and retailers that gains momentum in Africa can be
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used to drive the change necessary that can provide an opportunity for the farmers
upgrade in the global value chains.

Increase standards: The role of standards in the GVC as a way to
strategically promote economic and upgrading of the agricultural products at
different levels within global and regional agricultural value chains is contingent on
the availability of skillful-workforces but it also possesses a challenge and threat for
participation of uneducated workers that dominated the agriculture sector in Africa.

Therefore, navigating these trends in the global value chains creates an
opportunity for the agricultural products producers and workers in the agricultural
sector to upgrade their products and climb the global value chain ladder for a better
segment in the chains.

Nonetheless, numerous and multiple challenges at the global both at meso
and micro levels thwart possibilities for the upgrading in the GVCs. This signifies
the necessity to take concrete and robust public-private-social strategies as a
complementary policy measure to promote sustainable upgrading in African
agriculture in the global value chains.

In addition to that, it is paramountly crucial for Africa as a continent to have
pronounced trade mark that can help the continent or the countries that are involved
in the global value chains to compete and sell their agricultural products to the global
market, since trade mark has become part of the contemporary trade policies, that

generates considerable amount of revenue to the owners.

4.7. Concentration and Market Share

Concentration: The current changes in the global market are driving food
supply to be more closely coordinated in terms of production and retailer chains, and
the intention is to meet the demand of the consumer. However, as food industry
becomes more globalized, food markets are responding to consumer preferences at

local level and are catering to specific segments along the chains.
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Therefore, the ability to supply a specific market segment and compete
successfully requires full knowledge of the market, consumer habits and preferences
in addition to the complex models that can project future growth and preference

changes.

Retailers (Fylles, Chiquita,
Acon group) and

Supermarkets 21-45 %

Processors and

distributors 20-25 %

Transport 6-10% &

Owner of the

farm 12%

Farmers 4-8%

Figure 4.20. Distribution of Value Added Along Banana GVCs. (writer’s elaboration
based on Oomes et al. 2016)

Dominance: The stakeholders and big companies that are situated
downstream in the GVCs particularly the processors and traders, are increasingly
dominating the chains as illustrated by the (Figure 4.20) above, processors and
supermarkets have approximately 21- 45 % share of the total in the chains.

Therefore, they always decide on the improvements of the production
process along the chains and also dictate the new rules and regulations to followers,
particularly the private standards and who will establish new distributions and who

may relocate part of the production and transformation process.
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Furthermore, heavy pressure imposed on retail prices by the large dominant
firms always tries to oust other actors from the chains and the market. This act
tantamount to isolation and corresponds less and less to the model of perfect
competition and often increases tendency toward oligopoly type of market which
aims mainly to supply to the final market.

However, dominance and concentration along the chains take different
forms and shapes as it can be summarized bellows:

Input supplier concentration: This type of concentration is vivid in agro-chemical
and seed sector, where countable number of companies account for 90 % of the

global sale, three different phases of this type can be identified:

1960 1970 1980
Seed companies dominate the
Hybrid Increases interest from chains and develop GMO
seeds agro-chemical products, this brought Du
companies Pont, ICI and Unilever

Figure 4.21. Phases of Seed Concentration (OECD, 2018)
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Figure 4.22. Market Concentration Across Seed Markets 2016 (OECD, 2018)

Global concentration in seed markets have been continuing for several years,
driven mainly by fixed cost of research and development, technological activities
and complementary services in the seed companies. However, the concentration in
global seed markets varies considerably across different countries. Figure 4.22
shows the concentration tends to be high in sugar beet, cotton, sunflower, maize and
rape crop this could be attributed to high demand for these crops in the market, in
contrast potato, soybean, wheat and barley have lower concentration.

Furthermore, the concentration and consolidation in the global seed market
shaped by merger and acquisition have negatively impacted farmers and crop
producers due to high prices, reduced competition and lower rate of innovation on
seed sector because of the few numbers of players in the market. This occurred while
some researchers argued that well-functioning, competitive, innovative seed markets

are crucial for agricultural development and global food security.
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Production concentration: This type of concentration has not been well
documented in agricultural sector, but some researchers such as Martinez (1999),
argued that the scale of pig production in USA has increased from 37% to 71 % due
to vertical coordination between production units and processing plant.

Processing concentration: Normally, this type of concentration covers
wide range of activities such as processing of fresh produces and adding some value
through packing, preparation and innovation as it is happening in Kenya or

transforming raw agricultural products into a variety of processed products.

Table 4. 11. Increasing Concentration in Meat- Processing Industry in United States:
Four firm Concentration Rations (Humphrey, 2016)

1986-1987 1990 1994-1995 1998 2000-2001
Pork packers 37 40 - - 59
Beef 72 76 79 81
Broilers 35 44 46 49 50

Table 4.11 it can be realized that the four-firm concentration ratio for beef
packers increased from 72 % to 81% between 1990 to 2001. The four-firm
concentration ratio for pork packers increased from 37 % in 1987 to 59 % by 2001,
while the ratio for broilers concentration increased from 35 % in 1986 to 50 % in
2000.

Consumer outlet concentration: This concentration occurs at the sale point
to the consumer and it is commonly found at the end of the market where retailers

and super markets have the largest share in the market (Figure 4.23).

69



4. RESULT AND DISCUSSION SEBIT YOUNIS MAYEK DENG

5 retailers
control 50 %
of the market

in Europe

A\ WS Top 10 brands
%\,,\X\B‘\\,. ( O represent 15 % of

world retail sales

7 billion
consumers

RETAILERs

®

TESco

-—

BRANDS
o“de\éh
L 4 W

nternational

retailers

processors & brands

traders

INPUT supPLlERS
MONSANTO 3

2.5 billion
farmers & workers

input suppliers

Figure 4.23. Consumer Concentration (Oomes et al. 2016).

Global agricultural markets have become increasingly complex because of
concentration at all points in the value chain and the increasing scope and complexity
of food standards, particularly those relating to hygiene and food safety. Therefore,
realizing the potential benefits of agricultural export growth for poverty reduction
requires careful analysis of trends in global markets and the policies that will unlock
the potential for growth and poverty reduction.

Therefore, concentration matters for two reasons. First it leads to
concentration at the other levels, secondly it creates oligopolies and inequalities in

the market power which tends to reduce the profits made by other firms.

4.7.1 Concentration and Market Share of Cocoa
Concentration in the market exists in two dimensions horizontal
concentration which occurs in case of mergers or take over by some companies in

the same activities and the same market and vertical concentration and this type exist
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when companies in a certain segment in the value chain integrate in other segment
of production process in the chains.
However, concentration in the regional and global market has been

traditionally measured by two common methods

1. The Herfindahl-Hirschman index (HHI). The HHI takes the sum of
the squared market size of all companies in a certain market, which
gives a number between zero (perfect competition) and 10,000 (perfect
monopoly), generally, an HHI value below 1000 indicates that
concentration is low; a value between 1000 and 1800 indicates that a
market is moderately concentrated. HHI values above 1800 are an
indication that the market is highly concentrated to such an extent that
it raises competitive concerns.

2. The concentration ratio. The concentration ratio x (CRx) is the sum
of the market share of the x largest firms in a market, which gives a
number between 0 percent (perfect competition) and 100 (market with

only one seller in the market)
Africa remains one of the largest cocoa producers globally, it has been

estimated that the continent has produced around 3.2 million tons of cocoa in 2013-

2014, accounting for 73% of the global production (Gayi and Tsowoa, 2016)
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Figure 4.24. Production of Cocoa by Region (Gayi and Tsowoa, 2016)

Historically, cocoa beans have been exported to Europe as raw material
where most of production activities are been carried out, but over the last decade of
the century many producing countries have decided to conduct the initial stages of
the production process by grinding cocoa locally. As a result, Ghana and Cote
d’Ivoire have grinded around 519,400 tons of cocoa in the 2013-2014.

Concentration in cocoa global value chains can be interpreted within the
context of governance and upgrading in the chains, as most of the big companies
always attempt to control the chains. For instance, in early 2003 number of cocoa
companies has decreased from 30 to less than 10 players in the global market,
companies such as Cargill and ADM took over the role of other companies.

Therefore, the concentration pattern has accelerated in the last seven years,
giving advantage to the biggest cocoa trading and processing companies such as
Barry Callebaut, Cargill and ADM to control around 50-60 % of the world global
production by 2013.
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However, the major drivers of these transformation and concentration in the
global market is the trade liberalization reforms that have increased the competition
in domestic intermediation and export of the cocoa beans by increasing the number
of players in the market.

Horizontal integration of the cocoa in the global value chains has not only
consolidated trade concentration but also processing concentration. It has been
reported that in 2006 a few companies, namely Barry Callebault, Cargill, ADM and
Blommer Chocolate Company to control around 50% of the world cocoa grinding
but it is expected that these companies now control around 60% or more in the same
market (Figure 4.25)

Furthermore, high prices of processing combined with the high prices of
inputs have increased production costs for processing companies, promoting merge
and acquisition strategies by some companies that fail to meet the cost of production.
This has encouraged the big companies to increase efficiency cost and attain higher

scale economics.

Grinding capacity across the cocoa processing industry as a
share of the total grinding
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Figure 4.25. Grinding Capacity Across the Cocoa Processing Industry as Share of
the Total Grinding (Oomes et al, 2016)
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In addition to vertical integration global cocoa industries have witnessed a
significant vertical integration encouraging countless number of companies to
expand their activities from sourcing the raw material to producing chocolate within
the same company. This integration has given big firms advantage to control large
portion of the chains from purchasing of the beans to processing cocoa butter and
powder to the final products.

Moreover, increased number of mergers and acquisition along the chains has
resulted in a high degree of vertical integration, encouraged furthermore by the
ambition of the big companies to control production process in order to meet the

consumer’s demand in terms of quality, quantity and traceability.

Table 4.12. Market Shares of the Four Largest Cocoa Processing Companies (Oomes

et al, 2016).
Company 2006 2014
Barry Callebaut 13 % 24%
Cargill 14% 17%
ADM 14% 13%
Blommer 6% 7%
Other 53% 39%

Processing is the most concentrated market segment of the value chains, as
shown in the (Table 4.12). In 2006, these companies together sold around 47 percent
of the world’s processed cocoa. In 2014, their combined market share increased to
61 percent, with only 39 percent of the world’s cocoa processed by other market
players.

Therefore, this increases in the concentration of the global cocoa processing
industry between 2006 and 2014 have increased the HHI index in the processing
sector from 724 in 2006 to 1208 in 2014 which is above the 1,000 benchmarks,
(Table 4.13).
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Meaning that the market could be classified as moderately concentrated in
2014. Similarly, all the concentration ratios have increased as well making the sector
more concentrated and it is expected that the concentration will increase as several

mergers and acquisitions took place since 2014.

Table 4.13. Concentration Among Cocoa Processors (Oomes et al, 2016)

HHI CR4 CR8
2006 724 (low) 47% 60%
2014 1208 (moderate) 61% 75%
2015 1312 (moderate) 65% 77%

Therefore, this vertical integration that took place in the global market has
permitted eight companies to control around 70% of the global cocoa processing,
forcing companies like ADM and Cargill to diversify their activities from cocoa
trade to grinding and production of cocoa liquor, powder, butter and chocolate
manufacturing.

Also, concentration has reached manufacturing segment but it is less
concentrated than the cocoa processing sector. The market is dominated by a couple
of large chocolate manufacturers, which sell their chocolate in many national
markets. The four largest companies, Mars, Mondelez, Nestlé and Ferrero, together

account for 41 percent of chocolate confectionery sales in 2013 (Figure 4.26)
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Top 4 chocolate manufactures that account for 41% in 2013

B Mondelez ®Mars ® Nestlé Ferrero ™ Others

Figure 4.26. Top 4 Chocolate Manufactures that Account for 41% in 2013 (Gayi and
Tsowoa 2016)

The ultimate result of lower concentration in manufacturing can be realized
in HHI which suggests that the concentration in the chocolate industry is relatively
low having 641 HHI which is below the 1000 benchmark. This is supported by the
CR4 of 41 percent and the CRS8 of 61 percent respectively. (Table 4.14)

Table 4.14. Concentration Among Chocolate Manufactures in 2013 (Oomes et al,
2016)

HHI CR4 CR8
2013 641 41% 61%

Lastly, chocolate retailers are found downstream in the value chain and
they sell chocolate to the consumers. Chocolate bars are sold in convenience stores,
gas stations, wholesales and small food kiosks, but the largest share of chocolate is
by far sold in supermarkets. In Japan, USA and Europe, supermarkets have shares
of 75 to 80 percent in food retails.
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Table 4.15. Top Global Manufactures “Confectionery Brand Owners” of the
Chocolate Bars and other Candies. (Gayi& Tsowoa, 2016)

Company Country Net sales Share of net
headquarters 2013($million) sale in total
sales (%)
Mars Inc United States 17640 9
Mondelez international United States 14862 8
Nestle SA Switzerland 11760 6
Ferrero group Japan 10900 6
Hershey Foods corps United States 7043 4
Arcor Argentina 3700 2
Yildiz Holding Turkey 2500 1

Traditionally, chocolate firms were oriented towards the domestic market
and most of these companies are owned by families, although some of these firms
operate at global level (Table 4.15). In 2013 their total sale of chocolate bars and
other candies amount to 42% of the global confectionery sale it was estimated at
$196.6 billion. This proves another significant role plays by retailer companies in

the GVCs.

4.7.2. Regional Concentration

Concentration is not only limited to the global level in many producing
countries considerable numbers of companies account for large share in the market,
where marketing channels are only controlled by few numbers of firms, for example
in Cote d’Ivoire three companies control around 50% of cocoa trading through their
local agencies while in Ghana Cocbod and other three companies control around
55% of the trading with Produce and Buying Companies account for 35% of the total
share. (Table 4.16)
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Table 4. 16. Share of the Leading Companies in Total Cocoa Purchase by Volume
in Cote d’Ivoire and Ghana (Gayi& Tsowoa, 2016)

Cote d’lvoire Ghana

Company Share (%) Company Share (%)
Cargill ‘ 19 PBC 35
ADM 16 Akuafo Adamfo 13
Barry Callebaut ‘ 15 Armajaro Ghana 8
Cemoi 8 Transroyal Ghana 7
Saf-Cacao ‘ 7 Olam Ghana 7
Cocaf Ivoire 7 Federated 5
Touton ‘ 6 Cocoa merchants 5
Qutspan Ivoire 6 Kuapa Koboo 5
Novel 3 Others 5
Coex-Ci 3

Armajaro 5

West Africa is the main producing region with 74 percent of the world’s
cocoa production, with Cote d’Ivoire having market accounting for around 43 % of
world production, Ghana follows with market share of 20 % and Indonesia is
responsible for 8 percent of the world production.

However, the available data on the market shares among cocoa traders in the
West Africa region namely Cote d’Ivoire, Ghana, Nigeria, Cameroon and Togo for
2012 if we consider West Africa as a single market, the HHI is below the benchmark
for a concentrated market. The maximum value of the HHI in this region is 886,
which is below the 1000 HHI benchmark of market concentration (Table 4.17).

This conclusion is supported by the fact that four largest firms have market
share of more than 50 percent and while eight largest firms controlled around 70
percent (Table 4.17). In contrast approximately, half of all West African cocoa is
bought by five multinational companies namely, Olam 19%, Cargill 14 %, Barry
Callebaut 7%, Armajaro 7% and Cemoi 4%.
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Table 4. 17. Concentration Among Cocoa Traders in West Africa (Oomes et al,
2016)

HHI
886

CR4
52%

CR8
70%

2012

Global agricultural markets have become increasingly complex because of
concentration at all points in the value chain and the increasing scope and complexity
of food standards, particularly those relating to hygiene and food safety. Therefore,
realizing the potential benefits of agricultural export growth for poverty reduction
requires careful analysis of trends in global markets and the policies that will unlock

the potential for growth and poverty reduction.

Table 4.18. Pricing in the Cocoa Global Value Chains (Gayi& Tsowoa, 2016)

Agents Priced Extent of | Concentration | Market power
received | the market
Cocoa Farm gate | Regional/ Very low Low
farmers price international
Cocoa Export National Varies Cameron: high
traders price market Nigeria: high, Ghana
low,
Cocoa Processed | World Moderate Limited because of
processors price market efficient future
market
Chocolate Whole World low Limited as result of
manufactures | chocolate | market countervailing power
price of processors
Chocolate Retailer National low Limited as result of
retailers price market countervailing power
of manufactures

Table 4.18 shows the pricing of Cocoa global value chains and the role of
the agents and how it influences market concentrations from farm-gate to the retailer
price.

However, the empirical evidences have indicated that local market

concentration could hinder the transmission of world market price to farmgate prices,
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as the result of information asymmetries and lack of bargaining power of the part of
farmers.

Furthermore, the concentration in the global market promoted by the
consolidation and domination of the big companies jeopardizes the share of the small
producer in the final products. In Zimbabwe for example growers of mange-tout peas
received around 11.9 % while the supermarkets earned more than 40% of the final
products (Table 4.19)

This finding proves once more that concentration in the market negatively
affects the small producers even though some argued that it improves the market

quality yet that hypothesis will remain far from the realities until proven empirically.

Table 4.19. Cost Structure of African Fresh Fruits and Vegetables Exports to the UK
(Millns & Tallontir 1999)

One tone export of mange-tout Export of fresh
from Zimbabwe vegetable from
Kenya
Stage Price per- %of final % of final price
tone ($) price
Producers 630 11.9 14.1
Exporters 291 5.5 -
Packaging 274 5.2 13.1
Air freight and handling 1,036 19.6 21.2
Total CIF from Africa 2230 42.2 48.4
Importers charge and 624 11.8
commission supermarket
Stock out 714 13.5 6.1
Other cost 285 4.5 -
Mark-up 1487 27.0 455
Total price 5281 100 100
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4.8. Alternative Policies and Models for Small Producers

Global market concentration has become more complicated as the market is
imposing new measures and evolving around global standards. These measures carry
enormous environmental challenges and opportunities for multiple actors involved
in value-chain development.

Therefore, adopting policies for developing-country and for Africa
particularly including governments and other agencies involved in the chain is very

crucial. These policies can be grouped into the following:

e  Ensuring continued access of small producers to global markets and
supporting the competitiveness of the agricultural sector.

e Increasing revenues from farming sector, particularly through adding
value to exports.

e  Government should provide support to the sector i.e. rice project in
Benin, Cocoa in Ghana, to enhance poverty alleviation impact and

improve export of agricultural products.

Furthermore, successful models from other countries can be implemented to

link the smallholders and actors to the global market

Backward integration: This model demonstrates inclusion of smallholder
farmers into supply chains of value chain intermediaries. The model is built on
mutual interest such that it addresses most of the challenges encountered by
smallholders while ensuring the firm provides input credit to smallholders in terms
of seeds, fertilizer, and chemicals as well as free training and extension services.

Smallholder producer aggregators: This model refers to producer-driven
aggregation such as cooperatives and farmer-owned businesses. Leveraging

economies of scale, the aggregator links smallholder producers to upstream service
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providers and downstream committed buyers in the value chain. In doing so, the
aggregator model helps to lower operational cost of supplying to or sourcing from
smallholders. In contrast to backward integration model by value chain
intermediaries, this model typically requires facilitation and social finance by aid
agencies.

The Ethiopian Commodity Exchange (ECX): In Ethiopia, this model links
smallholders and traders through dissemination of market information,
establishment of quality standards and testing services, and an organized central
market place. The ECX functions as central marketplace such that prices recorded

on the exchange floor are transmitted to farmers across the country.

4.9. African Small Farm-holders in the Global Value Chains

Over the last two decades global agricultural value chains have become more
consolidated, regulated and sophisticated by the advanced telecommunication
revolution in the world, making it very difficult for the small farm-holder to
participate in the global value chains

The agricultural sector of Africa is dominated by the small farm-holders
which produced around 80% of the total production in the continent contributing
significantly to the enhancement of economy but in contrary the World Bank and
other research centers have classified them as the poorest people in the continent,
putting many of agricultural product producers in a paradoxical situation.

Joshi (2016), asserts that adding value or procession of fresh fruits,
vegetables, coffee, or honey tend to be labor intensive comparing to some cereals.
This is due to utilization of some machine that never caused damage to the
agricultural products. Nevertheless, adding value, quality and complying with
sanitary and phytosanitary standards to ensure product safety and prevent

dissemination of diseases are very essential in the global market.
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Therefore, leading firms in the global market are exerting more control over
the agricultural product quality and the information (traceability). This strict
measures on the agricultural products are referred as restriction strategies by the

leading companies in the global chains to control the market

4.9.1. Challenges Facing Small Farm-holders in the GVCs

Traditionally, the market of agricultural products has been governed by the
common forces of market (demand and supply), where the highest bidder has the
advantage of purchasing the crops. However, this traditional linkage no longer
reflects the current situation of the global market particularly in agricultural field.

Wiggins et al. (2010), argued that the emergence of globalization,
urbanization, liberalization and expansion of the trade have replaced the vertical
coordination system of the market where centralized regional and international
supply chains are controlled by countable number of firms and companies in the
global agricultural market.

Reardon et al. (2009), in their work “transforming small-farmer in
developing countries” found that strict standardization both at regional and global
level and dictating to the small farm-holders what should be cultivated, produced,
processed, stored including irrigation system through public or private standards as
the major challenges for the farmers to satisfy and maintain access the global value
chains.

Abonyi ( 2006), found that supplying tomatoes to the global retailer such as
Nestle, Carrefour groups or global fast food supply such as McDonald require the
farmers to comply with private standards such as size, form, color, safety and
consistency in supplying the agricultural products which in turn will force the
farmers to undertake massive investments such as drip irrigation, greenhouse,

research and development and some hygienic services which are generally beyond
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the capacity of the small farm-holder to meet and maintain the consistency in
supplying to the customers.

Lee et al. (2012), considered all these challenges have forced many small
farm-holders in Africa and other developing countries to undergo some structural
changes to upgrade their agricultural products in various ways by improving crop
varieties, introducing some traceability measures and administration rules including
installation of irrigation and greenhouse system to comply with the internal market
demands.

Hazel et al. (2010), found that these determinants are more complicated in
Africa due to lack of regulatory institutions, lack of competitiveness, absence of
sanitary and phytosanitary standards, weak transport system and under-infrastructure
and absolute absence of important upstream value chains inputs such as seeds,
agricultural equipment’s, fertilizer’s suppliers, lack of necessary agricultural
extension services, these factors have positioned small producers in Africa in a lower
segment in the agricultural global value chains.

Livingston et al. (2011), reached a similar conclusion that strict
standardization and absence of primary agricultural inputs has forced many small
producers not to comply with current structure of the governance in the global
agriculture value chains. This situation has positioned many small producers to
remain as the suppliers of unprocessed agricultural products to the leading firms in

the chains.

4.9.2. Opportunities for the Small Farm-holders in the GVCs
Despite all these obstacles and problems small farmers in global agricultural
value chains still have many opportunities and crucial roles to play in the global
market, below are the available opportunities for the small-farmer in GVCs.
African small farm-holders have competitive advantage in the global

agricultural value chains over the large-scale farmers, because most of the
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agricultural products are labor intensive in terms of cultivation, followed up and
monitoring, prevention from pests and diseases, mulching and thinning practices
even some crops required specific type of harvest crop like coffee, tea, cocoa,
vegetables and fruits. All these agricultural practices cannot be performed by the
machine except small farm-holders.

Van der Meer (2006), provides another opportunity and advantage for the
small farm holders as the size of the farm ranges between 2 to 3 ha in average which
requires lower number of works compare to large- scale farmers which need huge
works, social protection such as paid vacation, health care, pension contribution all
these requirements has given small farmers preferable situation in the global
agricultural value chains.

Hernandez et al. (2014), argued that vulnerability and perishability of many
crops due to biotic and abiotic factors can be considered as an advantage and
opportunity for these small producers, because floods or widespread of some insects
such as locust can destroy the entire farm causing great loss and damage to the large
scale-farmers comparing to small-producers

Bellemare et al. ( 2017), argued that existence of the small farm-holders in
the lower segment of the global agricultural value chains is a strong opportunity for
these farmers, as the global market is facing fluctuation in prices these crop
producers cannot withstand the volatility of prices globally. Therefore, they are well
suited in this position even though many argues that they play a marginal role yet

this position commensurate their market weight.

4.9.3. Mechanisms for Including Small Farm-holders in GVCs
From the points mentioned above it’s apparent that small farm- producers
are encountering enormous challenges as well as opportunities to participate in the

global agricultural value chains. However, to circumvent and overcome these
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challenges and utilize the available opportunities farmers need external support from
the main actors in GVCs.

Therefore, after delving and researching the available primary and secondary
materials in the GVCs, the following mechanism has been identified as the holistic
solution for small farmer-holders to participate in the global value chains. The model
and mechanism based on the competitiveness to address major challenges facing the
farmers.

Access to the Market: Access to the global market by the small farm-
holders is very important. This mechanism is generally condition on the ability of
the farmers overcoming tariffs and non-tariffs barriers that are imposed along the
borders. Also, challenges such as import and export quotas, transportation and
logistical services, taxes and other customs procedures need to be addressed so that
the farmers can easily access global market.

Hernandez et al. (2014), found that small farmers globally and particularly
in Africa are facing lack of access to the internet network or even website in order
to establish robust relationship with the leading companies and publicized their
agricultural products on the internet so that they can secure a bargaining deal with
retailers. Therefore, it is necessary to create a link between the small farm-holders
and buyers in the global value chains using the current technology to facilitate market
accessibility by the small farm-holders. However, number of people using internet
in Africa is relatively low compared with others regions around the world as shown
in table 4.20. This number has significantly influenced small producer market and

their products using internet.
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Table 4.20. Number of People Using Internet Globally (Internet world Stats

June/2019)
Region Population Internet Internet world percentage
estimated user
Africa 1320038716 522809480 11.5
Asia 4241972790 2300469859 50.9
Europe 829173007 727559682 16.0
Latin America 658345826 453702292 10.0

Access to Finance : Lack of proper finance system to the small farm-
holders, lack of irrigation system, greenhouse and absence of cold storage
agricultural facilities to achieve productivity have hindered the capability of the
farmers to access national, regional and international market where buyers and the
lead firms are always adamant to ensure consistent quality and supply of agricultural
products (Reis and Staritz, 2013).

Therefore, it is significant for the leading firms to intervene and provide
financial support for the small farm- holders as a collateral for their agricultural
products in advance. Additionally, buyers can supply primary agricultural inputs
such as seed fertilizers, farm equipment credit services and extension services to the
farmers, these supports can help the farmers to participate fully in the agricultural
global value chains.

Access to Training: In Africa large number of small farm-holders worked
in the agricultural field throughout their entire life. Therefore, subjecting these
farmers to some kind of training is necessary to improve productivity, quality of the
crops, introducing new technology, cultivating new varieties of crops, complying
with international standards to ensure safety of the products, these measures are
important for the participation of small farm- holders in the agricultural global value
chains.

Hernandez et al. (2014), argued that the current agricultural value chains are
more sophisticated and crops grown using traditional methods cannot meet the basic

preconditions for entering the global market. Therefore, developing the skills of
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farmers and equipping them with the production techniques are crucial for running
independent enterprises.

Training provided to the small farm-holders should cover the following four
basic elements, to ensure inclusive participation of small farmers in the global

agricultural value chains (Abonyi, 2006).

1. Technical Training.
Many scholars associate this type of training with specific technical skills
that necessary to align the farmers with modern agricultural practices to meet the

intentional rule and standards.

2. Awareness Building.
Raising awareness among small- producers about the current market
situation and the basic requirements, actors and their role is very important to save

the interest of farmers in the global value chains.

3. Entrepreneurial Training.
Effective participation of the small farm- holders in the global value chains
depends on the farmer to portray his small farm as a firm or company which required

modern management skills.

The current agricultural global value chains rely heavily on consistent supply
of products both in quantity and quality which are generally controlled by strict
contract and complex planning procedures. Therefore, to ensure sustainable
inclusion of small farm holders in the GVCs they must understand and manage their
cost and cash flow, negotiate with the lead firms (financial literacy and client

management are very important).
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4. Social Skill Training.

Social skills involve communications, leaderships skills, conflict
management, negotiations and team working. These skills are very important for the
small producers to achieve economic growth and development. According to Lee et
al. (2018), the capabilities of small-producers to understand these skills as many of
them are illiterate. However, he suggested that practical approach can be useful to
many farmers such as on-site practical sessions, template to record relevant
information such as labor cost, time of cultivation, estimated production and

expected profits which can help farmer understand how to run them successfully.

Coordination and Collaboration Building In the agricultural global value
chains coordination and collaboration exists in two different level. First, horizontal
coordination among the small farm-holders to facilitate the formation of producer’s
groups or association. This coordination not only provides essential economic scale
but also gives opportunity to the farmers to upgrade and add value to their
agricultural products, secondly vertical coordination and collaboration between the
actors in the global value chains. This aims basically to establish linkages, synergies
and some information in the chains in order to improve the overall performance of

actors in the chains.

1. Horizontal Coordination and Collaboration

Individual small farmer cannot meet the demand and the basic requirement
of the buyers in the global value chains, because dealing with the individual farmer
is costly in terms of transaction cost also collecting the agricultural products
individually is impractical economically.

Therefore, it is necessary for all the small-farmers to work together as team
to provide the quantity and quality of the agricultural product needed by the buyer

in the chains. This facilitates access to cheaper input suppliers, certification of the
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products and exchange of ideas on how to address common problems in the field
such as diseases outbreak and other uncertainties.

Henson et al. (2008), argued that collective action and horizontal
coordination between the farmer is the most effective method to create monitoring
groups to minimize moral hazards such as side-selling which can increase the cost

associated small-farmer in the chains.

2. Vertical Coordination and Collaboration

Coordination among various stakeholders in agricultural value chains is very
critical for the enhancement of the entire performance in the chains. All actors along
the chain have a role to play including producers, buyers, industry associations,
training bodies, financial institutions as well as government agencies their successful

coordination in the chains determines the overall-performance of the chains.

4.10. Synthesis of Major Insights and Lessons from Africa

Africa and retailers: Africa is an evolving region from largely state
controlled economy to private-lead sector economy. The continent is characterized
by wide range of markets from highly sophisticated to informal food market.
However, highly sophisticated markets are dominated by a few retailers that
distribute the food through supermarkets. Conversely, the informal food market is
controlled by hawkers, street-traders and tuck shops that generally depend on the
farmer for supplying food and other agricultural products. In Africa most of the
retailer companies were originated from South Africa with Shoprite and Pick’n Pay

having the highest market share 4.5 and 4.0% respectively as shown in the table 4.21.
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Table 4.21. Top Six Retailers in Africa (Goger et al. 2014)

Company Origin Market Retailer sale Grocery
share (%) (million USD) sale (%)
Shoprite S. Africa 4.5 5.661 74.8
Pick’n Pay S. Africa 4.0 5.017 86.2
Massmart S. Africa 3.9 4.827 39.5
Metcash (RSA) S. Africa 2.7 3.370 85.5
SPAR S. Africa 24 2.990 85.0
Woolworths (RSA) | S. Africa 1.8 2.217 26.9

Africa and wholesale: Global value chains has transformed the traditional
form of market from local and fragmented to larger and more centralized market.
This change is due to the improvement in technology, infrastructure and
telecommunication services in some part of Africa. However, Africa is still far from
taking part in the global wholesale because it requires large scale volume of
procurement, skillful workers, sufficient managerial skills as well as capital. In
addition to that, liberalization of the domestic market and concentration of the
production in the developing countries have resulted in the isolation of the continent
market that dominated by the traditional market.

Processing in Africa: The heterogeneity of African economy has favored
some countries over other in terms of processing of agricultural products. Countries
with sufficient physical infrastructure and skillful work-force have advantage to lead
in processing of the primary agricultural products. South Africa is the leading
country in sub-Saharan Africa with approximately 55% share of processor in the
region controlling around 80 % of the process. The situation that leads scholars and
researchers to refer it as a mature economy in the region. Processor always plays a
crucial and decisive role in defining how international trade in most of the
agricultural products are structured

Restructuring of agro-food market in Africa: Since the emergence of
GVC chains, Africa has undergone different levels of restructuring particularly for

agricultural and agro-food market. Previously state government have controlled the
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supply chains of the products and food commodities. However, globalization have
restructured this indigenous market form and chains to privately own companies
characterized by increased consolidation and concentration of agro-food industry
with supermarkets expanding exponentially across the region.

Regional integration: Several studies and research have concluded that
trade liberalization in the last decade of the century should improve the region’s
performance and promote economic growth of agricultural productivity. Regional
bodies such as SADC, EAC, ECOWAS and COMESA should promote intraregional
trade liberalization to reduce tariffs and other barriers that could foster a great
efficiency and improve investment climate in the region.

Production: Rapid transformation in global agri-food system has increased
concentration in processing, trading, marketing and retailing which is being observed
all over the world in various segments of production. This situation has promoted
coordination and collaboration between farmers, processors, retailers and other
actors along the chains, compiling farmers and small producers to maximize their
production in order to meet the demand of buyers rather than relying on the market.

Raise of supermarket: Supermarkets are playing a significant role in food
retail chains due to increased demand on quality and food safety sales mainly by the
growing middle class in the continent. These supermarkets are purchasing their
product from the farmers that meet their standards and demand.

Competitiveness: The Global Competitiveness Index (GCI) is normally
based on three categories which determine growth of the nations and countries
around the world. These categories include macroeconomic environment, quality of
the public and private insinuation and the technological progress in the countries.
Furthermore, GCI classifies countries into three different stages; these are factor
driven, efficiency driven and innovation driven and each of them implies a growing

degree of complexity in the economic competition.
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Africa can be categorized as a factor driven continent because it has been
characterized by production of primary agricultural products, unskilled labor, lack
of innovation and technological skills which has hindered the continent’s
competitiveness globally. Therefore, most of the companies built the price of sale
and production on the basis of competitiveness and skillful workers in the region as
a result most of the African workers wage are below the average and prices of the

agricultural products produced in Africa are lower too.

Organic farming:Richter (2008), estimated that Africa has great potential
in the agricultural sector, particularly in organic farming he found that Africa has
approximately about 2.1 million hectares of organic farmland. This could be an
opportunity for Africa to capitalize on since the continent has the available
workforce and other necessary resources to boost organic agricultural production.

However, the high demand for organic food globally, coupled with the
increasing population of the world will give Africa an opportunity to enter the
global market and participate in a certain segment at the global level. Furthermore,
the negative effects associated with the application of these chemicals and
pesticides that cause diseases to many people will be an advantage to the continent
to provide the world with organic foods.

Therefore, from this perspective, Africa can participate at the global level by
capitalizing on the available resources such as vast land, cheap workers, water
resources and high demand in the market, instead of depending on aid and support

from other regions.
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S. CONCLUSION AND RECOMMENDATIONS

5.1 Conclusion

Based on the study findings the following points can be concluded and
formulated concerning Africa’s agriculture in the global value chains.

First, the emergence of GVCs has exposed Africa’s lack of competitiveness
at the global level, as demonstrated by its weak bureaucracy system, weak financial
system, dearth institutions, lack of qualified personal and poor physical
infrastructure. Also, the continent lacks the ability to meet the international standards
such as sanitary and phytosanitary, food safety and health of agricultural products
that are preconditions for engaging and participating in global agricultural value
chains.

Second, the capacity of Africa to take advantage and participate fully in the
global value chain is contingent on Africa’s capabilities to meet pre-requirements to
enter the global chains otherwise the status quo and Africa’s position will remain
insignificant playing marginal role in the global market exporting raw unprocessed
agricultural materials to the manufacturing sector that exists outside of the continent.

Third, Africa’s lower and stagnating shares in agricultural value-added
which is embodied in agro-food products suggest that forward integration, which
responds only to the supply side of GVCs for unprocessed agricultural products is
no longer a viable solution for sustainable growth and development in Africa, but an
opportunity for “trading down” which is being threatened by technology, innovation
and rapid growth of science as well as advancement in artificial intelligence.

Fourth, Africa’s small farm-holders remained the key drivers of the
agricultural sector in continent despite huge and multiple challenges they are facing
but these problems can be addressed. The growing global demand for agricultural
products should be translated into improving productivity and the skills of farmers

to participate fully in the global agricultural value chains.
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Fifth, the heterogeneity of African economies has influenced the convenient
capability to participate fully in the global agricultural value chains, because
countries like South Africa, Egypt and Nigeria depend heavily on oil and petrol for
their economy despite the huge agricultural potential they have, in contrast Malawi,
Kenya and Cote d’Ivoire base their economies on agriculture. This paradoxical
situation has negatively affected the level of participation in the global agricultural
value chains

Also, a holistic approach for Africa is to export high value products which
rely on improving the skills of farmers, technological content agricultural exports,
development of international trade marks, and at the same time seek new markets for
products. This would entail becoming active participants in agricultural global value
chains through backward integration rather than forward which means moving into
higher levels of the global value chain.

Lastly, Africa has great potential in the agricultural sector, particularly in
organic farming. This could be an opportunity for Africa to capitalize on since the
continent has the available resources such as workforce, vast agricultural land, water

and other necessary resources to boost organic agricultural production.

5.2. Recommendations
Based on the above findings and conclusion the following can be

recommended

1. Improvement of Africa’s Economic Situation: This involves
improving the macroeconomic situation of Africa through stabilization
and sustainability of regional market by providing fundamental basic
services such as physical infrastructure, roads, water and other

complementary services also having an efficient and transparent
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bureaucracy system, coupled with legal and regulatory frameworks, and
an efficient financial sector.

2. Promotion of Regional Economic Co-operation. This entail
deployment of institutions that are capable of facilitating intra-Africa
trade including improvement of ports and other entrance gates to reduce
and harmonies documentation which are required for customs and
border crossing, elimination of check points to improve access to
agricultural product.

3. Development of viable private sector: This sector will provide strong
entrepreneurial skills for the small-farmers to view their farm as firms
that required robust managerial and business skills. Also training of the
agricultural workers should be linked up with R&D and technological
development and innovation systems in the agricultural sector, to
ensure full involvement in GVCs.

4. Development of Trade Mark and Local Standards: one of the best
ways to accelerate Africa’s participation in agricultural global value
chain should be obtaining international trade marks, developing
localized monitoring and certificate measures that comply with the
international standards to avoid overexploitation by the leading firms.

5. Building Capacity of Small Producer: Despite their potential to play
a competitive role in high-value agri-food value chains, yet the small
producers tend to remain excluded in agricultural global value chains.
Therefore, mitigating these constraints by providing access to market
improving knowledge and skills financing and organization of the
farmers will assist the small farm-holders to participate in the GVCs.

6. Further Study of African Agriculture in GVCs: Global value chains
is an emerging topic where most of its applications are concentrated in

manufacturing, electronic and automobile sector in Europe and other
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developed countries. Africa as the continent has a considerable number
of studies particularly in the field of agriculture and horticulture sector.
Therefore, further studies on the field is paramount to explore Africa

position in the GVCs.
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