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Economists commonly argue that “poor
Countries suffer from a development ‘vicious
circle’: .......the predominance of subsistence
Production inhibits accumulation of savings;
leading to low savings, low consumption which
further inhibits investment; and because
Investment is low, economic growth iIs stagnant.
unfortunately

Many African economies fit this description.



Accordingly the target market exacerbate the
problem by market access barriers, regulations,
prohibitive consumer preferences in developed
country markets, which further inhibit the incentive
to invest, particularly for export.



Where, African exports are commodity-dependent, where
the buyer

determines the rules of the game, sometimes without notice!

Which has until recently caused a long-term decline in Africa’s
terms of

trade.

And supply-side deficiencies, principally
poor physical and fiscal infrastructure and
low levels of human resource where

governance problems and lack

of capacity

are abound.




Africa’s advantages and challenges in the global
market are legion, and have been massively
researched and documented. There are mountains of
data to refer to, most of which are available in the

Internet, various research papers, newsletter and
journals

Here | will just attempt to summarize them against
the backdrop of Africa’s broader advantages and
challenges in the global trade.



How can these challenges be turned into tools of
advantages and opportunities to increase Its
presence and market share in the global market?

and

How can African producers turn their advantages
Into tangible assets in the global agro-products
market?



As we all understand today, a feature of global
economic systems is the rise of global value
chains, embodying networks of actors, tied
together by relationships, linking producers,
processors, marketers, regulators and
distributors, most times than not across
boarders and oceans along the chain..........
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e Production, Harvesting and
handling — supply side

e Logistics and processing

e Markets — demand side




e abundant arable land, only 50% is utilised

e soil variability that creates an enormous ecological |

Agro- diversity and a huge wealth of biological resources. |
ecology ;

e Warm climate that creates a fast and health growth
especially in the EU off seasons |




e abundant and cheap, as most population live in production
areas |

~« massive volume of surface water, ground water, river
basins, natural lakes including the Rift Valley lakes and a
potential of millions of hectares irrigable land.

e Only 4% of available water is utilised and only 6% of arable
land is irrigated

e Low knowledge in agro-production, shortage of agro-
extension services, research results, inversions and
innovations etc




 Big enough to build all the infrastructure, Africa needs
v Only in potential hydropower source
source

 Not enough, due to shortage of investments
Transport

facilities




e © Shortage due to low infrastructure

e Relatively low skills

Marketing

skills

 Not enough, due to shortage of
Eess  knowledge and commitment

outlets




Besides the mentioned comparative advantages
Africa has, It also has a substantial share of
challenges that needs to be addressed before Africa
could seizing these opportunities, particularly in
building productive capacities, market access and
entry.

What are the challenges then



Infrastructure
and logistics

Marketing

Demand side
constrains




e What is our challenge in productive capacity

e How Is Africa set up in infrastructure

e Produce needs transportation facilities to
ycen  reach the intended markets

facilities




logistics

markets

policies




e Low production capacities which are necessary to
sustain demand cannot be attained.

. guestion of availability of good inputs, like seeds
and fertilizers, agri-equipment, extension services
etc.

e Low knowledge of crop agronomy, crop husbandry,
harvesting and post harvesting




Infrastructure and logistics...

~» Most parts of Africa do not have strong
Infrastructure base to support efficient and
effective production, management and logistics.
With 40% of the population living Iin
landlocked countries, Africa has a major deficit
In infrastructure i.e.

e Critically investment is not justified because of
low population density and the extremely low
economic density result in high cost and low
profitability of infrastructure investment.
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Markets and Marketing...

« effective market access is based on strong
marketing intelligence, market knowledge and
compliance to market preferences and painful
regulations

~« Marketing intelligence:

~» Market knowledge: lack of consumer
Information

e Compliance to regulations:

e among the most critical areas that affect
African agro-products especially food
products is the imposed regime of regulations
In the target market :




Markets and Marketing...
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 Inspections of imports of agricultural products
Into the EU are increasingly based on risk
assessments, which act as a serious commercial
Impediment the development

e These regulations require compliance before a
product is accepted into the market. Therefore,
a producer has to know the rules, understand
on how to meet them and afford the compliance

Costs.




Regulations....

e Substantial new administrative burdens are
thus being imposed on ACP exporters (along
with the associated costs), burdens which fall
particularly onerously on producers.

e Regulations in target
markets are a thorny issue




prices...
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e falling or erratically changing
commodity prices in the target markets

e These prices may also be connected to ‘
the prices of inputs, again controlled
by the developed countries




Policies In target markets...

eAre they strategies to
protect local production
IN target markets

" «Do they support entry of
Imports




What is then the — way forward...




Conclusion

e \What future does agro-
products hold for Africa??

e There is a long way to go for
Africa to hold a

WeE commanding market share

In the global agro-market.

Where are
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Conclusion
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e Improve production
base.

e Improve infrastructure
WaEiaess e Improve policies

CRLEIE « |mprove market
knowledge
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What has

to be done

Conclusion

e Improve management of
natural resources

 Increase regional
Integration

e How do we use IP In
this case?
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Conclusion
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AN age of
knowledge
UWEERESs  pase, what ICT
to be done
can do?
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Conclusion




What are the critical success factors...




| have put ideas before your expert scrutiny, | hope
you will have the time, energy and perseverance to
work on them and hope that we will enrich our selves
In challenges and opportunities for agri-business and
agro-industry development for the African
populations.

Africa is no doubt a major component of the world
agro-economy and offers considerable opportunities
as part of the solution to the global food crisis, by
harnessing resources available.
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e “Africa’s Challenges in the International Trade
and Regional Integration....” (by Peter Draper,
Phil Alves and Nkululeko Khumalo)

e United Nations Conference on Trade and
Development: “Horticulture Exports and African
Development “ by : Stephen S. Golub and Jeffery

McManus
acknowledgement

e And many more authors both national and
International that | have had the privilege to
access and quote
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