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Summanzed Findings of GHAY/PS Activity

The following matrixes summarize the findings of this activity The matrixes are structured with the key questions
addressed by this activity as column headings and brief answers as column contents
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Priority
Food Security Constraints

Priority Food Security
Constraints the Private
Sector Can Help Alleviate

Constramnts to the Private Sector
Helping Enhance Food Security

Kenya
1) Low utilization of mputs such as fertilizer, | 1) Poor mputs supply & j1) The short term profit & return on
hybrid seeds, corp protection chemucals, etc commodity output mvestment orientation of the private
2) Lmmited producer access to credit, especially marketing sector versus the non-profit & longer
small producers 2) Inadequate post-harvest term orientation of food security
3) Very hmited availability of rural transport handling & key enhancement
for mputs supply & output marketing commodities storage & | 2) Agribusiness managers lack of focus
4) Limited arable land versus population distribution investment on & awareness of their possible role
5) Limited dissemination of highly applicable | 3) Poor agribusiness mn food security enhancement, & how
agricultural & agribusiness R&D & mvestment opportunity it 1s related to their longer term
extension services information &  analysts nterests
6) A less than favorable business climate, e g | capabilities 3) Lack agribusmess, especially SMEs,
uncertam NCPB privatization, frequent | 4) Inadequate private sector access to credit to umplement food
government intervention mto commodity with public sector dialog on security enhancing activities
export markets & mconsistent duties enabling environment | 4) The limited resources (financial, time
7) A less than favorable enabling environment, enhancement & commadity & skils) of micro & small
especially nadequate mfrastructure such as policy consistency agribusiness managers, who account
rural roads & electricity supply, telephones mprovement for the largest number of agribusiness
& access to water 5) Inadequate producer & firms
8) Inadequate vertical & horizontal linkages small agribusmess firm
between agribusmesses access to credit
9) Limited private sector grain storage capacity | 6) Weak agribusiness
10) Inconsistent donor food aid related activities, mvestment conditions,
& lack of communication with the private especially poor

sector regarding food aid

wfrastructure & mconsistent
government actions
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Ways the Private Sector Can Help
Enhance Food Security

Specific Opportunities for
Private Sector Involvement

Companies Interested i Involvement
1 Food Security Enhancement

Kenya

1) Increase mvestments mn nputs supply &
outputs marketmg, mcluding storage &
distribution facilities

2) Forward contracting with producers of food
commodities by agribusmnesses firms who
also supply mputs, the value of which would
be deducted from sales proceeds, this should
also mclude improved technology
dissemnation

3) Increased mvolvement m 1mproved rural
mputs supply & output marketing

4) Strengthen vertical & horizontal linkages,
private sector with public sector dialog &
market nformation &  technology
dissemination via more effective
agribusiness associations

5) Increase emphasis on higher value
processing to preserve crops, mcrease
margins & farm prices & employ more
labor

6) Pursue large firms selectively offering
comfort to lenders for loans to the large
firm’s suppliers

7) Encourage more communication between
agribusiness firms & donors, especially
regarding advance notice about food aid
activities

8) Continue emphasis on export agriculture,
especially high value (e g, florrculture) &
value-added products (e g , consumer packs
of fresh vegetables) to help ncrease
domestic employment & foreign exchange
generation  Increased employment will
enhance household’s abiity to buy food
(food access), & increased foreign exchange
generation will enable government food
mmports m times of crisis

1) Broader participation mn the
House of Manj: Foundation
(HoMF) Enterprise
Development Program which
supports agribusiness
development, especially SME
development activittes

2) Support to Chemagro to
develop & operate a broad
geographic coverage, rural
mputs sales & distribution
system

3) Cooperation on the
finalization & distribution of
the Kenya Vehicle
Manufacturers’s small scale
transport vehicle

4) Industry  pressure  for
reducing the role of Kenya
Cooperative Creamertes m
the dairy business

5) Cooperation with HoMF to
stimulate soybean production
& processing

6) Assistance to mmprove the
distribution & utilization of
the APPROTEC small scale
o1l seed press

7) Enhanced industry
cooperation & mdustry with
government coordination on
NTAE development,
especially the role of SMEs
therein

1) House of Manj Ltd
Amin Gwaden
House of Many1 Foundation
Tel 219-516

2) Kenya Vehicle Manufacturers Ltd
David Percival, Managing Director
Tel 151-2171/5

3) Chemagro Ltd
Henry Ogola, Managing Director
Tel 334-513

4) APPROTEC Ltd
Nick Moon, Managing Director
Tel 783-046

5) Kibwez1 Growers & Exporters
Cooperative
Frida M Muya, Export Manager
Tel 823-104/823-109

Xin
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Priority
Food Security Constramts

Priority Constraints the
Private Sector Can Help
Alleviate

Constraints to the Private Sector
Helping Enhance Food Security

Tanzama

1) Poor rural transport wnfrastructure, especially
secondary feeder roads

2) Limuated use of production enhancmg mputs,
especially fertilizer & hybrid seeds, due to
thewr high cost

3) Very mmmmal access to & the high cost of
formal credit

4) Minimal availability & use of appropriate
production & processing technology

5) An unfavorable government attitude toward
the pnivate sector, especially foreign
mvestors, & poor public sector performance
m agribusiness

6) Limited availability of highly applicable
agricultural & agribusimess R&D & extension
services

7) Low consumer mcome, therefore weak
purchasing power

8) Limited availability of market & agribusiness
information

9) Muumal agribusiness
technical skills

management &

1) Access to formal finance

2) Limited business
management skills

3) The shortage of business
mformation

4) The unfavorable government

attitude & enabling
environment

5) Poor nputs supply &
commodity output
marketing

6) Inadequate private sector
with public sector dialog on

enabling environment
enhancements & the
government’s attitude

toward the private sector

1) Lack of private sector agribusmess
experience due to the government’s
historical dominance of agribusiness
& less than positrve attitude toward
the private sector

2) Lack of agribusmness, especially SME,
access to & the cost of credit to
implement food security enhancing
activittes, heavily influenced by a
very weak banking system

3) The very limtted resources (financial,
time & skills) of micro & small
agribusiness managers, who account
for the largest number of agribusiness
firms

4) Agribusmess managers lack of focus
on & awareness of their possible role
n food security enhancement, & how
it 1s related to thewr longer term
mnterests

X1iv
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Ways the Private Sector Can Help Enhance
Food Security

Specific Opportunities for
Private Sector Involvement

Compames Interested in
Involvement 1n Food Security
Enhancement

Tanzania

1) Establish Imkages between local agribusmess
firms & potential mternational mvestors &
mternational supplers willmg tfo offer
extended buyer credit for mputs

2) Establish programs for larger agribusinesses to
guarantee loans for their smaller suppliers

3) Develop forward contracts between
agribusiness firms & their producer suppliers
which mclude the supply of needed nputs

4) Stimulate the process of privatizing state
owned/controlled agribusinesses

5)Jomtly orgamze & support effective
agribusiness associations that establish a
dialog with government

6) Improve the linkages with & 1mcrease
subcontracting between larger & smaller
agribusmess firms

7) Expand the availability of agribusmess
techmical & managerial tramning

8) Jomnt establishment of a venture capital fund to
support technology adaptation, & especially
utilization

9) Establish subsector association group credit
schemes

10) Establish a jointly supported entity to help

SMEs apply for credit, mcluding the
development of viable busmess plans

11) Jomntly support NGOs, eg, PRIDE

Tanzania, that offer rural credit schemes

12) Establish a private sector owned entity to

provide high demand market mmformation

13) Jontly lobby for government facilitated

foreign participation i export agriculture &
agribusiness

1y

2)

3)

4)

5)

Jomt support for the
privatization of  the
Tanzamia Fertilizer Co,
mcludmg a scheme for

employee &  public
ownership & foreign
participation

The formation of a Millers

Assn & mcreased support
for TANEXA to enhance
the success of therr
respective subsectors
Increased  agribusimess
support to TNCCIA to
establish a market &
technical mformation
collection & dissemination
service

Jomt assistance to the
SEFARMS Assn  to
enhance the role of women
m agribusmness

A vegetable o1l mdustry
supported assessment of
the potential of the Kigoma
Palm Oil project & the
potential role of TradeCo
O1l Industries therem

1) Export Trading Company, Ltd
Ketan Patel
Tel 22534/24625/44006

2) The Tanganyika Farmers® Assn
WJG Mallya,
Company Secretary
Tel 3191/2 8736

3) Tanzama Fertilizer Company Ltd
Raum J K. Ringo,
Marketing Manager
Tel 27164

4)E R.Millmg Co Ltd
Emmanue] Makubo,
Managing Director
Tel 255-811-324710/328068

5) SEFARMS Company Ltd
Dr Nazareth Mwaipopo, Manager
Tel/fax 73792

6) Coast Millers Ltd
Dharampal Aggarwal,
Managing Director
Tel 35551/114757,0811-324144

7) TradeCo O1l Industries Ltd
Azim DewjvMohammed Dewni
Tel 36867/36871

8) Cargill Tanzama Ltd
Gordon Alexander,
Managing Director
Tel 57-6877
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Priority
Food Security Constraints

Priority Constraints the
Private Sector Can Help
Alleviate

Constrants to the Private Sector
Participation

Uganda

1) Very lmtted use of quality mputs, eg,
hybrid seed, fertilizer & crop protection
chemicals, in production agriculture

2) Inadequate rural roads to transport
agricultural input supplies & output

3) Poor producer access to & the high cost of
credit, especially for purchasing mputs

4) High post-harvest losses, especially of the
more perishable commodities

5) Lack of consistent markets, especially
vacillations m the Kenya maize market
caused by mconsistent Kenya government
policies

6) The low purchasing power of the vast
majonity of households, & therefore their
ability to buy food & create viable markets

7) Lunited availability of market information

8) Limted agribusiness entrepreneur
management & technical skills

9) Lumiuted agncultural & agribusimness applied
R&D & extension services, & therefore
minimal access to appropriate agricultural &
agribusmess technology

10) Land tenure problems

11) Mimumal government support for agriculture
& agribusiness

1) Lack of busmess & market
mformation

2) High post-harvest losses

3) Mimumal use of quality
production mputs

4) Limted agribusiness
management & technical
skills

5) Poor producer &
agribusmness access to
appropriate technology

6) Mimmmal availability of
formal credit

7) Mimimal government
support for agriculture &
agribusiness &  the
unfavorable related
regulations & tax policies

8) The lack of consistent
markets

1) The short term profit & return on
mvestment orientation of the private
sector versus the non-profit & longer
term orientation of food secunty
enhancement

2) Agnbusmess managers lack of focus
on & awareness of thewr possible
role n food security enhancement,
& how 1t 1s related to therr longer
term best interests

3) Lack of agribusiness, especially
SME, access to credit to implement
food security enhancing activities,
e g, storage & drymng facilities

4) The Imited resources (financal,
time & skills) of micro & small
agribusmess managers, who account
for the largest number of
agribusmess firms

5) Inconsistent local & regional
government regulations &
enforcement which discourage
agricultural/agribusiness mvestment
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Ways the Private Sector Can Help
Enhance Food Security

Specific Opportunmties for Private
Sector Involvement

Companies Interested in Involvement mn
Food Security Enhancement

Uganda

1) An undertaking by a division of
the Private Sector Foundation
(PSF) to collect & dissemmate
market & technical information

2) A focus by the PSF on planning &
guiding the successful & complete
privatization of agnicultural &
agribusiness parastatals

3) An mcreased focus by the Uganda

National Forum on
agricultural/agribusiness enabling
environment enhancement

4) A Uganda Investment Authority
led program for providing a single
source for mformation on the
availability of local financing &
how to access same

5) A service to help SMEs apply for
available financing, wmcluding
assistance to help them develop
viable business plans

1) Accelerated privatization of the
Produce Marketing Board

2) Privatization of Uganda Gram
Milling Co subsidiaries, especially
Uganda Maize Industries

3) Cooperation between the Food
Science Department at Makerere
Umv (FSDMU) & RECO Industries
to finalize & market FSDMU
developed banana drymg equipment

4) Cooperation between the Kawanda
Agricultural Research  Institute
(KARI) & the PSF to finalize &
market KARI developed grain drymg
equipment

5) Pnivate sector assistance to The Dairy
Cooperation to mvestigate the
feasibility of a powdered milk
facility

6) Second a private sector manager to
the Economic Policy Research
Center at Makerere Univ to assist n
the development of privatization
policies & procedures

1) CEI
Kanm Somani,
Chief Executive Officer
Tel 250212/259503

2) Produce Marketing Board
Fredenick Karugonjo,
General Manager
Tel 270420/236238/231502

3) Magric Ltd
Nm John Magnay,
General Manager

4) Mukwano Industries (Uganda) Ltd.
Alykhan Karmali, Executive Director
Tel 235701/6

5) Uganda Women’s Finance & Credit
Trust
Sarah Isabirye,
Asst General Manager
Tel 241275

6) Hot Loaf Bakery Limited
Matano I Kodawa,
Technical Manager
Tel 235171

7) Sekalala Enterprises Ltd.
Dr Robert R. Kawuma
Tel 233934/243490/258714/243687

8) Lira Millers Ltd
Okela Ocero, Executive Director
Tel 285-390/735

Xvil
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Priority
Food Security Constraints

Priority Constramnts Where
the Private Sector Can Help

Constraints to the Private Sector
Helping Enhance Food Security

GHA Region

1) Low utiization of quality production mputs
such as hybrid seed, fertilizer & crop
protection chemicals

2) High post-harvest losses, significantly
mfluenced by the lack of storage facilities

3) Low consumer mcome/purchasing power

4) Poor producer access to credit for production
mputs & storage facilities

5) Underdeveloped mifrastructure in the region,
especially road systems

6) Poor performance of agribusiness parastatals &
their slow & poorly planned privatization

7) Limits on arable land vs population

8) Limited  dissemmation of  applicable
agricultural & agribusmess R&D & extension
services

9) Mmimal agribusmess management & technical
skulls

10) Inadequate & mconsistent cross-border trade

regulations & enforcement, especially
inconsistent import policies

11) Lumited availability of market mformation &

the suboptimal functioning of markets

12) Land tenure problems

13) Unfavorable government attitude toward the

private sector, especially foreign mvestors,
& poor public sector performance in
agribusiness

14) Inadequate vertical & horizontal Iinkages

between agribusinesses
15) Inconsistent donor food aid related activities
16) Mmmal government support for agriculture
& agribusiness

17) An excessive government focus on food
production self sufficiency, especially
holding adequate grain reserves vs longer
term food security enhancement

1) Poor agribusmess investment
information availability &
weak mvestment analysis &
preparation skills

2) Poor production  mput
supplies availability &
output marketmg

3) Inadequate post-harvest
handling, especrally storage
facilities

4) Poor producer &
agnibusiness access to credit.

5) The weak agribusiness
related enabling
environment, mcluding
infrastructure-espectally
rural transport related

6) Limited agribusiness
management & technical
skalls

7) Poor producer & SME access

to highly relevant
technology

8) Inconsistent  government
actions & policy
enforcement

9) Unfavorable government

attitude toward the private
sector & mumal support of
agriculture & agribusiness
10) Weak agribusiness
mvestment conditions
11) Inconsistent export markets,
especially between Kenya
& Uganda, & donor exports
to Rwanda & Burundi

1) The short term profit & return on
mvestment orientation of the private
sector versus the non-profit & longer
term orientation of food security
enhancement

2) Lack of access to & the cost of credit,
especially for SMEs, for nput supplies
& output marketing working capital
needed to implement food security
enhancing activities

3) Constramts to private sector mvestment
m agriculture & agribusiness such as
limited access to affordable financing,
the means to identify & assess the
viability of potential mvestments, &
slow parastatal privatization

4) Agribusiness managers lack of focus
on & awareness of thewr possible role
1n food security enhancement, & how
it 1s related to thewr longer term
mterests

5) The lumited resources (financial, time
& skills) of micro & small agribusimess
managers, who account for the largest
number of agribusiness firms

6) Excessive government mvolvement mn
agriculture & agribusmess, a negative
attitude toward the private sector & a
lack of government support for &
mterest m agriculture an d
agribusiness

7) Unclear privatization plans, policies &
procedures

8) Inconsistent government regulations
which discourage
agricultural/agribusiness mvestment

XVl1il



Ways the Private Sector Can Help Enhance Food
Secunty

Specific Opportunities for Private Sector Involvement
in Food Security Enhancement

GHA Region

1) Discussions with IGAD & an Action Program to determine
how key private sector firms & IGAD can most effectively
work together to enhance GHA food security

2) Strengthen &  coordinate  regional  business
organizations/associations such as ESABO so that they are
better able to suggest & support mcreased private sector
mvolvement m food security enhancement, including a
focus on alleviating the constramfs to private sector
participation 1n food security enhancement

3) An IGAD private sector partnership to a) gather &
distribute  food supply balancing mformation & b)
stimulate private sector mvestments that will enhance
regional food security

4) IGAD cooperation with the private sector to assist
governments to 1dentify the highest impact opportunities
for enabling environment enhancement, especially
transport systems, possibly via regional adaption of the
Uganda National Forum model

5) Identify effective mechanisms for extending credit to
producers & agribusmess SMEs such as group lending,
mobile banks & buyer guarantees

6) Increase vertical lmkages, especially between larger
agribusmesses & producers & larger agribusinesses &
SME suppliers

7) Food aid contributors should utilize the private sector to
handle the commodities they are distributing to the greatest
extent possible to build private sector capacity

8) Encourage more local value added via the adaption of new
processing techniques & the development of affordable,
more convenient or new types of food products

9) A clearing house for mformation on donor, government &
NGO/PVO activities related to the purchase, sale &/or
distribution of food & so the private sector as well as other
aid contributors will be fully mformed & can anticipate the
market mpact

1) Private sector participation in the accelerated, but well
planned & mmplemented privatization of, a) the Tanzania
Fertilizer Co b) the Uganda Produce Marketing Board, c)
the Uganda Gram Milling Co , especially Uganda Maize
Industries, & d) Kenya Cooperative Creameries (or
reducing its near monopoly)

2) Increased private sector support of agribusmess
associations such as, a) the Millers Assn m Tanzania to
develop the flour millng mndustry, b) TANEXA m
Tanzania, especially for group lending, ¢) a TNCCIA
market & technical information system in Tanzania, & d)
the SEFARMS Assn n Tanzania to increase the role of
women m agribusiness

3) Pnwvate sector leadership i the development of strategies
to commercialize & distribute new technologies such as,
a) the Kenya Vehicle Manufacturers economical farm-to-
market vehicle, b) the small-scale grain dryers developed
by the Kwanda Research Station m Uganda, ¢) the small-
scale manual oilseed presses & urigation pumps
developed by APPROTEC m Kenya, d) a system for
providing mput supplies to producers m rural Kenya
bemg developed by Chemagro m Kenya, & e) the
Makerere Untv Food Science Dept banana drying
equipment m Uganda.

4) Organize private sector support for local mitiatives such
as, a) the House of Manyn Foundation Enterprise
Development Program & soybean industry development
program m Kenya, b) an assessment of the Kigoma Palm
01l Project n Tanzamia, & c) an assessment of a
powdered milk facility at The Dawry Corporation mn
Uganda.

5) Increased the awareness of opportunities in NTAE by the
private sector, the government & donors, mcludmng the
potential for SMEs m establishing linkages between
larger NTAE firms & SMEs
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10 INTRODUCTION, METHODOLOGY, AND RATIONALE

11 Introduction

Due to factors such as drought and civil strife, mappropriate government policies and widespread poverty, most
countries of the Greater Horn of Africa (GHA) have suffered and continue to suffer persistent and chronmic food
msecurity Whle the private sector has been engaged m food production, food processing and related agribusinesses
in East Africa for many generations, the presence of various constraints combine to greatly lessen the effectiveness of
1ts contribution to overcommg food security problems mn the GHA

The task force of the Greater Horn of Africa Inttiative (GHAI) recognizes the above and 1n pursuit of overall GHAI
objectives, especially achievement of on-gomg regional food security, has transferred funding to USAID's Global
Bureau to support an activity that will enable GHA Missions and other interested entities to jomtly address the 1ssue of
how the private sector in the GHA can become more mvolved m food security enhancement The Global Bureau's
Agriculture and Food Security (AFS)/Agricultural Enterprise and Market Development (AEMD) Division therefore
requested the Agribusiness and Marketing Improvement Strategies (AMIS II) Project to implement an activity titled
“Strategies for Increasmng the Role of the Private Sector in Enhancing Food Security i the Greater Horn of Africa"

The purpose of this activity 1s to facilitate the development of an African-led’ process for enhancing longer-term food
security 1n the GHA using three countries, Kenya, Tanzania and Uganda, as case studies The private sector alliance
that this activity will develop will identify, and begin the implementation of, ways m which the private sector can play
a significant role m alleviating the important constraints to enhanced food security in food-deficit GHA countries The
activity will feature extensive and mtensive participation of the African private sector and will specifically a) identify
and priorttize the constraints and challenges affecting GHA food security that the private sector can help resolve and
b) develop strategies, 1deally with regional applicability, that mcrease the nvolvement of the indigenous, and to a lesser
extent, foreign private sector (e g multinationals such as Cargill, Hemz, Lonrho, Dole) mn overcoming food msecurity
m the GHA countries, especially those with the most serious food security problems

The detailed Scope of work (SoW) for this activity can be found in Appendix E

The SoW and this report sought to examune, mter alia, the role of the African private sector mvolved in providing mnputs
to production agriculture, and “downstream” businesses that process, distribute and handle food, as well as enterprises
providing services necessary for the above (e g, transportation) The SoW and this Progress Report also focus on the
commercial opportunities for these businesses to expand ther downstream production, 1 e , generate market demand
for agnicultural output and provide market driven dynamics that would enhance markets for small scale and contract
agricultural production The SoW and this report do not seek to hoe old ground by producing research on the constramts
facing farmers seeking to expand their agnicultural output While the latter reports are often valuable, many suggest
recommendations that overlook the market driven decisions made by mput suppliers and those “downstream” By
concentrating on “downstream” operators the SoW sought to examine food security more through how to “pull’

!Contrary to conventional donor-led approaches over the past 3-4 decades m the design, implementation,
management and evaluation of development projects and programs, "African-led" exclusively refers to full
leadership and mvolvement by African Governments, regional mstitutions, NGOs/PVOs and relevant private sector
entrties 1 problem definition and needs assessment, project/program design, mplementation/execution, and
evaluation, with donors playmg only a facilitative role  While revamping conventtonal wisdom, this approach 1s
mtended to, among other things, ensure broad-based and comprehensive ownership and support of the development
process by Afficans, and subsequently, ensure sustamability
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commodities through the system rather than exammng how farmers (and donors) can “push” commodities to the market
place Traditional agricultural studies focusing on such a “supply push”, while very valuable and comphimentary to this
report and SoW, were viewed by authors of the SoW to be more supply driven research rather than market driven from
a down stream perspective This approach may be different than that promoted by some in the donor community, but
1t 15 essential that the voice of the African private agribusiness sector, as described above, be heard and included in the

GHAI process

The case study countries are reasonably representative of the range of countries i sub-Saharan Africa with respect to
therr agricultural characteristics These characteristics are shown mn Table 1 1 Unfortunately, comparative data for the

GHA region are not available

Table 11 Selected Agriculture & Food Characteristics of Study Countries, 1992

Sources World Bank World Development Report, 1994, Various World Bank Staff Reports and UNDP Human

" Kenya Tanzama Uganda
Population (mithon, 1992) 257 259 175
GNP per capita $310 $110 $170
GNP per capita relative to Sub-Saharan Africa Medum Low Low
Inc m food production per cap (avg ann %, 1979-92) 01 -12 01
l[Dally calorie supply as percent of requirements (1988-90) 86 91 83
" Share of cereals m diet (%) 580 481 276 |
| Cereal Imports (1,000 MT) 1991/92 669 252 22
" Cereal Food Aid (1,000 MT) 1991/92 162 15 25
Fertilizer cons (100 g /ha of arable land), 1991/92 391 153 2 |
Agriculture's share of exports 65 61 90 ”
" Agriculture's share of GDP 27 61 57 |
I Agriculture's share of work force (%) 75 84 80
l Arable land percent of total 20 50 75 F
Prevalence of malnutrition (under 5, 1987-92) (%) 180 252 233 “
Urban pop as percent of total (1992) 25 22 12

Development Report, 1994

.
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Tanzania and Uganda represent low-mcome countries mn the GHA, while Kenya falls in the middle-income country
category In all three countries, but especially for Tanzania and Uganda, agriculture 1s the most important sector in
terms of contribution to GDP, employment and exports

Average annual growth rate i food production per capita between 1979 and 1992 dechned at the rate of 1 2 percent
for Tanzania, while Kenya's, like Uganda's, grew by an msignificant 0 1 percent annually These treads will not help
resolve the deficit in daily calorie supply as a percentage of mimimum requirements that exists mn all three countries

12 Methodology

The basic methodology for this activity was planned to mnvolve three phases subdivided mto various steps Phase one
entailed substantial secondary research, phase two, 6 weeks of field research i the three countries, and 1n phase three,
a seminar attended by private sector representatives from all three countries 1s anticipated The objective of the semmar
15 to “hand over” ongomg activities to the private sector

Figure 1 1 on the next page illustrates the five basic questions this activity addressed, and the approximate distribution
of sources (secondary versus prunary research) used for answering them

A detailed report on the secondary research has been submited to GHAI management

Primary research mvolved extensive mterviews with private agribusiness leaders in Kampala, Nawrob1 and Dar es
Salaam Some nterviews were also conducted with relevant national government and lower, especially USAID,
officials The objective of these iterviews was to determine private agribusiness leaders mnterest m food security
enhancement, the constraints to their increased mnvolvement i food security enhancement, the specifics of how they
might become more actively involved and identify specific investment opportunities that would lead to food security
enhancement.

It 1s 1mportant to note that the objectives of this activity were primarily to a) determine how to activate private sector
mterest m food security enhancement and b) form private sector led teams that would quickly take on the objective of
mcreasmg the ivolvement of the private sector in food security enhancement in the GHA  The prumary objective was
not to advise USAID on enabling environment enhancement or policy improvement opportunities

One of the challenges to accomplishing these objectives was that most private sector participants have not thought about
their playing a significant role m food security enhancement and therefore have few 1deas on how they would go about
domg so Therefore, a significant component of this activity nvolved working with private sector managers to dentify
how they might become involved m food security enhancement and 1dentifying the constramts to their full participation

This report 1s therefore not an analytical activity, but rather a histing of 1deas and suggestions collected from private
sector participant about how they might become mvolved in security enhancement, the identification of examples that
those nterested could consider working on, and, a listing of the names and contact numbers for private sector
mdividuals 1dentified as both mterested and willimg to participant in food security enhancement and a regional
conference on the role of the private sector in food security enhancement Other unportant deliverables of this activity
were participation in and contributions to the ESABO conference, which launched the overall effort to involve GHA
private sector participants m food security enhancement, and the Kenya Private Sector Core Team meeting, and
formulation of Private Sector Core Teams in the three countries covered
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Figurel11
Conceptual Representation of LoE Allocation and
Sources of Input to Accomplish Key Activity Objectives
% Total Objective Proportion Secondary vs Primary Sourcing Ratio (3)
LoE*
5 1) Identify Important Constraints to Food 7030
Security (1)
12 2) Prioritize Constraints (2) % 3070
30 3) Determime Which Priority Constraints the 10 90
Private Sector Can Help Alleviate and the
Constramts to Doing So
35 4) Determie How the Private Sector Can Help 1090
Alleviate Priority Constraints
18 5) Ident:fy Specific Companies Interested in 199

Participation, Determine their Means of
Involvement & Form Private Sector Core Groups
to Lead Future Activities

)] First for selected countries, then for the GHA as a whole
2) Based on positive impact of alleviation, cost feasibility and how easily accomplished
(3) Secondary Primary

* LoE = Level of Effort
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The ESABO conference held i Nairobt m mid-May, mtroduced to regional business leaders the subject of private sector
mvolvement in food security enhancement 1n the Greater Horn and launched the activity  All three primary research
consultants also participated in the Kenya Private Sector Involvement in Food Security Core Group meeting also held
m Nairob: shortly after the conclusion of the field work The significant participation of six Africans (Kanu,
Kashangaki, Mwaniki, Mwale, Msaki and Ocheng-Obbo) was an important component of helping to make this activity
“Afnican-led ”

1.3 Report Structure

Section 1 4 of this report provides the contemporary definition for food security, describes the basic rationale for the
involvement of the private sector i food security enhancement and suggests some aspects of food security that should
remain the responsibility of the public sector Chapter 2 attempts to provide an overview of the findings from the three
country case studies and, where possible, project the implications to the GHA as a whole Chapters 3,4 and 5 present
country level findings focused on specific private sector mvestment opportunities to enhance food security, the
identification of companies mterested m active participation m food security enhancement and the selection of country
core group members Chapter 6 provides recommendations for further action

14 Expanding Private Sector Involvement mm Food Security

This section briefly outlmes the contemporary definition of food security, the rationale for expanding private sector
mvolvement i food security enhancement, the contnuing and appropriate role of the public sector, and the important
1ssues assoclated with the transition from public sector to private sector leadership

141 Defimition of Food Security

Food security has conventionally entailed access by all people at all times to sufficient food and nutrition for a healthy
and productive life 2 At the household level, food security has represented the ability of the household to secure enough
food to ensure adequate dietary mtake for all of its members The new approach to achieving food security encompasses
food access, availability and utihzation at regional, national and household levels *

Food access represents the ability of households and all individuals therem to consume the available food either by
producing 1t or by purchasing it This mncludes production for home consumption, food purchases by households using
their own resources, as well as assistance from donors targeting destitute people Food availability corresponds to the
exastence of a sufficient and consistent supply of food to meet the requirements of all mdividuals withm a country

Sources of food are domestic production, net commercial mmports and food aid from donors Food utihzation refers
to the preparation and consumption of an optimal mix of food so as to provide proper nutrition to enable people to lead
healthy and productive lives This mcludes an optimal mix of balanced food in household diets that 1s prepared fo
provide the most nutrition and that 1s consumed at regular mtervals as the body needs 1t or as custom requires Potable

2World Bank and U S Agency for International Development Research Reports, various years

3Breaking the Cycle of Despair_President Chinton's Initiative on the Horn of Africa A Concept Paper for
Discussion, Washington, D C , November, 1994 B
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water, adequate sanitation and health services, as well as household knowledge of food storage and processing
techniques, nutrition education, and proper child care are also part of effective food utilization *

Food msecurity or less than adequate food security reduces peoples' quality of ife (undermmes good health) and fosters
the unstable social, political, environmental and economic conditions that prevent sustamable economic growth Poor
health constrams labor productivity and represents a significant impedument to increases mn both social and economic
growth

142 Rationale for Private Sector/Agribusiness Involvement

Agricultural commercialization, economic development, and nuirition are hinked with one another Yet, agricultural
commercialization, especially under conditions of widespread subsistence farming, has been found to often generate
new food securty risks with which small farmers are not able to cope * Understanding the linkages between production
agriculture, agribusimesses and food security 1s therefore essential ~ Agribusmess development 1s of more direct
relevance to food security than development of other non-agriculture related business sectors ® Without a strong,
efficient and effective agnbusiness sector, the linkage between producers and consumers will be weak, resulting in
product losses, high direct or indirect (government-subsidized) food costs, supply/demand imbalances, poor supply of
production mputs, low mcomes, and madequate information flow between producers and consumers It 1s also very
signtficant from a development perspective that the raw materials agribusmesses buy, process, store, market locally or
export, are often are produced by poor, peasant, rural-based farmers who constitute a majority of the population in GHA
countries Therefore, agribusiness development 1s essential to food security enhancement and the private sector can and
should play the dominate role in agribusmess development

In this study, “private sector” refers to commercial entities, 1 ¢ firms with a profit and/or financial motive It includes
microenterprises, small- and medmum-sized enterprises, large/multmational private agribusiness firms,
importers/exporters, and agricultural processors such as gramn mullers, and their associations The potential for private
sector agribusimess mvolvement 1n food security 1s substantial

The benefits foreseen from enhanced private sector agribusiness participation m food msecurity alleviation are outlmed
below

. Lowermng the Gross Marketing Margin

When viewed from a food system perspective, the gross marketing margin 1s the costs and profits associated with the
marketing functions and services performed between the producer and the consumer, 1 e, the difference between the
consumer price and the producer price  An efficient marketing system 1s one with low gross marketing margns, taking
the degree of product transformation nto account. Due to the private sector's need to keep operating and administrative

4Qandldate Indicators for Food Security - Food Availability, Food Access and Food Utilization USAID

Food Security Performance Measurement Workshop, Arlmgton, Virgmia, December 11-12, 1995

Svon Braun, Joachim, Eileen Kennedy, and Howarth Bouis 1990 Commercialization of Smallholder

Agnicuiture Policy Requirements for the Malnounished Poor Food Policy, 15 (February) 82-85

6Tschlrls':y, David L, etal 1995 Food Aid and Food Markets Lessons from Mozambique Food Policy
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costs low as stimulated by the forced discipline and relatively higher (versus parastatals) efficiency and effectiveness
of the competitive market within which it operates, the private sector has demonstrated an ability to achieve and
maintain higher levels of performance as compared to the public sector, and thereby operate with lower costs and
marketing spreads Agribusiness gfficiency can be enhanced by participants’ efforts to improve the quality of raw
materials they utilize (lower product losses, higher yields), better timing of delivery of raw materials (lower carrying
costs), and improved labor utilization (lower unit labor costs), and improved use of fixed and working capital (lower
capital costs and capital requirements) Improved effectiveness can be achieved through producing the right product
at the right time and making 1t available 1n the right place Enhanced marketing efficiency and effectiveness will lower
gross marketmg margins

The net outcomes of lower private sector marketing margins are higher producer prices for the most appropriate type
and quality products, and/or Jower consumer prices, resulting m mcreased food affordability and consequently, enhanced
food secunty

> Developing Private Sector Capacity

Private sector involvement 1 food security, particularly in the sale and monetization of development and emergency
food aid, carries a high probability of developing the private sector's human, mstitutional, and infrastructural capacity 7
If food aid monetization 1s endorsed and encouraged by the respective governments of the Hom, and broad-based private
sector involvement established and sustained, food aid auctions can enable private entrepreneurs to learn by dong, e g,
which food aid items are most suitable and where, procedures for distributing and selling food 1tems, determiming
meanngful local market acceptance, setting or estunating storage and transport costs, understanding relationships
between volumes or sizes of food aid shipments and market values, and understanding pricing The process of price
formation may mvolve private sector players being price takers or on the other hand, 1t may entail setting prices for
differentiated products (without “"commodity" characteristics) Once private entrepreneurs come to realize the viability
of food distribution enterprises, they are likely to mvest m food storage and transport vehicles and service centers,
thereby improving their ability to hold larger stocks and convey them quicker to take better advantage of commercial
market opportunittes Earnings derived from their participation in food monetization can be invested mto expanding
therr businesses

> Stimulating Rural Employment, Foreign Exchange Generation, and Food System Infrastructure Development

If private agribusmesses are competitive enough, which 1s greatly influenced by the efficiency and effectiveness of
production agriculture and the quality of the enabling environment, they may be able to penetrate regional and/or
mternational export markets and earn foreign exchange that can be utihized m private food and non-food agribusmess
development as well as by the public sector The export market 1s a means of mcreasing the return on domestic land
and labor, and buildng production and distribution capacity that can be shifted to the domestic market 1n times of a food
security crisis  Successful export marketing will demand mncreased volumes of output from production agriculture This
will require more raw material mputs and subsequently provide more employment both 1n agriculture and domestic
industry, but not necessarily mcrease the domestic food supply directly This additional employment will generate
wages that can be used by households to reduce food msecurity Foreign exchange earnings from exports of
agribusinesses could also be used by the private sector and/or government to import food in food-deficit years

’See Tschurley, David L et al, 1995
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> Improving Food Quality, Nutritional Value and Accessibility

Agnbusiness processing activities can make a substantive contribution to improved food utilization by improving
nutritional quality, digestibility, and palatability By utilizing mmproved technology and marketing expertise,
agnibusinesses can enhance overall consumer access to food through better timing, choice and location of markets, and
improved and timely dissemmation of market information to both producers and consumers, 1 ¢ better supply/demand
balancing This combination of unproved food quality, nutritional value and accessibility offers great potential for
enhancing food security especially for urban consumers *

> Employment Creation

Smce the raw materials of agribusiness are largely from production agriculture, which 1s 1n turn undertaken generally
n rural areas by smallholders, mcreased demand for such raw materials from agribusinesses generates rural employment
opportuntties for the semi-skilled and unskilled, and absorbs surplus rural labor This could enhance rural food and
hivelihood security and assist m slowing down rural-urban migration, thereby reducing social pressures on urban areas

> Stabilizing Current Products and Prices

All agricultural and fishery products are in varying degrees perishable Varymg amounts of spoilage, wastage and
physical loss happen at all stages between harvest and consumption, and can contribute to destabilization of prices
Harvests, existing stocks and imports/exports can also cause food commodity prices to vary significantly seasonally
However, through more efficient and effective processmng and utilization of current output from production agriculture,
agnbusinesses preserve the quahty of agricultural products, mcrease therr market value, reduce seasonality and
perishability, and mn so doing, help to stabilize food prices and therefore enhance food security

> Reducing Government Subsidies to Parastatals

In most countries of the Horn, state-influenced marketing cooperatives operate m conjunction with parastatal marketing
boards m mput distribution to production agriculture as well as food and grain marketing Unfortunately, cooperatives
and parastatals have been madequate or poor performers m their gram marketing functions due to operating
mefficienctes (high administrative and personnel costs), weak management, and high transport and storage costs In
some countries and/or commodities, a "buy high, sell low philosophy" has been pursued for political reasons This
combmation has lead to parastatals being almost perennially dependent on government subsidies for survival These
transfers have worsened national budget deficits and supported mismanagement in the parastatal sector By enabling
and encouragmg private sector mvolvement i agricultural mputs supply and food marketing, such massive subsidies
from government will dimmish, budget deficits are likely to be lower, and savmgs from parastatal support by
government could be used to facilitate mvestment m the long-neglected private sector and/or to import food 1n years
of deficit, and thereby promote food security

8Hulse, JH Food Processing and Agro-Industries Engmes of Economic Development Essential to Urban
Food Securtty Paper Presented at IFPRI Open Seminar on Food Security, Washmgton, D C, October, 1995
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143  Appropriate Role of The Public Sector m Food Security

States are the signatory parties to the mternational human rights mstruments, and as such have the ultimate responsibility
to ensure that human rights, includmg access to food, are reahzed But they strive to achieve this against the backdrop
of two mounting pressures On the one hand, governments are often asked by the IMF, World Bank, and other donors
to relinquish a substantial share of their traditional agricultural mputs supply and output marketing functions to the
private sector for reasons of mcreased efficiency (and their role 1s further reduced by the process of globalization) On
the other hand, they are urged by the international community to make significant improvements in their macroeconomic
management and budget deficits There are also numerous mternational food security conferences to attend, and
pressure to adopt resolutions passed therem °

Whule significantly mcreased private sector participation, and dimmishing public sector nvolvement in gram and food
marketing, storage and trade represent an emerging trend, several factors support a continuing role for the public sector
i several aspects of food security The most important of these are outlined below

> Management of Emergency Food Stocks

Development and management of emergency food reserves in the mterest of food security 1s a serious concern for every
country The management of national gramn reserves m the GHA has been the responsibility of the public sector via
parastatal gramn marketing boards Given the experience gamed by these entities over the years, their current facilities
for grain storage, and the political, civil and economic sensitivity of national food security, emergency food stock
development and mantenance 1s invariably a responsibility left entirely to the public sector As parastatals streamline
and divest excess storage capacity, determining the optimal size of a strategic reserve stock, and the rules for buying,
turning over and selling gramn, become priority concerns

4 Food Emergency/Crisis Prediction

National food supply mformation and early warning systems are a great asset i ensuring advance prediction of
mmpending food shortages and forthcommng food msecurity Unfortunately, not every country in the Horn operates a
fully functional national early warning system Where such systems exust, their functions are often performed jomntly
by the Mustries of Agriculture, Economic Development and Planning and bilateral (USAID-FEWS) or multilateral
(FAQ) donors Usually, only the public sector has received donor support to develop the relevant capacity to carry out
this role

» Providing Food Imports for the Poorest/Most Vulnerable Groups

The distribution of emergency/relief food aid m the Horn, and other food deficit regions of the world, has frequently
been based on a two-pronged approach program food aid and targeted food aid In the former, food aid is sold on the
market, while the latter mvolves free distribution to vulnerable groups, e g, pregnant and lactating mothers, children
under five and the elderly In the event that pledges for donor emergency/rehief aid do not reach a country soon enough
to avoid widespread starvation during droughts or civil unrest a key option 1s commercial imports by government, part
of which are often distributed free to vulnerable groups Given the private sector's profit and return on mvestment
motive, the public sector may have to continue to be mvolved n at Jeast providing the funds for targeted (free food

9The World Summut for Children (1990), United Nations Conference on the Environment and
Development (1992), the mternational conferences on nutrition (1995), and the International Conference on Women
and Development (1995), to be followed by a World Food Secunty Summit i late 1996
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distribution) food aid However, 1t 1s also possible for the private sector to be paid by government to get mvolved m
the food aid distribution process

> Remote/High-Cost Food Distribution Areas

Private enterprises are unlikely to have an interest in food distribution i remote and often maccessible areas because
of the difficulty and hugh cost of transporting food across poor roads Therefore, this 1s Iikely to be an area of continued
public sector mvolvement, either directly or indirectly, but possibly implemented via subsidies to private agribusmesses

Infrastructure development, especially passable roads, is needed to enable the food procurer to obtamn mnputs and market
their output. Without a usable road system transport losses and costs will be high, supply demand imbalances will be
accentuated and food security reduced. Its difficult for the private sector to fund significant road building programs and
this must therefore remain a key role of government Good communications systems provide the basis for market and
technical information transfer While some communication systems, such as telephones, radio and TV, can be built and
owned by the private sector, the development of communication systems mn rural, sparely populated areas will likely
require government support

144 Issues 1n the Transition to Increased Private Sector Involvement

Although shifts i the roles of the public and private sectors i food security to more private sector responsibihity have
been discussed above several 1ssues and/or challenges arise while domng so  These are outlined below

> Governments' General Distrust of the Private Sector

Private entrepreneurs engage n busmess ventures with the short-term objective of making a profit and the longer-term
objective of achieving a reasonable return on mvestment Given the sensitivity of food security, and the possibility of
profit-making by the private sector, 1t has been argued that 1 the mterest of consumer welfare, food distribution 1s too
critical an issue to be left entirely to the private sector The argument 1s remforced by the lack of mnterest on the part of
private traders to operate grain procurement and marketing operattons mn remote areas, and the preference to work n
places such as urban centers, where road access 1s easier, costs are lower, and profit margins may be low, but volume
high and overall returns good In many cases, the government does not believe the private sector can be relied upon
entirely to serve humanitarian interests (versus profit) in times of food and/or related crises

> Re-employment of Workers Retrenched Due to Parastatal Dissolution

Parastatals in the Horn employ large numbers of semi-skilied and unskilled workers It 1s important to plan for ways
to re-employ workers being made redundant by parastatals as a result of the dunimshed public sector role m the food
system The establishment of a vibrant private agribusiness sector will help 1n that 1t will require similar skills

> Commodities Price Stabilization

Even when prices are generally stable, mnvestments in marketing mfrastructure are necessary to ensure effective,
efficient, continued, and reliable conveyance of food from producers to consumers In the face of price instability
(depending on the source of mstability), private sector imvestments in marketing mfrastructure such as vehicles, storage
and marketplace facilities are damupened If the price mstability 1s due to seasonal, anticipated rises 1n price, the
mcentive to mvest i storage may be strong Price stabilization planning s therefore an all important part of the overall
plan for moving from heavy public sector to dominant private sector control of agriculture and agribusiness

10
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> Fmancing the Transttion to Increased Private Sector Involvement i Food Security

Increased private sector participation in food security enhancement calls for the development of an efficient marketing
system Greater efficiency and productivity of agricultural production and marketing 1s partly a function of public
mnvestment mn agricultural and marketing system research and rural infrastructure (roads, 1rrigation, water control, land
mmprovement systems, communications, health centers, etc ) These activities have a heavy public-good aspect and will

not be undertaken by the private sector
4 Establishing a Forum to Develop and Begin the Implementation of the Transition

The transition should mvolve contmued utilization by the private sector of public sector/parastatal assets that are often
not otherwise available, such as storage, transport and grading faciliies Offering the private sector leases or acquisition
of parastatal assets should be considered The transition should also emphasize sustamability, be properly developed
to suit local political and socioeconomic conditions and be guided by a forum comprised of well informed public and
private sector participants  Effective transitional planning 1s the key to successfully shifting responsibility for long term
food security from the public to the private sector

11
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2 0 FINDINGS OVERVIEW AND REGIONAL IMPLICATIONS

Thus section describes specific opportunities to increase the role of the private sector mn enhancing food security in the
three countries visited and the results of the Kenya Core Team meeting, the first Core Team to be formally organized

21 The Current Contribution of the Private Sector to Food Security

Tanzama On average, Tanzania produces very nearly (90%+) the amount of food needed to feed its population,
desprte 1ts vulnerability to drought. The national food security situation 1s satisfactory on average, although there are
sharp differences between regions The problems of food insecurity and hunger are more related to a lack of access,
1 ¢, effective purchasing power, due to madequate incomes, rather than a chronic lack of supply

Despite a history of extensive government control, the private sector 1s actively involved 1n a variety of agribusiness
activities, many that directly contribute to food security  The larger millers have mvested heavily 1n storage capacity,
private traders have mvested m nationwide distribution and storage networks for cereals, particularly maize, and a
number of small firms have become mvolved i fertilizer and seed distribution, although their geographic coverage 1s
hmited

It 1s important to note that the private sector in Tanzania, although faced with a myriad of constramts, 1s active and
some nstances thnving Many busmesses have identified innovative ways of overcoming the most serious constraints
affecting them Never the less, the private sector must mtensify its efforts to mmprove 1ts dialogue with the government
ministries that are mvolved 1n the hiberalization process Private sector agribusiness owners and managers report that
they are having discussions with banking officials n an effort to improve access to finance for agrnibusmess firms The
model provided by the Uganda National Presidential Forum (See 5 6 1) should be duplicated in Tanzania, at least to
some degree The creation of a private sector foundation, (See 5 6 1) sumilar to the one m Uganda would also represent
a step 1 the right direction

Uganda As a general rule Uganda has not suffered from famine as have other countries in East Africa, including others
on the GHA. There are districts such as Kabale, Bugisu and Iganga where land and so1l conditions Iimit the amount of
food produced, with resulting human hardship Most areas m Uganda produce sufficient food supplies to feed the local
population However, there are many families that do not have enough mcome to purchase the volume and kind of food
required for adequate nutrition

Post-harvest losses are at the top of the list of food security related problems in Uganda. Thus 1s true for fresh fruits and
vegetables, cereals and pulses and raw milk Estimates of actual losses run as high as thuty-five to forty percent for
fresh fruits and vegetables, and twenty-five to thirty percent for cereals and pulses During the wet season, raw milk
supplies far exceed the demand, with considerable waste the result.

The private sector n Uganda 1s resilient Several well-established firms are interested i expanding their storage
facilities by erther investing 1 new facilities or acquiring parastatal facilities

Geographically, Uganda 1s 1n a strategic and agronomic position to contribute to regional food secunty Kigali, Rwanda,
15 only 589 km from Kampala and Bujumbura, Burund, 1s 880 kin south-southwest Food security i these areas will
be a problem for quite some time Uganda 1s the gateway for over land staging, storage and shipment to these
destmations The World Food Program and others place tenders i Uganda for commodities required for their relief
programs Lake Victoria provides water transportation between Kenya, Tanzania, Uganda, Rwanda and Burund:
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Notwithstanding large post-harvest food losses, Uganda should, in the short run, have no real food security problems
However, m the long run agricultural growth must exceed population growth by a “comfortable” margin

Uganda’s key role n GHA food security enhancement would be that of a exporter of food to its neighbors

Kenya The private sector 1n Kenya 1s more aware of its role i contributing to food security than the private sectors
m erther Uganda or Tanzamia There are historical reasons for this as Uganda and Tanzania have endured long pertods
of government control, and Uganda has suffered long periods of cruel, disruption in 1t' economic and political affairs
In Kenya, the House of Many1 Foundation 1s an outstanding example of a private sector enterprise that 1s concerned with
both eamning a profit and improving the economic conditions of agnicultural producers Officials of the Foundation are
aware of their role and responsibilities, vis-a-vis the private sector and food security

The General Manager of Chemagro Fertilizer Company has expressed a strong mterest in developing programs and
systems that will support the distribution of mputs to small farmers throughout Kenya The mmplications of this are
significant n ncreasing food production, and related activities that will increase food security

Kenya Vehicle Manufacturers Ltd. not only has developed a farm-to-market vehicle suitable for small-scale producers,
but has also developed and manufactured a portable storage facility that can provide storage for commodities used m
food relief operations

Appropriate Technologies for Enterprise Creation (APPROTEC), an NGO, 1s another example of an organization
dedicated to providing equipment and technology that will mcrease production and provide access to food commodities

All of these entities are mterested and willing to participate m food security enhancement m the GHA

GHA Region Emphasis on both the availability of and access to food in the GHA brings several added dunensions
mnto the issue of food security While mncreased food production nationally and regionally 1s a necessary contributor
to food security, mcreased supplies of food, while contributing to availability, 1s not sufficient to ensure the access
aspects of food security Therefore, policies that target production self-sufficiency, or any other form of ncreased
production, address only part of the food security challenge To address food secunty fully, governments, NGOs and
the private sector need to understand the constrawmnts to sufficient food access by disadvantaged sections of society

As previously defined, access, as related to food securty can be thought of as the abuility of a household or mdividual
to physically and economicaily secure the food supplies it needs Access to sufficient food may arise m several ways,
the household erther grows the requured food, or 1t grows some of the required food while purchasing the remander,
or it buys all of 1ts food requirements In the first nstance, the household 15 food self-sufficient, meeting all 1ts
requirements from the allocations of its factor endowment in food production In the second instance, the factor
endowment when fully employed 15 erther not sufficiently productive to enable the household to achieve food
self-sufficiency, or 1s deployed mn the production of other goods that can be exchanged for food In the third instance,
the household uses 1ts factor endowment entirely on the production of non-food goods and services, and exchanges these
on the markets to derive mcome that 1s used to buy all its food requirements

Unlike food self-sufficient households, households in the second and third mnstances are market reliant when 1t comes
to accessing sufficient quantities of food With a large proportion of GHA regional households falling mto the latter
categories, 1t 1s mncreasimgly clear that food self-sufficiency policies, government mandated and managed food markets,
and the 1solation of the private sector are all inadequate strategies for combating the food mnsecurity that arises in
households that are either partially or fully reliant on food markets
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Increased commercial agricultural production, particularly m Tanzama and Uganda, could have a significant food
security enhancement impact for Ethiopia, Eritrea and Somali Land However, full realization of the benefits from this
mcreased production would depend on significantly improved storage and distribution systems as well as enhanced

cross-border trade

Private sector mterest in the enhancement of food security 1s more pronounced m Kenya than m either Uganda and
Tanzania. Nevertheless, private sector interest in food security 1s mncreasing m all countries and this is certanly reason
for optimism For all countries on the GHA there 1s a compelling need to mvolve the private sector m food security
enhancement and to create an mterest and understanding i the relevant complex problems and possible solutions,
especially mn Eritrea, Ethiopia and Somaha.

22 High-Priority Constraints to Food Security

Tanzama The constramts that production agriculture and the private sector face 1n Tanzania, which 1n turn impedes
their contribution to enhancing food security, are poor rural transportation infrastructure, himited use of mputs,
madequate access to formal credit, limited access to approprate technology, mited availability of agricultural extension
and research, and land tenure problems

The highest priority constramnts mvolve the underdeveloped rural transportation mfrastructure and the absence of
adequate nputs, 1e , quality seed, fertilizer and technology The alleviation of these constraints would have a very
positive impact m improving food security The population explosion in Tanzania, and the increasing population density
of the cities, creates an increasingly severe problem vis-a-vis providing adequate nutriton As the private sector
recovers and moves forward as a result of liberalization, increased employment will help mitigate this problem

Kenya The first and perhaps the most important constramnt hindering the development of food security for Kenya 1s
the limited amount of arable land combined with rather high population growth For a number of reasons, crop yields
have declined and will continue to do so unless major efforts are made to greatly improve production systems

Field research for this activity m Kenya resulted mn grouping three constramnts together, 1e, low level of mput
utilization, poor access to credit for small producers and the very lunited availability of transportation for moving mputs
to small farmers when those mputs are needed Also, transportation of produce to market 1s a real problem The House
of Manj1 Foundation, Chemagro Limited and Kenya Vehicle Manufacturers, Ltd., have all indicated that they are willing
to take an active support role n helpmg mitigate these food security constramts

Uganda When prioritizmg the constramts to mcreased agricultural production 1 Uganda, and 1n the GHA as well, 1t
must be realized that many of the constrants are, in fact, so mterrelated that one constraint cannot be reduced without
at the same time reducing several others For example, credit must be available to purchase the proper seed, the right
fertilizer must be on hand for application at the right tume, and the farm gate price must be high enough to justify the
use of these mputs Improved input availability and effective output marketing both requure that farm to market roads
are serviceable mn all weather conditions Appropriate technology dissemination is necessary to assure proper seed bed
preparation and mput utilization

The highest priority constraints 1n Uganda are hmited use of mputs - especially seed and fertilizer, poor access to credit
for mputs, mmadequate rural transportation infrastructure, limited agricultural research and extension, mmimal access
to appropnate technology, and low purchasing power of domestic consumers The owner and manager of a well-
established Ugandan agnicultural busmess enterprise stated categorically, “Long run food security i East Africa depends
upon the full development of the commercial agricultural potential of Uganda ® Perhaps this can be debated, but the
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contribution to GHA food security that could be made through enhanced agricultural production 1n Uganda cannot be
denied

GHA Region Many of the constrants identified in Uganda, Tanzania and Kenya are common to all three countries,
and without doubt, these same constraints are also present in the other GHA countries The first and most apparent 1s
the underdeveloped mfrastructure i the old East African Community In this regard, the lack of all weather roads 1s
a prionty constramnt that seriously mhubits food security Generally, usable road systems exist only along the main routes
connectng major cities More often than not, these roads are i poor condition resultng m mordmately high
transportation costs for the movement of production mputs and the marketing of agricultural output Farm-to-market
roads, per se, as a general rule do not exist i the GHA  The governments of all three countries are well aware of these
conditions However, therr lack of financial resources mhibits the level of investment necessary to correct these
conditions Ethiopia, Eritrea and Somaha (and now Somali Land), are not significantly different The private sector
in the GHA can and should explain to the GHA governments the economic and socral benefits of improved road
systems, and indicate where improved conditions would be of greatest benefit_

Also common to all three countries 1s the underutilization of modern production mputs such as fertilizer, quality seed
and plant protection chemucals This results m reduced output and products of a relatively low quality The widespread
lack of credt 1s part and parcel of this problem Credit systems for small farmers 1n all three countries are lunited to
a few "special" projects that reach only a small fraction of agricultural producers Small farmers suffer the most from
the lack of access to credit m all countries and therefore, access to the required mputs for increased and mmproved
production Generally, domestic markets n all countries are best described as primitive and limited 1 thewr functions

When marketing systems in all countries umprove, food security will be greatly enhanced, for there will be adequate
storage and use of proper technology for commodity preservation

The many problems associated with the movement from parastatal to private sector ownership and operation are
common to both Uganda and Tanzania Historically, Kenya did not suffer to the extent that Uganda and Tanzama did
from government control and operation of the mdustries that affect food security Based on interviews conducted for
this activity, the same problems bemg experienced i Uganda and Tanzania are also relevant for many other countries
on the GHA

23 Priority Constraints to Food Security the Private Sector Can Help Alleviate

Tanzama The priority constramts which the private sector can help alleviate are very himited access to formal finance,
lumited business management skills, a shortage of busmness information, and an unfavorable government regulatory
environmernt

Cross-border trade constramnts, especially to exports, liunit the development of the agribusmess sector in Tanzania
Increased and accelerated cross-border trade and cross-border mvestment, would result m significant benefits to
Tanzana, and to food security enhancement m the GHA The full agricultural production capability of Tanzania 1s far
from realized, and nterregional cooperation could help accelerate the development of production agriculture in
Tanzania The proposed conference of the GHAI Private Sector Core Teams should identify specific actions to be taken
to stimulate cross-border trade

The dearth of formal credit can be alleviated, at least to some degree, by establishing a formal dialogue between private
sector firms and banking mstitutions regarding the “bankability” of agribusmesses and credit “comfort” schemes, and
the mmvolvement of the Ministry of Finance Several business enterprises that were interviewed mdicated that there was
some cause for optunism as a result of meetings and discussions with banking officials
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Kenya Agribusmess mvestment m Kenya s constramed by inconsistent government policies It 1s imperative that the
private sector assumes a leadership role in working with the various GoK mstitutions to reduce and/or elimmate the
impediments to agribusmess mvestment In July of 1996 full convertibility was established among the Kenyan,
Ugandan and Tanzanian currencies For example, a bank mn Nairob: will exchange Ugandan shillings for Kenyan
shillmgs This free convertibility of currency will lead to improved cross-border trade and mvestment Managers and
owners interviewed m all three countries expressed interest in regional mvestment opportunities Increased mvestment
m agriculturally-related busimesses would mean mcreased food secunty, since more a vibrant, effective and efficient
agribusmess sector will improve the linkages between producers and consumers, and increased effective demand
(access, based on the wages earned from new employment)

The most important constraints that the private sector can help to alleviate through collective action and dynamic
leadership are iadequate access to credit, by producers and agribusmess SMEs - both long term financing and short-
term working capital, and improving the knowledge of agribusiess mvestment opportunities, mncluding cross-border
mvestments and possible joint ventures

Uganda The constramts that the private sector can help alleviate as reported by owners and managers of private sector
firms are the lack of busmess mformation, very limited formal credit and, if available, at prohibitive interest rates,
unfavorable government regulation and tax policy, and poor mnfrastructure

GHA Region Many of the constraints to food security that the private sector can help alleviate are commeon to all of
the countries i the GHA mcluding those that are not participating i this activity Collective, coordnated efforts,
mcluding dialogue with the various governments, will contribute to the mitigation of many of the enabling environment
constramts However, the alleviation of these common constraints 1s a long-run endeavor

The lack of market and agribusiness mvestment mformation 1s a key constraint to agribusimness development i the GHA

Organizations like IGAD, COMESA, FAQ have all developed market information systems for the region that could be
of great benefit, particularly to smaller firms, if the information 1s effectively dissemmated It 1s recommended that
a smgle organization such as the East and Southern African Business Organization (ESABO) be given the mandate
by private sector participants and the resources to compile and disseminate this information to the private sector
through regional associations like TNCCI or the Confederation of Tanzania Industries Agricultural busmess
associations such as the Tanganyika Farmers’ Association Ltd and a number of sumilar organizations m Kenya and
Uganda should be mvolved The Uganda National Farmers Association should be willing to play a leadership role in
Uganda, for they are actively mvolved m dissemmatimg similar mmformation to their members

24 Constramts on Private Sector Participation in Food Security Enhancement and Ways in Which These
Can Be Overcome

In General The private sector 1s driven by profitability, return on investment, sales growth and sustamnability of the
enterprise It also tends to have a rather short term returns focus, primarily as a risk reduction mechanism, and much
prefers dealing with predictable circumstances Food security, especially m the GHA, 1s a long term concern, and to
some extent 1s mvolved with providing for abnormal circumstances, € g , drought and civil unrest It 1s difficult for a
firm to make a profit or satisfactory return on mnvestment from nearly all short to mtermediate term direct food security
enhancement activities

Therefore, the main constraint to private sector participation i food security enhancement relates to an mconsistency
of objectives
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Also, private sector firms participating m agribusmess systems i an early stage of development are usually fully
occupied with establishing and sustamning themselves mn difficult operating conditions, and are not prone to mvest
resources in “greater good” and/or long term benefit activities such as food security enhancement These firms must
seek mvestments for their time and/or financial resources that yield short term returns and sufficient margns to provide
the remvestment capital needed to grow therr busimesses Otherwise they will not survive, or will constantly requure the
mfusion of new capital

The key to overcoming these constramnts 1s to identify opportunities for private sector participation in food security
enhancement that are consistent with private sector objectives These will likely mvolve agribusmess investments that
have reasonable profit and return potential, and reasonably predictable short to mtermediate term outcomes, yet
contribute to longer term food security enhancement

Another constraint to private sector participation 1n food securty enhancement 1s that most agribusiness managers have
not thought about mvolvement n food security enhancement and therefore are at somewhat of a loss as to 1f and how
they might participate This means that considerable education and creative thinking will be required to a) help private
sector managers understand that food security enhancement 1s to their long term benefit and b) develop specific
opportunities for the profitable mvolvement of the private sector in food security enhancement

Tanzama Tanzania is in the early stages of moving from parastatal to private ownership of production agriculture and
of agribusiness enterprises, and the uncertamties involved m this transition are more pronounced than mn either Uganda
or Kenya. Based on mterviews with busmess owners, researchers found that there still prevails in Tanzania a negative
attitude toward privatization One owner explained that the parastatal system has been mn place for so long, and 1s so
ingramed m the Tanzanian perspective, that this attitude will only change with the passage of ttime The private sector’s
partictpation n food security will ultimately depend upon the success of this public to private ownership transition, the
development of and access to formal financing and the development of a supporting mfrastructure

Kenya While credit availability to producers and SME agribusmesses and weak agribusiness management and technical
skills constramn private sector participation m food security enhancement, Kenya represents the most advanced of the
three countries in terms of credit availability and entrepreneurial skills Kenya 1s moving forward to privatize the Cereal
Production Marketing Board with 1ts extensive factlities and operations throughout Kenya The House of Manjt
sponsored Enterprise Development Program (EDP) 1n Kenya 1s a wonderful example of how the private sector can
mncrease food security and stimulate economic development. Expanding the Enterprise Development Program to other
countries in the GHA should be a major topic at the proposed GHAI “Role of the Private Sector in Food Security
Enhancement” conference, with all core team members participatmg, The Enterprise Development Program’s
objectives are to identify mvestment opportunities in agriculturally related enterprises, and to evaluate opportunities for
possible mvestment In addition, the EDP has expressed an mterest in developing programs that will provide mputs to
small farmers

Uganda As mentioned above, 1t must be understood that the private sector 1s profit-motivated and that investment 1s
the key to mcreased employment and increased effective demand The Uganda private sector can help alleviate
problems related to food security by operating in an effective, busmess-like manner and by making the necessary
mvestments to fully develop the private sector’s potential in agribusiness

The GHA Region Effective and efficient private sector participation n food security enhancement depends on a
number of vaniables including, inter alia, government policy and practice, communications and roads, financing,
mstitutional factors and entrepreneunal skills Therefore, the lack of these are a constramnt to private sector participation
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There 15 no consensus ranking of constramts or impediments to private sector patticipation 1n food security enhancement
that fits any particular country or group of private enterprises A constraint to one firm 1s not necessarily a problem to
the next. In all three countries—Tanzania, Uganda and Kenya—there 15, 1n general, a positive attitude toward private
sector participation m food security enhancement Liberalization of policies effecting the private sector should n the
long run, and if diligently pursued, allow agribusinesses in all three countries to reach an optimal level of development
and therefore significantly participate i food security enhancement.

The most significant constraint to private sector participation mn food security mvolves those constramnts, mnhibitors and
problems related to mncreased investment m all agribusiness segments Increased mvestment 1s needed m physical
facilities as well as advanced technology, and this requires substantial, long-term equity capital Specific factors that
himit mvestment include, mter aha, the lack of access to long-term mvestment capital, the means to identify investment
opportunities and the skills needed to evaluate the viability of those :dentified This 1s true n Kenya, Tanzama and
Uganda, however, the problems are more acute m Tanzania and Uganda

Tanzamia and Uganda are 1 a transitional phase moving from parastatal and monopoly, or near monopoly, control of
agribusimess to private sector ownership and management. There are numerous constramnts to the ultimate privatization
of these former parastatals and therefore the effective participation of the private sector Fortunately, the government
of Kenya 1s now entermg the final stage of completing the privatization of one of its largest remaming parastatals

The problems mvolved mn privatization of existing parastatal facilities include establishing a fair, realistic market value
for the facilities, a value accepted by the government and by the private sector entrepreneurs Thus 1s a difficult problem,
and establishing value will require considerable effort There 1s also a human element, and that involves the future of
the employees of the parastatal, since m all probability, considerably less labor and management will be required when
privatization 1s accomphshed The legal and admmistrative steps necessary to accomplish privatization are often
ambiguous and sometimnes contradictory Therefore, 1t 1s necessary, particularly i Tanzania and Uganda, to precisely
determine, hopefully via a private sector with government dialog, the steps and actions to be taken by both the
government and the private sector n completing the privatization process

Most of the constramts to the full mvolvement of the private sector mn food security enhancement can be overcome by
effective cooperation between the private sector and governmental agencies The constramnts related to mcreased
mvestment, especially cross-border investment, can be overcome by dialogue, knowledge and genuine cooperation with
all concerned with the end result of effective and practical privatization policies and procedures

Succinctly, private sector participation in food security enhancement depends on the full development and the efficient
operation of all the private sector firms engaged m agriculture and agricultural businesses The good news 1s the
optimism that exasts in all three countries for developing the private sector and moving away from government
mvolvement.

25 How the Private Sector Can Help Alleviate Food Insecurity

Tanzania The development of the SEFARMS Association 1s an outstanding example of the private sector developing
strategies and actions that help alleviate food security SEFARMS 1s organized to assist women 1 developing and
operating commercial farming enterprises which, per se, reduces food msecurity Donor support, and/or private sector
support from large established firms, to SEFARMS would undoubtedly result in significant improvement in food
security throughout Tanzanta The SEFARMS program should be expanded ten-fold to assist member women farmers
mn poultry, piggery, vegetable, cereal and dairy farming
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The private sector must, as soon as possible, assist with the transformation of the Tanzania Fertilizer Company (TFC)
mio a commercial organization that can distribute fertihizer throughout Tanzania The TFC has been scheduled for
privatization, and the private sector, perhaps through collective action, must take the mitiative m realizing this obyective
The mcreased utilization of fertilizer though private sector efforts will certamly help alleviate food msecurity

The Tanzanian National Chamber of Commerce, Industry and Agriculture, 1s an mstitution that can represent small and
medium sized agribusinesses m working with the mvolved government agencies to develop fully their collective
capabilittes The Chamber could and should serve as a provider of mformation to the private sector on all aspects of
commodity production and distribution

Discussions with grain millers i Tanzania focused on solving the many problems that millers face in dealing with
mnconsistent government policy and other mstitutional restramnts A fully developed milling industry with supporting
storage facilities would significantly alleviate food msecurity problems mn Tanzania Millers mterviewed mdicated that
they were working with several Tanzanian banks 1n the hopes of securing the supporting finance necessary to expand
their present operations

USAID/Tanzama mstituted a rural transport and infrastructure activity that has significantly increased the quality of the
rural roads m many areas The private sector should assist with admnsstrative and financing support for the National
Roads Fund to provide contimuing mamtenance for these all important arteries USAID has also established a private
enterprise fund mvolving private banks to provide venture capital for developing and expanding private enterprises
The Tanzanian private sector needs to avail itself of the opportumities provided by this activity  Only one of the private
firms interviewed was aware of these opportunities

The private sector in Tanzania should take the leadership i establishing a national forum such as the Uganda National
Forum This forum, mn cooperation with the Chamber, would provide an excellent vehicle for dialogue with the
government ministries and agencies 1 eliminating unfavorable regulatory policies, customs corruption and other
government policies and wnhibitors that restrict the development of the private sector Such a program would be a
significant help 1n alleviating food msecurity

Succmnctly, the private sector in Tanzania must develop collective action and strategies to elimmate the many restrictions
that inhibit the development of a viable agricultural and agr -business sector

This type of collective mttiative can help alleviate food msecurity and accelerate economic development An example
of the type of action required 1s that of the Policy Reform Agenda Unfortunately, that program encountered
considerable opposition from the vested parastatal mterests in Tanzania The vested mnterest of the remamning parastatals
must ultumately be eliminated so that a fully developed private sector can assume 1ts rightful role m alleviating food
msecurity

Kenya Performmg further (value added ) processing and forward contracting are two important ways the private sector
can help alleviate food insecurity The former should result in real producer price mcreases i the long run for the raw
products n most demand smce processor margins will be enhanced The latter can provide a source of mputs for those
who could not obtamn credit and are therefore not able to acquire needed mputs The combmation of the two can lead
producers to adopt higher yielding production and post-harvest technologies -- which m turn increases agricultural
productivity

The House of Manj1 (HoM), one of the largest food processors mn the country, 1s a major player in the development of
these activities, particularly m the soybean market Currently Kenya produces about just over 1,000 tons of soybeans
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while HoM has capacity to process twenty thousand tons HoM 1s in the process of collaborating with KARY, the GTZ,
JICA, and FAO on technology development, smallholder production, and primary processing and marketing of soy
products to more fully utilize their capacity At the same time, 1t 1s exploring, i cooperation with the International
Fmance Corporation (IFC), the possibility of developmg a venture capital structure that will allow the establishment
of agribusinesses interested 1 soybean production and processmg The HoM has pledged to purchase up to 20,000 tons
of soybeans to support the nfant mdustry

The role of small- and medum-sized agribusinesses m enhancing Kenyan food security requires special consideration
SMEs are the sector most likely to add value to agricultural production m rural locations through agro-processing Their
contribution 1s currently limited by mfrastructural constramts and effective rural demand for thewr products due to the
low mncomes prevailing n the markets they serve

Currently SMEs and microenterprises provide the bulk of employment 1n Kenya, and are an important source of new
jobs They are also the mam employer of women since, these enterprises present fewer barriers to entry  The
possibiliies for increasing women's participation n SME agribusmnesses are higher than mn any other sector
Encouraging female participation 1n agribusiness 1s where the private sector, NGOs, and government (through favorable
policies) can achieve success

In addition to increasmng on-farm agricultural productivity, and off-farm agribusmness productivity, the increased
presence of agribusmess SMEs m rural areas will enhance food security by improving the production, preservation and
marketing of food in rural areas

Traditionally, the private sector has played a limited and yet important role 1n technology dissemmation in Kenya
Although most of the maize breeds are developed by the public sector (KART), therr multiplication and distribution 18
largely carried out by the Kenya Seed Company There 1s significant scope for private sector development of new seed
varieties, particularly hybrids Kenya, as a founding member of WTO, 1s bound by agreements to safeguard intellectual
property rights of breeder and seed developers

Uganda Market Information Uganda, like Tanzania, suffers from the lack of timely and correct busmess mformation
on prices, market developments, supply and demand and technology, which mn turn constramns food security
enhancement. There are several organizations m Uganda that are involved i providing business mformation However,
1t 1s recommended that a single private sector or private/public jomnt venture organization be given the mandate and
resources to compile and disseminate this mformation to the private sector An example of an entity that could provide
thus service 1s the Private Sector Foundation (PSF) An effective single orgamization should be more efficient and would
provide a means of coordmating donor financial and technical support

The PSF 1s located in Kampala and 1s composed of 17 private business organizations located throughout Uganda, but
principally i the greater Kampala area. The Foundation holds regular meetings for all members and conducts ongoing
dialogue with all members The members of the Foundation are concerned with business tax matters, government
regulations affecting import and export practices and other related matters The Foundation serves as a spokesman for
the private sector vis-a-vis the relevant Ugandan government agencies The Uganda Manufacturers Association (UMA),
which 1s closely associated with the PSF, 1s involved with Consultancy and Information Services Limited and seeks to
advance the objectives of the manufacturing industry, mcluding gathermg and analyzing market information Therefore,
the PSF 1s a good candidate for a market and technical mformation collection and dissemmation entity

Access to Finance All but the largest agriculturally-related firms in Uganda have very limited access to either long-term

mvestment capital or short-term funding for working capital USAID and others are supporting selected financing
mstitutions, and there 1s reasonable cause to expect conditions to improve m the future It 1s recommended that private
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sector agribusiness firms work with the Uganda Investment Authority, the Private Sector Foundation and the banks and
financial mstitutions to develop workable financial programs, especially for short-term credit, that will reduce risk for
financial mstitutions lending to agriculture and agribusiness while at the same time mcreasing access to finance for these
firms

Applying for Fimancing Another problem the private sector can solve 1s to provide education to entrepreneurs on, and
assistance for the proper preparation of, “bankable” busimness plans, mcluding real time cash flow projections, mcome
statements and break-even analysis This educational process could be done through the Private Sector Foundation
offering semmars and workshops on the preparation of busmess plans Well-developed and presented business plans
will open banking doors that now appear closed The Private Sector Office of REDSO/ESA has the ability to provide
leadership for such a program

Enabling Environment Collective action 1s the best approach to correcting the unfavorable aspects of government
regulations, tax policy and poor wfrastructure like rural roads and communications It 15 recommended that
organizations such as the Private Sector Foundation and the Uganda Investment Authority together establish a
permanent private sector commuission to mamtain a constant dialogue with the proper government agencies to address
these constraints

Private sector managers mterviewed stated that USAID/Uganda has been a positive force for improving the environment
for business development in Uganda These mdividuals expressed appreciation for the Mission’s contribution  Also,
the Uganda government under President Musevent 1s very supportive of private sector development Therefore, donor
and government support for enabling environment enhancement 1s available

The Uganda Presidential Forum The Presidential Forum on Strategic Management for Investment Promotion and
Export Growth was established in 1992 under the aegis of the Implementing Policy Change project supported by
USAID/Uganda The purpose of the Forum 1s to focus and energize action on the various government policies,
programs and 1nitiatives 1n the area of private mvestment and export development The Forum’s goal 1s to promote a
strategic approach, which mnvolves the participation of the private and public sectors, for more effective implementation
of national policies and mitiatives affecting the business environment The Forum conducts regularly scheduled
meetings These meetings bring together sentor members of the government of Uganda and leading entrepreneurs from
the private sector

The success of the Forum i enhancing the private sector related enabling environment can be attributed to the
leadership from the Uganda Manufacturers Association and a strong commitment from the President of Uganda
Equally mmportant 18 the dedication by the mndividual members to mamtammmng an open policy dialogue and a
commitment to creating a better future for Uganda

The Uganda Manufacturers Association, under the Presidential Forum mitiative, has tried to bridge the gap between
public and private sectors on policy reform through its collaboration with the Private Sector Foundation This has
helped promote, protect and coordinate mterests of industrialists and other private sector actors in the economic
development of Uganda

There 1s a need to emphasize the private sector’s role i food security i one of the Working Groups at the next
Presidential Forum meeting  Uganda’s Private Sector Foundation would be one agency that could advance this cause
While stressing mvestment promotion and export growth, the activities of the Forum nevertheless advance the cause
of private sector mvolvement in food security by addressing the enabling environment constraints that limit private
sector participation in food security enhancement
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GHA Region
Investment Information

Many 1n the Afiican private sector see a potential but critical new role for foreign donors as facilitators and distributors
of mformation on mvestment opportunities n food production, processing and distribution m the GHA These
opportunities will have to be described m busmess and commercial terms conducive to attracting and retaming
mvestment mn transactions that enhance food security By publicizing hard to access regional commercial opportunities
to African business people, donors would help provide a valuable impetus for cross border African investment in GHAI
priorities that include, wnter alia, a more rational and efficient movement of food within and across borders By
provision of such an information service, the donors and host governments will begin to dispel, the belief many hold
m the African private sector - that donors and host governments will continue doing business as usual by disregarding
the obvious primacy of the African private sector in growmng, processing and distributing food. Donors could provide
a very important service for the market intelligence hungry African private sector via distribution, and perhaps analysis,
of cross-border market and mvestment opportunities m agribusmess that spring from the project evaluations, trip reports,
and myriad of other documents that USAID and other donors produce on relevant topics

Policy Enhancement

The private sector clearly recognizes that sustained growth i commercial activities will support increased production,
processing and cross-border distribution of food n the GHA region requires more than a higher rate of mvestment
Sustamned growth requires unleashing markets i the region by improving the policy environment as well as improving
the crumbling state of transportation and communtcation infrastructure 1n the region. That view supports the vital policy
research and enhancement work done by USAID Missions and REDSO/ESA m the GHA

As a means of supporting policy enhancement the establishment and ongomng functioning in Kenya and Tanzania of an
activity similar to the National Forum now operating m Uganda would be highly desirable The National Forum brings
together representatives of the private sector, senior officials of the Government of Uganda and the President The
private sector representatives present the problems that they face, and discuss with the government officials sutable
solutions In subsequent meetings that are held approximately 90 days after the nutial discussions, the President expects
to recetve answers and explanations of the actions taken to solve the problems

The private sector core teams m Tanzania and Kenya should review the operation and success of the Uganda National
Forum and investigate ways m which a similar enabling environment enhancing mechanism can be developed m their
countries It would also be useful to investigate the possibility of a GHA wide entity modeled after the Uganda National
Forum IGAD is likely the most logical entity to assess and, if found viable, develop this regional forum The focus
of the regional forum should be on those enabling environment enhancements needed to mcrease the role of the private
sector m food security enhancement 1 the GHA

Role of the Private Sector

The African private sector 1s unanimous 1n its many public and private declarations that it must take the lead role mn the
formulation of strategies for mvolving the private sector 1n food security enhancement. Many 1n the African busmness
community see donors and governments 1n the region establishing a welfare system, via traditional food security
strategies, that 1s humane but otherwise deleterious to the expansion of the African agribusimness sector

Government and donors rarely understand the dynamics of busmness and mvestment decisions necessary to assure private
sector “ownership" of food security Therefore, donor and host government policies that exclude the private sector from
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a leadership role m food security are doomed to faillure Simnce the African private sector 1s much more efficient and
productive than governments in the cultivation, processmg, and distribution of food, why are they often given less than
a leadership role in food security enhancement?

As one veteran former USAID Mission Director m the region stated " 1f I were to do the work of 70's and 80's over
agam, I would certainly focus more on enhancing and facilitating the role of the private sector " Without a dramatic
mcrease m private investment and trade (including a freer intra-regional trade system) i this area, 1t will be difficult
to assure food security 1n the future

Prior to the hiberalization era begning n the early 1990's (mn the region ) perhaps there had existed a valid argument
why host governments, donors and NGOs had taken the lead on issues concerning food security - the absence of a
dynamic private sector and mstrtutions and associations of agribusiness advocacy durmng the early years of African
nation bullding Presently, however, the situation has dramatically changed for the better The African private sector
1s takang the lead 1n the establishment of numerous busmess advocacy associations The most recent "watchdog",
overseemg what the three East Africa Governments' policies are bemng bestowed on the private sector, 1s the East African
Cooperation Busmess Council (EACBC), to be headquartered in Arusha Thus, the African private sector 1s creating
the institutrons and advocacy networks necessary for the concentration of opmion and advocacy so necessary to the
debate on food security

26 Specific Opportunities for the Private Sector to Help Alleviate Food Insecurity

The following actions are recommended as those with the most inmediate potential to have a positive unpact on the
role of the private sector m enhancing food security m the countries visited They include specific mnvestment
opportuntites, two m Uganda and one in Tanzania, and two strategy development activities The strategy development
activities proposed would have considerable positive impact 1f implemented mn any and all countries of the Greater Hom

261 Uganda Privatizations

Private sector support for and participation mn the immediate privatization of the Produce Marketing Board’s grain silos
located i Jmja 1s the highest priority  Also, the Uganda Maize Milling facility must be placed in private hands Details
on these two mvestment opportunities can be found m the Uganda chapter (5 6 2) of this report Consultants must be
employed to identify each step needed to move these entities from parastatal to much needed private ownership and
operation

Thus 1s a hugh priority need and one that would have many benefits for regional food security since these facilities are
currently under utilized and financed The resulting firms would be private sector managed, and gramn marketing and
marze milling 1 Uganda would be significantly enhanced There 1s an urgent need for serious consultations between
the Government of Uganda and the private sector firm(s) that have expressed strong mterest i acquiring these facilities

262  The Tanzania Fertilizer Company
TFC 1s a parastatal that 15 scheduled for privatization by the GoT, but 1s 1n Iimbo TFC 1s now operating without
government financing for working capital, mcluding the purchase and maimntenance of mventory Many employees have

been discharged and present management 1s unsure of thewr and the company’s future The mmportance of TFC to the
Tanzania agricultural production system cannot be overstated TFC has a complete warehouse and distribution system
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m all the important production areas of Tanzania. Private sector mvolvement m fertilizer distribution n Tanzama 1s at
present very limited and the privatization of TFC would dramatically ncrease private participation

It 1s recommended that consultants be engaged to analyze the viability and scope for private mnvestors to mvest in TFC
Recommendations should be provided on the most appropriate strategy for this to take place Details on TFC can be
found 1n the chapter on Tanzania (3 5 3)

263 Develop Strategies to Commercialize Technology

A number of very mnovative technologies have been developed that, if fully commercialized, could contribute
significantly to enhancing food security m the region These are 1dentified and discussed m more detail later m this
report They mclude the finahization and distribution of a) a farm to market vehicle developed by Kenya Vehicle
Manufacturers, b) a small scale gran drier being developed at the Kawanda Research Station m Uganda, ¢) an o1l press
and small imigation pump developed by APPROTEC Kenya, and d) work with the General Manager of the Chemagro
fertilizer project in Kenya to develop an mput supplies distribution system m rural Kenya

It 1s recommended that mstitutions, organizations and firms nterested m acting as market agents and distributors for
these technologies be 1dentified by appropriate local entities, e g , the Private Sector Foundation in Uganda and the
House of Many Foundation in Kenya, and strategies developed on appropriate ways to distribute and achieve utilization
of the technologies Technical assistance may need to be provided to both the developing and recerving firms on the
utilization and marketing of the technology In the long term 1t 1s envisioned that the private sector will contmnue to
develop efficient systems to design, manufacture and distribute appropriate technologtes, but this needs the ongoing
support and cooperation of local governments and donors

An mvestigation nto how this can best be accomplished 1s needed The private sector 1s 1n by far the best position to
determne agricultural and agribusmess technology development needs and the practicality of alternative means of
fulfilling these needs However, local government mstitutions and donors can make a mayor contribution to adapting,
or 1 some cases developing, these technologies

264 Develop a Comprehensive Private Sector Involvement Strategy

This report has identified a number of specific areas for possible private sector mvolvement i food security
enhancement. There 1s a need, however, to further develop and crystallize these 1deas mnto a clear strategy and plan of
action that the private sector would lead and support. The strategy would mcorporate the views and activities of a
number of other major donors 1n the region, senior government officials, and the World Bank, International Finance
Corporation, and the World Food Program among others It 1s recommended that a regional firm be hired to facihtate
this strategy with the relevant private and public sector players The strategy will then be shared with a broader
grouping of private sector participants at the regional Private Sector Food Security conference It 1s recommended that
the REDSO/ESA Private Sector Officer oversee this activity

27 Compantes and Individuals Interested in Participating in Food Security Enhancement

The following specific companies and mndividuals have expressed an interest mn participating i private sector food
security enhancement There 1s a great deal of enthusiasm for this inttiative  Each of the firms and individuals named
below, plus all those individuals mterviewed, should be mformed about the present and future activities related to this
mitiative and mvited to the November Private Sector Food Security Conference
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Tanzania

Ketan Patel, Export Tradmg Company, Ltd

Dharampal Aggarwal, Managmg Director, Coast Millers Ltd

Azim Dewji/Mohammed Dewji, TradeCo Oil Industries Ltd

Emmanuel R. Makubo, Managmng Director, E R. Milling Company Ltd
Raum J K Ringo, Marketing Manager, Tanzania Fertilizer Company Ltd

Kenya

Amm Gwader1, House of Many Foundation

David Percival, Managing Director, Kenya Vehicle Manufacturers Ltd

Henry Ogola, Managing Director, Chem-agro

Nick Moon, Managing Director/Martm J Fisher, Ph D, Technical Director, APPROTEC
Frida M Muya, Export Manager, Kibwez1 Growers and Exporters Limited

Dganda
Nm John Magnay, General Manager (Owner), Magric Lid

Alykhan Karmali, Executive Director, Mukwano Industries (Uganda) Ltd
Okela Ocero, Executive Director, Lira Millers Ltd
Dr Robert R. Kawuma, Sekalala Enterprises Ltd
Tom Opro-Oming/Karim Somani, Chief Executive Officer, CEl
Dr U Acasico, Post-harvest Program-Kawanda Research Station
(To work with the private sector to develop gram drymg facilities )

28 The ESABO Conference

The May 14-15, 1996 Eastern and Southern Africa Busmess Organization (ESABO) Regional Integration Conference
held i Nawrobi, Kenya, launched the GHAI effort, mcluding this activity, to imcrease the mvolvement of the GHA
private sector m food security enhancement Busmessmen and other ESABO conference participants urged the
governments of countries in East and Southern Africa to rethink therr food security policies In particular therr rules and
regulations on food self-sufficiency, domestic and regional trade in food commodities, and the role of the private sector
as the mamn partner 1 achieving lasting food security

Conference participants noted that regronal governments have m the past pursued a rather Iimited food security policy,
one m which the countries tried to grow all 1ts food, kept food prices low by removing the so-called explotative
muddlemen and replacing them with government boards, and constructing national and regional stores for strategic gram
reserves

Despite the pursuit of public sector managed food self-sufficiency strategies mn the past two decades, the region
contmues to suffer periodically from serious food mnsecurity The reasons for regional governments' failure to achieve
lasting food security for all their people could be attributed to a less than comprehensive understanding of what food
security entaills ESABO conference participants and presenters agreed that food security 1s more than having the
national stores full of gram It 1s more than havmng sufficient availability of food nationally or regionally It 1s about
all people having access all the time to sufficient food for a healthy hife
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Other key food security enhancement recommendations from the ESABO conference were
1 The role of IGAD m mformation gathering research, etc , n the region and as a leader i food security matters
1s recognized IGAD should be expanded to cover all countries of the ESABO region
2 Encourage partnerships between IGAD and the private sector to gather and distribute food security mformation

so as to encourage food surplus countries to trade with food deficient countries and stimulate mformed
mvestment decisions m the area of food security

3 Busmess organizations, including ESABO, should be strengthened and harmomized 1n order to be more focused
on enhancing the role of the private sector i food security 1ssues, particularly 1n alleviation of constramts
preventing the private sector from participating fully

4 The private sector should develop effective channels to extend credit using successful models such as
] those 1 Eritrea where people feel they have a social obligation to repay,
L mobile banks 1n order to reach more people e g , as in Uganda, and
L the Zambian case of channeling credit through the middle levels of the private sector
5 The private sector should encourage Imkages between large companies and small producers, e g , through

guaranteed purchase of output and/or credit purchase programs

6 Encourage value adding via food processing by adopting new processing technologies, e g , staple foods to be
consumed m more ways than 1s the case in most GHA countries This will help mcrease production,
employment and linkages

7 A clearing house of food security information should be set up which will encourage and facilitate cross border

trade, and also enable the private sector to understand what government, donors and ntergovernmental
agencies are doing together or separately

8 Donor food mtervention should coordinate with the local private sector, e g , through joint tendering, to stop
distortion of market signals

29 Kenya Private Sector Core Group

Under the aegis of the REDSO/ESA private sector office, a meeting was conducted m July of 1996 with the Kenya
Private Sector Core Team The agenda for that meeting 1s shown mn Appendix A

The followmng key 1ssues provided the frame of reference for the Kenya Private Sector Core Team meeting
1 Agricultural productivity growth must exceed the population growth rate if sustamed economic growth and
food security 1s to be achieved Post-harvest losses must be reduced, especially losses of gran, fresh fruits and

vegetables, and dairy products What strategies can the private sector promote to increase mvestment i the
processmng of agricultural output, especially processing, protection and storage that reduces post-harvest losses?

2 What strategies are required to enable the private sector, especially SMEs, to identify and gamn access to the
vast resources of capital available both locally and internationally?
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3 ‘What strategies are required to encourage linkages between large companies and small producers, € g , through
guaranteed purchase of output or credit purchase schemes?

4 What strategies are required for the private sector to mvest i new technologies being developed with NGO’s
and appropriate technology specialists

5 How can linkages be established between donor organizations such as IGAD, USAID, WFP and the private
sector, so that sound marketing conditions can be encouraged and the private sector informed of donor
nterventions?

6 How can private sector associations and consultmg firms m the regton be utilized to provide relevant services
to package and promote viable projects, as well as provide access to market mformation, technical advice and
finance?

7 What strategies are required to sensiiize governments and donors on the role the private sector can play in
enhancing food security?

A lughlight of the meeting was a verbal commitment by the House of Many1 to assume the leadership role m establishing
an mformal agribusiness mvestment group that would 1dentify mvestment opportunities and provide financing for those
projects with mertt The emphasis on mvestment was well received by all present, for expanded mvestment i
agribusiness 1s the key to mncreasmg the role of the private sector n enhancing food security Cross-border agribusiness
mvestment was also identified as a goal that must be developed to mcrease food security in the entire region

Participants m the Kenya Private Sector Core Group meeting mdicated five areas where mncreased private mmvestment
15 especially necessary They are (1) agribusinesses bemng privatized, (2) food processing/value added functions, (3)
the dissemmatton of new technologies, (4) commodities storage facilities, and (5) commercial agriculture The strategy
advanced by the House of Manji Foundation 1s an excellent example of a means to overcome the constraints and
problems associated with increased agribusiness investment

210  Next Steps

The remarkable leadership of the REDSO/ESA Private Sector Office, as the driving force i the ESABO regional
conference held in Nairob1, May 14-15, demands that REDSO/ESA must remain as the coordinating mnstitution until
such time as an African-led and African-supported mitiative 1s firmly established as a permanent organization With
the African private sector support shown to date, there 1s every reason to expect a successful endeavor if a firm
foundation 1s built

Durmg the conduct of private sector firm mterviews in the three participating countries, a major effort was made to
identify individual firm managers and owners willing to serve on Private Sector Food Security Core Teams A team
was composed 1n each country, and all three teams will cooperate 1n advancing the cause of food security m the GHA
The names and addresses of those individuals 1dentified and willing to participate on a Core Team were provided to the
REDSO/ESA office in Namrobi, and appear in Appendix A The expression of mnterest on the part of private sector
leaders i all countries regarding a Private Sector Core Teams meeting was strong and complete Hopefully, other
countries on the Horn of Afiica will participate m the future
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Follow-up Conference

Therefore, a conference s planned under the aegis of REDSO/ESA with the Private Sector Core Teams from Uganda,
Tanzama and Kenya participating In cooperation with leaders from the Core Teams, REDSO will develop an agenda
for that meeting  The logistic arrangements should be completed and all invitations 1ssued by REDSO  The objectives
of this conference will be to allow the Core Teams to identify, discuss and evaluate constramnts they face i fully
developing their private enterprises  The more rapid development of private sector enterprises in Kenya, Uganda and
Tanzania, will lead directly to food security enhancement n the GHA

The mam objective of the conference will be to determine the strategies and opportunities for stimulating agribusiness
mvestment, because mcreased agribusimess investment is the ulumate key to mcreased food security

Sustamability

The momentum that has been generated by this activity must be preserved and formal direction given to the objectives
of the project To msure sustamability, a secretariat or a coordinating organization must be established and operated
for approximately a two-year period. The purpose of the secretariat will be to demonstrate the viability and the long-run
value of this endeavor Afier the two-year period, 1t 1s envisioned that the central organization will be totally funded
and drrected by the African participants A hmuted budget for this two-year pertod should be sought from one or more
donor mstitutions with GHAI Washington and REDSO/ESA taking the lead position

GAD

A dialogue should be established with IGAD to determune 1f that mstitution 1s both mterested 1 and capable of assuming
a leadership role m private sector food security enhancement Is 1t possible that some IGAD funds might be available
to support, or partially support, the creation and ongoing activities of a central secretariat?

Ethiopia, Enitrea and Somalia Land have not participated i this activity Different reasons have been advanced for their
lack of participation IGAD and the GHAI should address this 1ssue and determine how additional countries can be
effectively and safely (for field researchers) included in the activity and n the mnvolvement of the private sector i food
security enhancement.

The outstanding leadership provided by REDSO/ESA has created this opportumity for regional cooperation n private
sector food security, and REDSQ’s participation 1s essential to the long-run success of transferring the objectives of this
activity to the private sector in the GHA

Broadening the Base

While work m Kenya, Uganda and Tanzania offered useful mnsights into how the private sector can become actively
mvolved m food security enhancement, these three countries do not have the magnitude of food security problem as do
others 1n the GHA For this activity to positively impact the GHA wide food secunty challange, an assessment must
be made of how the lessons learned and the imphications to GHAI and USAID Missions SOs and Results Packages can
be extended to countries at the heart of the GHA food secunty challange This will require work in Ethiopia, Enitrea
and Somali Land
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30 TANZANIA

Thus chapter reports on the findings of two weeks of primary research in Tanzania and focuses on specific private sector,
food security enhancing, agribusiness mnvestment opportunities

31 Current Contribution of the Private Sector to Food Security Enhancement

On average, Tanzania produces 90 percent the amount of food needed to feed its population, despite 1ts vulnerability
to drought The national food security situation i1s margnally satisfactory on average, although there are sharp
differences between regions During periods of severe drought, such as in 1993/4, unlike Zambia and Zimbabwe which
were severely affected, Tanzania experienced only pockets of severe food msecurity which were cushioned by mternal
distribution of food and modest food aid imports The problems of food nsecurity and hunger are more related to a lack
of access 1e low purchasing power rather than a chronic lack of supply

Primary research completed for this activity found that, despite a history of extensive government control, the private
sector 1s actively nvolved 1 a variety of agribusiness activities in Tanzama, many that directly contribute to food
security There are a number of large and medium-sized maize and wheat millers mvolved mn storage, importation and
distribution of food The larger millers have mvested a considerable amount m storage capacity One muller for
example 1s m the final stages of a project to construct 17,000 MT of storage capacity There are also private traders who
have mnvested n natronwide distribution and storage networks for cereals, particularly maize One firm 1s even hedging
its purchases of maize on the Chicago Board of Exchange There are also a number of small firms mvolved m fertilizer
and seed distribution, but their geographic coverage 1s imited Although there are a few firms mvolved m food
processing, there 1s constderable scope for expansion mn this area.

32 Prioritization of Constraints
The constraints that production agriculture and the private sector in Tanzania face, which mn turn impede the contribution
of both sectors to enhancing food security, are prioritized n the table below on the basis of the anticipated positive

mpact from their alleviation

321 Constramts to Increased Agricultural Production

CONSTRAINT PRIORITIZATION/RANK

Rural Transportation Infrastructure

Limited Use of Inputs

Access to Formal Credit

Access to Appropriate Technology

Limited Agricultural Research/Extension

Land Tenure

Source Field Research/Interviews
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Research conducted as a part of this activity indicates that improving rural transportation mfrastructure, particularly
secondary feeder roads, will have the largest impact on agricultural production, and a substantial mpact on umproved
marketing efficiency At present, since the cost of transportation 1s so high, 1t 1s not economical for the private sector
to transport grain from or fertilizer to many areas, or for farmers to use fertilizer that 15 priced to cover all transport costs

Increased access to mputs - fertilizer and improved seed - would also significantly impact food production The high
cost of fertilizer, due to a significant depreciation of the Tanzania shilling and removal of the government subsidy, 1s
a major constramt currently facing farmers Fertilizer consumption has declined by up to 40 percent in the past 5 years
The declne has been particularly acute i food crop production where most farmer’s returns are not sufficient to justify
the nvestment 1n fertilizer The high cost of fertilizer 1s exacerbated by the removal of most government directed credit
schemes for farmers The private sector has unable to take on this role due to the high risks mvolved Even when
farmers can afford fertilizer, they may have difficulty accessing 1t mn certamn areas Since hiberalization of fertilizer
marketing, 5-6 major importers of fertilizer have established themselves i addition to the Tanzania Fertilizer Company
(TFC) - a government parastatal currently operating on commercial prmciples  These private companies operate mamly
in Dar es Salaam, and have so far not been providing fertilizer to all parts of the country, largely due to the poor
mfrastructure and their lack of finance to mnvest n a large distribution network

Use of hybrid seed for marze production 1s also very limited in Tanzania In Kenya for example, annual consumption
of hybrid seed 1s approximately 20,000 MT In Tanzama 1t 1s only 1,200 MT Increased consumption of appropriate,
localized hybrid seeds would significantly increase yields

Agrnicultural production techniques are very rudunentary in Tanzania There 15 a need to identify, promote and
disseminate appropriate production technologies that are cost effective and able to increase agricultural productivity and
yield per hectare, and therefore returns to farmers

Finally, increasing access to credit would facilitate purchase of mputs and technology that will improve agricultural
production This will not be successful, however 1f other constramts, particularly poor infrastructure, are not removed
Improved mfrastructure and therefore lower marketing costs could lead to higher producer prices which would create
the market opportunities that will justify producers borrowing to purchase puts that would increase yields and
production

322 Ranking of Constraints to the Development of the Private Sector by Size Firm

Constramt Medium

Weak Physical Infrastructure 1

Inadequate Availability of Formal Credit 1

Low Consumer Income/Weak Purchasing Power

Shortage of Busmess Information

Limited Busmess/Technical Skills

Political Risk & Uncertamty

Unfavorable Government Regulations

Source Field Research/Interviews
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As 15 evident from the above table, the prioritization of constraints facing small firms and medium-sized firms are the
same The five maimn constraints for these firms n terms of priority are (1) weak nfrastructure, (11) inadequate access
to formal credit, (11) low consumer incomes, (1v) lack of busimess mformation and (v) limited business skills Both
male- and female-led firms operate under similar constramnts

For large firms, which includes mnternational companies, the priority constramnts are slightly different (1) weak
mfrastructure, (11) political nisk and uncertamnty, (1) unfavorable regulatory environment (iv) low consumer incomes
and (v) access to formal credit at an affordable cost.

A major constramt facing busmess 1s the attitude of suspicion towards private busimess that still prevails as a result of
over twenty years of state dommation. This attitude 1s particularly strong aganst foreigners and Asian business people
and 1s mamfested m numerous ways including bureaucratic delays, harassment by public officials and policy reversals
Although changing slowly, this attitude problem acts as a considerable deterrent towards large-scale private sector
agribusiness investment.

33 Priority Constraints the Private Sector Can Help Alleviate

Presented below are the priority constrants that the private sector can help alleviate, specifically

@ Access to formal finance,

(n) Limiated business management skills,

(1) Shortage of busmess information,

() Political risk and uncertainty, and

1)) Unfavorable government regulatory environment,

The next section (3 4) presents examples of how the private sector might help alleviate these constraints

It 1s important to note that the private sector in Tanzania, although faced with a myriad of constraints, 1s active and in
many mstances thriving Many businesses have found mnovative ways of overcoming the most serious constraints
affecting them There 1s a need to formally 1dentify these innovative solutions and attempt to replicate them where ever
possible Incorporated n the suggestions below are some of the mnovative schemes already bemng carried out by the
private sector, even 1f on a limited scale

331  Access to Finance

Access to finance constramts vary by size firm
Large Firms

Due to the undeveloped banking system and the perceived risk of agricultural lendmg, large agribusiness firms in
Tanzama, except for multinationals and a few local firms, have difficulty accessing working and mvestment capital
Where they do have access, the cost of capital 1s prohibitive Considerable efforts are being made to strengthen and
deepen Tanzaman financial markets As the number of private banks continues to mncrease, credit constraints for large
firms will dimush, particularly if the government remains commutted to maintaining macro-economic stability

Although lack of access to finance to mvest in storage facilities or mventory buildmg working capital 15 a major

problem, researchers did find firms in Tanzama that have mvested considerable resources i storage capacity A major
wheat and maize miller 1s currently constructing a large wheat silo with 2 capacity of 17,000 MT Funds used came

33



Abt

At Associates Ine.

examinmg the feasibility of setting up a venture capital fund that would be specifically focused on small and
medium-sized enterprises The private sector should be encouraged and supported to set up a sumilar
fund i Tanzama, possibly with assistance from donor orgamizations Improved access to new technology
1s the first step 1n learning how to effectively utilize new technology

333  Shortage of Business Information

In Tanzama access to mformation on prices, markets, production trends, technologies, and the application of these
technologies 1s quite imited The food security department at the Ministry of Agriculture provides some mformation
on market and production trends with support from the USAID Famine Early Warning System, but has very minimal
coverage The information only covers domestic markets, and 1ts dissemination to the private sector 1s poor There 15
Iimited mformation on international market prices and trends available in Tanzania

In order to cope with this lack of information, the private sector 1s utilizing a combmation of "learning by domng," and
using existing national and mternational networks Last year there was a surplus of maize in Tanzania and a number
of small traders entered mto agreements to export maize to various countries m the region - Zambia, Zaire and Malawi
According to one respondent, a number of them, not aware of the prevailing market prices m the region and costs
mvolved, negotiated very low prices They then found it very difficult to meet thewr orders and make a profit

In contrast, the larger private firms interviewed appear to have all the latest information on regronal market trends at
therr fingertips One large trader 1s even hedging his purchases of matze on the Chicago Board of Exchange The firm
has a large storage and distribution network in the country and buys 65,000 MT/year of maize which 1s a quantity similar
to the buffer stock held by the government's food security department The firm 1s able to pay farmers a higher price
due to therr access to export markets

334 Unfavorable Regulatory Environment

Discusstons with the private sector 1dentified a number of factors that contribute to political risk and uncertamty mn
Tanzama These mclude (1) an unclear policy environment, (1) bureaucratic mefficiencies and harassment, (111) a hostile
attitude towards foreign mvestment and (1v) an inadequate legal dispute resolution system

Whule on paper the policy regune appears favorable, i practice there are many mternal obstacles that hinder mvestment.
One mvestor complained, for example, of having extreme difficulty obtamning work permits for certamn foreign
employees, even though similarly qualified personnel were not available in Tanzanita Only after appeals were made
at the highest level were the permuts granted Other mvestors are interested mn entering large-scale palm o1l production,
but are wary due to an unclear policy environment and bureaucracy There1s considerable scope for Tanzama to
become a large food exporter n the region if foreigners are given the opportumty to mvest in large-scale
commercial agricultural production At present this process 1s quite complicated.

The Government of Tanzania has taken strides to remove some of these unpedunents, and 1t should be noted that the
general ivestment climate has improved over the past five years There 1s ample scope, however, for the private sector
to work closely with the Government to 1dentify the most serious impediments to private agribusmess mvestment and
develop ways to remove these impediments In particular, the general negative attitude towards mvestors, and
particularly foreign and Asian mvestors, at the middle bureaucratic level can be greatly improved if the Government
comes out strongly m support of foreign mvestment and enforces sanctions agamst those that harass nvestors,
particularly at the immugration and customs departments

36

-

-

P’A
LSRN

bt



Abt

Abt Associates Inc.

In addition, the establishment of a stock exchange will allow for broader Tanzanian participation 1n the privatization
process and help to allay fears of foreign dommation Successful privatization cases involving foreign mvestors such
as the Tanzanian Breweries should also be publicized to help allay negative attitudes towards foreign mvestment

Thus type of public/private sector dialogue should be done and 1s being done through private sector associations There
1s a need, however, for additional support to be given to these associations to allow them to be ntore specific m
their research and presentations to government. Support for example, could be given to the Confederation of
Tanzanan Industries to research and 1dentify specific bureaucratic and regulatory constraints affecting the agribusimess
subsectors with the greatest nvestment potential This will provide the analytical base for specific representations to
government.

34 Constramnts to Private Sector Participation 1n Food Security Enhancement and How These Can Be
Overcome

Based on a consensus of mterviewees, followng 1s a prionitized histing of the constraints to private sector participation
m food security enhancement

1) Lack of private sector agribusiness experience due to the government’s historical dommnance of agribusiness
and less than positive attitude toward the private sector

2) Lack of agribusiness, especially SME, access to and the cost of credit to implement food security enhancing
activities, heavily mfluenced by a very weak banking system

3 The very limited resources (financial, time and skills) of micro and small agribusimess managers, who account
for the largest number of agribusiness firms

4) Agribusimess managers lack of focus on and awareness of their possible role n food security enhancement, and

how 1t 1s related to their longer term 1nterests

Tanzania 1s n the early stage of moving from parastatal to private ownership, and the uncertainties mnvolved mn this
transition are more pronounced m Tanzania than m erther Uganda or Kenya There remamns, notwithstanding the
liberalization policies of the government, considerable uncertainty as to the future role of the private sector The private
sector’s participation m food security enhancement will ulimately depend upon the development of and access to formal
financing Large areas of Tanzania are only margmally accessible, and very large capital investment in mfrastructure
will be required to open much of the mterior to viable agricultural production There 1s an opportunity for the private
sector 1n Tanzamia to make significant gains 1n agricultural production and hence, enhance food security, not only for
Tanzania, but for adjomning countries But, this will require significant improvements m the enabling environment, and
Government’s attitude toward the private sector

The constramt mvolving the dearth of formal credit can be alleviated, at least to some degree, by establishing formal
dialogue between private sector firms and banking mstitutions, conceivably with the involvement of the Mimistry of
Fmance Several business enterprises that were interviewed mdicated some cause for optimism as a result of meetings
and discussions with banking officials An official of one firm indicated that as the banking industry i Tanzania
contiued 1ts development, access to capital would improve At this pomt 1n Tanzama’s development, most officials
of the private firms mnterviewed were more concerned with the availability of basic workmg capital than with long-term
mvestment funds
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35 Food Security Enhancement Activities Involving the Private Sector

Following are some of the general ways the private sector can help enhance food security, and specific opportunities
to mvolve the private sector The latter are anticipated to have a substantial positive impact on food security
enhancement

351  General Approaches

Based on a consensus of mterviewees, following is a pnioritized listing of the ways the private sector can help enhance
food security in Tanzania

1) Establish hnkages between local agribusmess firms and potential international mvestors and mternational
suppliers willing to offer extended buyer credit for inputs

2) Establish programs for larger agribusinesses to guarantee loans for their smaller suppliers

3) Develop forward contracts between agribusmness firms and their producer suppliers which include the supply
of needed nputs

4) Stinulate the process of privatizing state owned/controlled agribusimesses

5) Jomtly organize and support effective agribusiness associations that establish a dialog with government

6) Improve the linkages with and increase subcontracting between larger and smaller agribusiness firms

7 Expand the availability of agribusiness technical and managerial traming

8) Jomnt establishment of a venture capital fund to support technology adaptation, and especially utilization

9) Establish subsector association group credit schemes

10) Establish a jontly supported entity to help SMEs apply for credit, mcluding the development of viable business
plans

11) Jontly support NGOs, e g , PRIDE Tanzania, that offer rural credit schemes

12) Establish a private sector owned entity to provide lngh demand market information

13) Jomntly lobby for government facilitated foreign participation in export agriculture and agribusiness

352  Specific Projects

In discussions with the private sector in Tanzania a number of specific project 1deas were identified that will increase
the role of the private sector i enhancing food security A summary of these projects 1s presented below

3521 Palm Oil Project

At present Tanzania imports approximately $100 million worth of palm o1l It has been determmed that Kigoma has
exactly the same climate as that in Malaysia where large quantities of palm otl 1s grown The government has initiated
a 50,000 ha pilot project in the area, but thus far 1t has been unsuccessful due to msufficient funding The total
mvestment required to bring the project to fruition 1s $10-$15 million The mitial mvestment would be approximately
$3 mullion to get production gomg, m three years an additional $12 million would be required to build a crushing plant
and refinery There 1s a railway link from Kigoma that would facilitate transportation to Dar es Salaam

One company mterviewed, TradeCo Oul Industries Ltd , would be mterested mn investing mn the project It has been

difficult for them to 1dentify foreign mvestors because the policy environment 1s not well defined for palm oil
production, and according to one investor "they are afraid of bureaucracy and red tape "
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Benefits The project would save the country considerable amounts of foreign exchange and contribute to sigmficant
rural employment in Tanzania

Action A review of the country's agricultural and foreign mvestment policies 1s needed with a view to identifying
constraints to palm o1l production and mvestment More important, TradeCo will require assistance i packaging the
mvestment, including 1dentifying high-potential partners, obtaming appropriate technology and securing mvestment
guarantees for foreign mvestors

3522 Institution Building for Private Sector Associations

For the private sector to become more mvolved m enhancing food security, there 1s a need to strengthen private sector
associations' capacity to provide services to members Three associations were identified where appropriate assistance
would enhance their operations They are (1) SEFARMS Association (11) Tanzania National Chamber of Commerce,
Industry and Agniculture, and (1) the Millers Association

€] SEFARMS Association

As mentioned earlier, SEFARMS Association was set up spectfically to assist women farmers in Southern Tanzama (see
summary write-up in Appendix D) If run effectively, this association could contribute considerably to mncreasing the
mcomes of females living in rural areas and enhancmng food secunty The model could then be replicated to other parts
of the country The association requires some technical assistance to raise funds for 1ts commercial farming operations
Income earned through these operations will help to finance some of the other activities of the association

() Tanzama National Chamber of Commerce, Industry and Agriculture (TNCCIA)

This association 1s one of the oldest in Tanzania. It has a branch network throughout the country and 1t largely
represents small and medium-sized indigenous busmesses It 1s these busmesses that generally lack detailed mformation
on markets and trends It 1s recommended that TNCCIA be given technical assistance to develop a system that would
allow it to identify food-related market mformation sources on prices, production levels and trends in the region and
disseminate this mformation to members Sources could mclude the Famme Early Warning System, Comesa, IGAD
and potentially ESABO The association should also be assisted to develop a program to enhance subcontracting
between large and small agribusiness firms This would mclude research to determine the viability of changng
legislation to encourage these hinkages

() Millers Association

Two mullers, Coast Millers and E R. Flour Mills, have expressed an mterest in forming an association of millers The
association would deal specifically with some of the constramts currently facmg mullers - policy mconsistencies, poor
quality standards for imports and access to finance It 1s recommended that assistance be provided to the association to
develop articles of association and a plan of action to ensure sustamability

While TANEXA, the Tanzamia Exporters Association, and ifs sub-association TANHOPE (Tanzania Horticultural
Exporters Association) were not interviewed, previous AMIS II work in Tanzama mdicates that donor and/or
government support to one or both of these entities would assist export oriented agribusimess SMEs and stimulate
agncultural production capacity expansion and agricultural/agribusmess employment (and therefore food purchasing
power - access) 1n Tanzania
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3523 Tanzania Fertiizer Company

TFC, although a parastatal, 1s bemng run as a commercial orgamzation with no subsidies from the government It has
the largest distribution network mn the country and 1s currently the only organization capable of servicing farmers i
many areas TFC has continued to function durmng the process of liberalization, as the private sector has yet to respond
fully to the liberalization of fertilizer distribution The organization 1s slated for privatization, although no defimte date
has been given, possibly due to the Government’s fear that the organization will be purchased by foretgners

TFC could benefit from significant employee ownership if the process 1s correctly structured This would allay some
of the fears the Government has over foreign control of the assets It 1s recommended that research be carried out to
identify the possibility of soliciting private mvestors to take an equity position 1n the organization under an arrangement
that would allow the present management a period of time to turn a profit The equity would be used as working capital
to help support TFC's nventory At the end of the specified period, 1f present management are successful, they would
be given an option to buy shares i the company

36 The Tanzama Private Sector Core Team

Several mdividuals were 1dentified m Tanzania that have good potential to form the Core Team for Tanzania They are
listed m Appendix A Given the earlier stage of development of the private sector in Tanzania, and the suspicion the
Government has about the private sector, 1t 1s recommended that appropriate government individuals also participate
on the Core Team

Since activity time was limited 1n Tanzania (two weeks) and the Core Team needs to be very carefully selected and
orgamzed, no action was taken beyond identifying potential members and getting thewr expression of interest However,
1t 1s believed that the proposed Core Team members from Tanzania would be willing to participate n the regional
Private Sector Role mn Food Security Enhancement conference and that participation should be encouraged, and if
necessary, financially supported
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40 KENYA

Thus chapter reports on the findings of two weeks of primary research in Kenya and focuses on specific private sector
food security enhancing agribusmess investment opportunities

41 Current Contribution of the Private Sector
Following above examples are indicative of the role the Kenyan private sector 1s playing in increasing food security

The House of Many1 Foundation (sponsored by the House of Manj1 Ltd ) has assumed a leadership position 1n
developing, 1) agriculturally-related business opportunities, and 2) working with small-scale agricultural producers to
expand their output. For example, the Foundation has offered to be the buyer of up to 20,000 metric tons of soybeans
to be produced by small-scale enterprises The Foundation 1s willing and able to assist i supplymng physical production
mputs and requests only that technical assistance be made available from the extension service

The Kenya Vehicle Manufacturers Ltd has developed a small, economical farm-to-market vehicle 1deal for moving
mputs mnto the rural areas and for bringing the crops produced to market. The Development Engineering Manager, with
support and direction from the Managing Director, has produced several prototypes, and they should be ready for field
testing n the very near future

Appropriate Technologies for Enterprise Creation (APPROTEC) has developed an igenious, mexpensive urigation
pump that will allow small-scale producers to efficiently umigate therr crops, thereby sigmificantly mcreasing production
APPROTEC has also developed, and 1s marketing, an oilseed press especrally designed for village use

The Government of Kenya has taken action to privatize the Cereal Production and Marketing Board With these
facilities 1n private hands, and operating efficiently, food security will certamnly be enhanced More than 70 percent of
maize 1s now marketed by the private sector due to government reforms This has resulted in reductions m milling costs
which has enabled the annual transfer of roughly $12 million in Jower maize costs to consumers

42 Prioritization of Food Security Constraint Factors

The first and perhaps the most important constramts hindering the development of food security for Kenya 1s the lunited
amount of arable land available combined with rather high population growth For a number of reasons crop yields have
dechined and will continue to do so unless major efforts are made to greatly improve production systems

Kenya field research resulted in grouping three constraints together, 1 e, low level of input utilization, availability of
credit for small producers, and transportation of mputs to small farmers when those mputs are, in fact, needed Also,
transportation of produce to market 1s a real problem The House of Manjt Foundation, Chemagro Limited and Kenya
Vehicle Manufacturers, Ltd , have all three mdicated that they would be willing to take an active role m helping to
address these constramts

421  Constrants to Increased Agricultural Production

" CONSTRAINTS PRIORITIZATION/RANK
" Access to Formal Credit 1
" Availability and Use of Inputs 1
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Policy and Business Climate
Limaited Research and Extension

Infrastructure

Land Tenure

NGO and Donor Activity

Limited Arable Land

AW INININ N

Frequent Drought

Source Field Research/Interviews

These critical constramts to food security can be addressed m several ways As mentioned, Kenya’s agricultural
productive capacity s often a factor luniting adequate food availability This means that increased agricultural
productivity 1s critical to achieving long-term food security

Agricultural productivity 1s constramed by poor utilization of two key factors - land and labor The principal constramnts
to land productivity mclude the quantity and quality of arable land, as well as the types and extent of productive
technology used (seeds, fertilizers, herbicides, mgation) As related to enhanced food security, the 1ssue 1s mainly one
of widespread access by producers to better technology Access to these wmnputs 1s effectively leveraged by good
infrastructure, effective markets, and available credit The private sector has a central role to play mn removing
production constraints, for example, providing proper fertilizer at the proper time to all productive areas

Discussions with a leading fertilizer importer emphasized the importance of infrastructure, markets and credit m
reaching the 3 million plus smaltholders, and reducing the productivity gap between smaltholder and large-scale food
producers Outlmmng a vicious circle of constramed productivity, the mformants noted that the majority of smallholders
were trapped mn low-yielding food production because they were unable to access higher-yielding seed varieties or afford
the complementary inputs--unless credit facilities are made available But given therr economic circumstances, and the
attitudes of public and private financial mstitutions, the smallholders are not creditworthy At the same time, because
of the poor infrastructure and Iimited market outlets, even 1 years of surplus output -- these smallholders were often
unable to make reasonable returns from their efforts

Although Kenya has the third most developed road network mn sub-Saharan Africa, most of i 1s 1n poor condition More
than half of the gravel roads that connect farmers to markets are in fair to poor condition, about two-thirds of the access
roads connecting farmers to markets are i poor condition, and a third of the paved roads linking markets to mamn towns
and mternational destinations are fawr to poor conditton As roads are a public good, financed and maintained by public
funds, there 1s little the private sector can do directly to improve their condition

But the cost to farmers and private sector firms 1s immense Several billions of shillings are lost due to spoilage of
produce from farm to the market Hundreds of miltions of shillings of potential food output are foregone because mputs
were avallable too late to be useful due to unpassable roads from market center- to rural trading centers Post-harvest
losses on-farm can range up to a quarter of the grans and legumes harvest, whose cost 1s counted m billions of shillings
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These post-harvest losses are due mamly to farmers’ lack of appropriate storage facilities, and due to impassable roads,
they are unable to reach the private traders’ stores m the trading and marketing centers

Smallholder food crop wrrigation using tube wells and local nivers 1s virtually non-existent in Kenya because of a lack
of electrical power

422  Coustramts to the Development of the Private Sector

CONSTRAINTS PRIORITIZATION/RANK
Dafficult Policy and Busmess Clinate 1
Access Limited to Formal Credit 1
Minmmal Vertical and Horizontal Linkages 1
Poor Access to Appropriate Technology 1
Inadequate Infrastructure 2
Land Tenure Problems 2
NGO and Donor Activity 3

Source Field Research/Interviews

Field research mvolving food processors mdicates that the uncertain policy environment, the reluctance by the National
Cereals and Produce Board (NCPB) to lease out 1ts major strategically located stores, and continued market interventions
by the Government all make for an uncertamn busmess cimate For example, on several occasions mn the past two-years,
the government has banned and then unbanned, suspended and unsuspended gramn unports The variable duty has been
revised several times to make local maize more competitive, and on more than one occasion an anti-dumping tax has
been but on maize and wheat imports The government's inconsistent and uncertam policy on exports of processed maize
and wheat products has also been a constramning factor (although processed wheat exports are now more liberalized than
m the past) Government de facto policy continues to treat animal feed processing and mdustrial processing of gram
as peripheral and unimportant activities

The result 1s that capacity utilization of gram processing 1s estumated at less than fifty percent At the same time, due
to lack of storage capacity, processing firms keep only three weeks to a month's stock -- luniting their capacity to
produce on a consistent basis now that NCPB has become a much smaller player on the market With gram demand
largely limited to human food, the marginalization of mmdustrial and animal feed processmg linits the potential market
for gramm Limited technology for processing gramn nto a multiplicity of higher value food products 1s also a problem

For example, maize 1s only processed as flour, corn o1l, and cornflakes (very limited) m Kenya, compared to the
Mexican situation where there are over 200 uses These factors have limited the ability of the private sector to buy large
volumes of maize placed on the market, and by dong so support higher market prices In 1994, open market prices
ranged from USD 12-14, compared to official USD 17 per 90 kg bag Conversely, maize prices ranged from USD 5-7
per 90 kg bag i late 1995 to between USD 10 (open market) and USD 12 (official) in 1996

Water supply 1n Kenya, whether for household or industrial use 1s a major constramnt, not only in rural areas but also
1 all the major towns and cities  Agribusinesses that use large quantities of water for processing have to mvest 1
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expensive water storage capacity to keep production schedules even Many rural areas have no water reticulation
systems In areas where these systems are in place, they tend to work wregularly with frequent breakdowns and dry
spells The siting of a processing plant on such a supply system would probably be at the expense of households
Therefore the lack of water 1s a luniting factor to mvest m rural agro-processing

At the same time a poor rural mfrastructure, in terms of electricity, water supply and telephones, make 1t difficult for
agribusinesses to establish themselves in many rural areas  The level of rural electricity connections (icluding
businesses) mn Kenya 1s extremely low In comparison with India, which has a similar per capita mcome, Kenya's 2
connections per 100 rural households 15 one eighth that of India's 16 connections per 100 rural households The lack
of rural electricity limits value-adding activities Basic processing of gramn and oilseeds 1s also himited, as 1s storage of
perishables such as milk, tea, and horticulture The cost of a rural customer’s joining the national grid 1s immense,
ranging from USD 500 to 4,000 per connection The high cost of electricity 1s further exacerbated by the frequency of
power cuts that add costs to agribusmesses from loss of production and spoilage

The combmation of poor roads, expensive and infrequent power, deficient and nregular water supply, and limited
telecommunications make 1t difficult for agribusiesses to locate away from major towns Those agribusinesses that
locate m such areas use the most basic technologies, which are generally low-yielding and have limited potential for
growth Infrastructural constraints make it difficult for such busimnesses to invest 1n better yielding technologies, as the
payback 1s hmited

Donor and NGO policies and actions can also be constraints to private sector mitiatives m enhancing food security

Examples include donor-supported fertilizer imports, gramn storage, and rehief food distribution  Although most of the
donor fertilizer 1s distributed through the private sector, abrupt donor decistons make 1t difficult for the private sector
to plan ahead for fertihizer imports Not knowing the types, quality and quantity, and timmng of donor fertilizer grants,
many mmporters wait until the last moment before making import decisions Therefore, fertilizer 1s often not available
at the proper tume

Donor and NGO agencies, particularly those mnvolved in relief work, are also a major destabilizing factor on local
manufacturing and food markets For example, mn response to hiberalization, Kenya Vehicle Manufacturers has
diversified into gramn storage manufacturmmg In the past two-years in the East African region, KVM has faced
price-cutting and “dumping" tactics of movable gram stores from an NGO (Norwegian Church Aid) Having cut prices
by about half m 1994, due to KVM competition, mn 1995 the NGO decided to distribute 1ts gramn stores free of charge,
therefore undercutting the business of KVM

43 Prionty Coustraints That The Private Sector Can Help Alleviate

It 1s imperative that the private sector assumes a leadership role in working with the various government mstitutions to
reduce and or elunmate the impediments to agribusimess imvestment, especially, free convertibility of currency and
repatriation of capital In July of 1996, currency convertibility was established between Kenya, Uganda and Tanzania

Managers and owners mterviewed m all three countries expressed mnterest mn international investment opportunities
Increased investment 1n agriculturally-related businesses means increased food security and mcreased effective demand
(access)
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The following are constramnts that the private sector can help to alleviate through collective action and dynamic
leadership

1) Poor mputs supply and commodity output marketing

2) Inadequate post-harvest handling and key commodities storage and distribution mnvestment.

3) Poor agribusiness mvestment opportunity mformation and analysis capabilities, mcluding cross-border
mvestments and possible jomt ventures

4) Inadequate private sector with public sector dialog on enabling environment enhancement and commodity
policy consistency improvement

5) Inadequate producer and small agribusiness firm access to credit, mcluding long term financing and short term
workng capital

6) Weak agribusiness mvestment conditions, especially poor mfrastructure and mconsistent government actions

431 Examples of How the Private Sector Can Help Alleviate Priority Constramnts

Two good examples of how the private sector can help alleviate food security constramts are 1) ncreasing the utilization
of higher value-added processing and 1) forward contracting with producers of food commodities by agribusmesses
firms who also supply wmputs, the value of which would be deducted from sales proceeds, this should also mclude
improved technology dissemimnation The former should result in real price increases n the long run for producers,
whule the latter can provide a source of mputs for those who could not obtamn credit and therefore not acquire the needed
mputs The combination of the two can lead producers to adopt higher-yielding production and post-harvest technologies
- which 1n turn ncreases agricultural productivity Improving technology adoption will enhance the skills and
technology base of the labor force and mcrease labor productivity i the agricultural sector Increased labor productivity
leads to real mcreases in agricultural mcomes, which m turn improves access to food and therefore food security The
private sector has a critical role in bringing this scenario to realization Not only 1s the private sector the engine of
mnovation, and therefore the Iead player i developing higher value processing, but there 1s a long established
relationship of forward contracting (e g , barley and tobacco) m the country where processors and exporters provide
credit and mputs while guaranteeing to buy output

This 1s particularly so mn areas that do not have a comparative advantage m food production and therefore households
grow non-food commodities such as coffee, tea and horticultural products The high mncomes resulting from the exports
of these commodities have allowed the participating households to become the highest mcome earners 1 rural Kenya,
and generally the most food secure

Traditionally, the private sector has played a limited and yet important role i technology dissemmation m Kenya
Although most of the maize breeds were developed by the public sector (KARI), their dissemination 1s largely carried
out by Kenya Seed Company a parastatal The clunate, mternationally and focally, 1s becoming favorable for private
sector development and dissemmation of hybrid seeds for maize and o1l seeds Kenya, as a founding member of WTO
1s bound by agreements on mtellectual property rights to safeguard the rights of seed developers Although local law
1s still vague, the private sector 1s 1 a position to play a key role in developing higher-yielding crop and amimal
technologies The monopoly positions held by parastatals 1n the past are rapidly disappearing as many of them failed
to fulfill the objective for which they were organized

Other examples include

1) Increase mvestments m mputs supply and outputs marketing, mcluding storage and distribution facilities This
would lead to mcreased mvolvement in mmproved rural mputs supply and output marketing
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2) Forward contracting with producers of food commodities by agribusinesses firms who also supply inputs, the
value of which would be deducted from sales proceeds, this should also include umproved technology
dissemination

3) Strengthen vertical and horizontal linkages, private sector with public sector dialog and market imformation
and technology dissemmation via more effective agribusiness associations

4) Increase emphasis on higher value processing to preserve crops, mcrease margms and farm prices and employ
more labor

5) Pursue large firms selectively offering comfort to lenders for loans to the large firm’s suppliers

6) Encourage more communicatton between agribusmess firms and donors, especially regarding advance notice
about food aid activittes

7 Continue emphasis on export agriculture, especially high value (e g , floriculture) and value-added products

(e g, consumer packs of fresh vegetables) to help increase domestic employment and foreign exchange
generation Increased employment will enhance household’s ability to buy food (food access), and mcreased
foreign exchange generation will enable government food imports in tumes of crisis

432 Stmulating the Development of SMEs

The role of small and medium enterprise (SMEs) agribusmesses m reducmg food security constraints requires special
consideration SMEs are the sector most likely to add value to agricultural production in rural locations through
agro-processing Therr contribution 1s currently limited by mfrastructural constramts and effective rural demand for
their products due to the low incomes prevailing m the markets they serve Many SMEs are therefore located mn the
main towns or larger rural towns Women own a significant number of SMEs, but female SME ownership 1s less
prevalent m comparison to therr dominance in microenterprises

SMEs, especially medium-sized enterprises, are likely to form the basis for higher value added processing and forward
contracting lnkages, such as those proposed for the soy market by the House of Manji. SMEs provide several potential
benefits to such programs First, their size, capitalization, and position wn the formal sector makes them a viable
recipient for credit advanced either directly by larger agribusinesses, or guaranteed by larger agribusinesses on their
behalf In turn, they would be able to advance credit to smallholders and microenterprises supplymng them with raw
materials or primary processed mputs They would also be in a position, where the mfrastructure 1s sufficient, to mvest
mn more productive technology, producing higher quantities and quality They would be at the front Iine m the
dissemnation of production and post-harvest technologies, as mcreased agricultural production would enhance their
profit

Currently, SMEs and microenterprises provide the bulk of employment in Kenya and are an important source of new
jobs They are also the mam employer of women These enterprises present fewer barriers to entry for businesswomen
The posstbilities for icreasing women's participation i SME agribusinesses 1s higher than n any other sector, and 1s
where the private sector, NGOs, and the Government (through favorable policies) can achieve success In addition to
increasing on-farm agricultural productivity, and off-farm agnibusmess productivity, an mcreased presence of
agro-processing and agro-mnputs SMEs in rural areas will enhance food secunity SMEs make direct contributions to
food security through actrvities that increase food production while reducing post-harvest losses (availability), and
indirectly through increased real prices to producers and the sttmulation of rural employment (access)
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44 Constraints to Private Sector Participation m Food Security Enhancement and How These Can Be
Overcome

Based on a consensus of mterviewees, following 1s a prionitized listing of the constraints to private sector participation
in food security enhancement

1) The short term profit and return on mvestment orientation of the private sector versus the non-profit and longer
term orientation of food security enhancement.

2) Agribusiness managers lack of focus on and awareness of their possible role in food security enhancement, and
how 1t 1s related to their longer term interests

3) Lack agribusmess, especially SMEs, access to credit to implement food security enhancing activities

4) The limited resources (financial, time and skills) of micro and small agribusiness managers, who account for

the largest number of agribusmness firms

Kenya represents the most advanced of the three countries mn terms of credit availability and entrepreneurial skills
Kenya 1s moving forward to privatize the NCPB with 1ts extensive facilities and operations throughout Kenya This 1s
a major undertaking, but will allow the private sector an opportunity to mcrease its participation m food security through
more efficient operations The Enterprise Development Program (see 4 5 1) m Kenya 1s a wonderful example of how
the private sector can icrease food security and stimulate economic development. At the proposed Private Sector Food
Security Conference, with all Core Team members participating, the Enterprise Development Program should be a major
topic The participating members should return to their home countries and identify opportunities to undertake stmilar
activities there

45 Food Security Enhancement Projects Involving the Private Sector

The following 15 a review of three specific projects and activities where the private sector can have a sigmficant positive
mmpact on food secunty enhancement These are examples of projects which should be assessed by donors, Government
and the private sector as mechanisms for enhancing the role of the private sector in improving food security

451  Enterprise Development Program

A major effort must be made to cooperate with and support the House of Many1 (HoM) Foundation Enterprise
Development Program (EDP) The HoM 1s dedicated to promoting food security The following outlines the objectives
of the Foundation vis-a-vis increased agricultural production, mcreasing the role of the private sector in food security
and ehminating many of the constramnts faced by medium and large agricultural busmesses The objectives of the EDP
are directly related to and supportive of the objectives and goals of the GHAI

House of Manyi, a Kenyan company mvolved food processing with 1ts origins 1n a bakery busimess established 1n 1941,
has decided to establish a foundation that will address 1ssues of

1) Increasing the output of agriculture and associated industries,

2) Promoting adequate nutrition and health, particularly among children,

3) Increasing the level of technological and scientific development,

4) Accelerating the rate of development of human resources, and

5) Establishing methods for securing the funding needed to achieve a self-sustaming development process
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The objectives of the EDP are
1 Actively promote food and nutritional security by
a Developing mncreased public awareness of the nutritional aspects of food,
b Establishing nutrttional standards for food products surtable for commercial production,
c Promoting the role of the private sector m the development of Kenya agribusmess, and
d Promoting dialogue on agribusmess development 1ssues between the Government, the private sector
and development organizations
2 In conjunction with NGOs and development mstitutions, facilitate the development of micro and small

enterprises, and through a framework for credit, marketing mformation and busmess knowhow, establish
linkages between these agencies for implementation of private sector business enterprise development

3) Provide an informal neutral platform to enable private business to cooperate with government and donor
agencies on development 1ssues

Specific areas of activity will be identified with the assistance of consultants active in this field It 1s proposed that the
EDP will provide a focus for the current efforts of agencies already mnvolved m the development process through a
coordinated program mvolving private sector medium-size and large busmesses together with small and micro
enterprises Benefits are to be realized at three levels as follows

1) Growers Improved technical know-how marketing and distribution

2) Small/Micro Enhanced access to tramng, credit, technical know-how, marketing and
Enterprises distribution services, and purchasing agreements

3) Medium/Large Funding for the rehabilitation of physical facilities, promotion of exports
Busmesses through mmprovement of products and packaging, Iinkages with overseas

companies for technical, export and import agreements

In addition, agricultural business organizations and associattons would be mvited to contribute to and participate m the
EDP An open door policy would prevail

Linkages would be established with organizations such as Kenya Association of Manufacturers, Micro and Small
Enterprises, Agribusimess Association of Kenya, Price Waterhouse, similar organizations mvolved with credit for small
and micro enterprises, and the World Link information network

Finance

Most donor and NGO/PRO organizations currently supporting programs for small and medium-sized enterprises have
access to funding for these programs The larger established busmesses, as brought out i the recent World Bank
seminar m Nawobi, need a separate financing facihity, this could take the form of an mformal venture capital fund with
an open door policy for participation The EDP envisions that it would coordinate private sector enterprises and
mndividuals to review proposed projects requiring financing and link the most viable projects to known sources of
financing, from erther commercial or donor sources The EDP 15 also considering providing the required funding for
a secretariat which will hnk specialist agencies, development organizations and associations, as necessary, with private
sector forms that need funding for technical and marketing research and evaluations
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Considerations for Implementation of the EDP

Local busmess people have local knowledge of the personality, political and cultural considerations that must be
mcorporated n any agribusmess development plan, but they lack itemational contacts for information and sources of
technical assistance The highly integrated approach to be taken by EDP will utihize the best of both worlds

The policy framework for the EDP should be formulated jomtly by donor representatives, local NGOs and the Kenyan
private sector

Elements to be assessed and determmed prior to implementing the EDP are

1y

2)

3)

4)

5)

6)

Market/Supply Linkages The potential and specific mechamsms for market and mput supply linkages between
small and large businesses and the potential for large and medium busmesses to grow needs to be evaluated
by a competent research company working mn close conjunction with commercial agribusimess enterprises

Agricultural Qutput The mechanisms to be utilized to increase agricultural output mn terms of products, the
scope for value added processing of agricultural produce, the role of advertising and promotion to increase
local consumption, and the economic impact of mcreased agricultural activity

Business Needs The prionty needs of large and medum-sized agricultural processors, e g, for finance,
capacity building, technical know-how and overseas trading contacts

Fiancing The best method of financing agribusmess development, and optimize the use of funds for long-
term self-sufficiency through

a) A fund set up to 1) finance rehabilitation of physical facilities 1) stimulate the mtroduction of
mproved technical processes, 1) provide for formulating technical specifications for products and
1v) finance the marketing of output from large and small processing units

b) Establishing a means of optimizing the use of donor finance contributions by scrutmizmg and
assisting private sector borrowers repay donor provided financing and/or venture capital funds and
obtam refinance through local capital market mstruments and/or the stock exchange

c) Incentives to local busmesses to participate 1 equity funding of agribusmess development, e g,
through local tax concessions and ways to achieve attractive returns on mvestment

Linkages with Current Programs Review the current programs of local NGOs, donors and other development
organizations and assess the contributions they could make to the EDP, that EDP could make to their programs
and the specifics of high potential Iinkages in the Program

Human Resource Development Establish methods to develop technical, entrepreneurial and management skills
by attachment of tramees to established busmnesses, business exchanges, and workshops for interactive problem
solving with novices and established busmness people working together Kenya Vehicle Manufacturers Ltd
of Thika, Kenya, has established and mamtained an ongoing employee traming program for several levels of
technical skills Interviewees reported that this KVA program 1s very successful and one that should be
duplicated by other busmesses
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452 APPROTEC Oilseed Press

The oulseed press developed by APPROTEC of Nairob: produces cooking oul for human consumption and press cake
for livestock feed. Thus locally produced o1l should enjoy a competitive advantage over o1l that must be transported long
distances nto rural areas In the secondary metropolitan areas the competitive position of this o1l would depend on
whether or not 1t 1s competing agamst refined, deodorized corn o1l or the much less desirable palm o1l However, the
APPROTEC o1l should be able to establish a market share 1n medium size cities  Locally produced vegetable o1l will
also reduce the foreign exchange required for imported o1l

The APPROTEC unit can process a wide vartety of ol seeds and could mcrease o1l seed production and availability at
the village level where 1t 1s most needed The processing unit 15 1deal for small agribusinesses and the low mnvestment
required makes start-up easy The o1l seed processing unit could be sold and distributed throughout Kenya, Uganda and
Tanzania, and to date, approximately 430 units have been manufactured and sold The following two pages illustrate
the ram drive and the filter system It 1s recommended that the Kenya Private Sector Food Security Core Group work
with APPROTEC m developing press markets, obtamning financing and assisting to locate qualified press manufacturers
1 all three of the cooperating companies

453 KVM Vehicle

The farm-to-market vehicle developed by Kenya Vehicle Manufacturers Ltd may well be the answer to a major
agribusiness development constraint, 1 e , rural transportation  This vehicle (a small truck with a load capacity of 300
kgs ) 1s very appropriate for transporting mputs to village and farm locations and for transporting farm commodities
back to regional markets It 1s relatively mexpensive, durable and locally manufactured Please note the picture and
specifications of the vehicle on the following pages

The distribution and sale of this vehicle will promote the growth and development of medium-sized agribusmesses and
contribute to mcreased agricultural production on small farms in Kenya, Uganda and Tanzanta Long-term mvestment
may be required for manufacturing the vehicle, and regional dealers will require working capital to carry mventory
and to meet ongoing business expenses Therefore, 1t 1s recommended that 1f bank participation can not be obtamed
on reasonable terms, officers of the Kenya Vehicle Manufacturers should discuss financing possibilities and sources with
the Kenya Private Sector Food Security Core Group with the expectation that together they could source the needed
financing

454  Other Specific Opportumties for Private Sector Involvement

e Chemagro, one of the largest distributors of fertilizer in Kenya, would like to work with as many of the three
million small farmers as possible to distribute the proper fertilizer at the proper time to the producing areas
The managing dwrector of Chemagro 1s active n discussing and seeking solutions to problems including
transportation, importation policies, with senior officials of the Government of Kenya

. The House of Manji (HoM), one of the largest food processors m Kenya, 1s also mnterested in development of
the soy bean market Currently Kenya produces just over one thousand tons of soy products while the firm
has capacity to process twenty thousand tons The HoM 1s m the process of collaborating with KARI, the GTZ,
JICA, and FAO on technology development, smallholder production, primary processing and marketing of soy
products to more fully utilize their capacity At the same time, 1t 1s exploring possibilities with the
International Finance Corporation (IFC) for developimng a venture capital found that will help finance the
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OILSEED PRESS DEVELOPED BY APPROTEC, KENYA

The Basic Ram Drive Unit
Cooking o1l and seedcake

are the two products resulting
from this process

Explaming the gravity feed
oil filtration sy stem unit hung
from steel support
APPROTEC has recenth
developed a fast filter

using air pressure to
accelerate the flow of o1l
through the filter element



Oulseed Press
Developed by Appropriate Technologies for Enterprise Creation
Nairob1 Kenya

APPROTEC developed this press especially for small scale, private sector oilseed processing at
the village legel The package (composed of o1l press and filters) costs less than $500
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Kenya Vehucle Manufacturers Ltd
PO Box 1436 Thwka - Telephone 21711/5 Telax 22585 Fax 21689

EFFICIENCY: - Lowest purchase, maintenance and running
costs per unit load moved

VERSATILITY:~ Gearing adapts to drive generators, water
pumps, etc while vehucle 1s i neutral Dual gearing with auromatic
torque converter allows for heavy load haulage up hills as well as
brisk movement on level ground

MANOUVERABILITY: - Swumple rugged steering arrangement
DURABILITY: - Rugged spot welded and bolted construction to
withstand abuse Anti- corrosive phosphate coanng, two layers of
oven baked primer coaring and one layer of hardened oven baked
Iugh gloss top coat to provide durable scratch resilient sut face
SECURITY : ~ Igmution key, lockable engine cover and luggage
compartment, and serial numbers on engine and body

ENGINE: - Frugal consumption with automatic low oil level
sensor and subsequent engine cut out Also very low noise levels
MAINTENANCE : - Only basic maintenance required, grease, oil
and filter changes.

OPERATION: ~ Can be effectively driven by unskilled labour.

[

ebaara Chasman D Percrval Managng Director (British) J.M. Beazimra F.IN Musywte R M. Doba (Mrs ) (Swws) F E. Walicar (Britesh) B Kopkuter MW Grihenys (Mes)

Regestered Office Ganea Road Thika Regrstenad in Kenva Na C 12791
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establishment of agribusmesses interested m soy production and processing The HoM has pledged to purchase up to
20,000 tons of soy beans to support the infant industry

e Simular agribusimess development support efforts are required 1f agribusinesses are going to play a major role
n enhancing food security For example, the dawry subsector, currently served by a small number of efficient
processors, but under served by the giant parastatal Kenya Cooperative Creameries (which has over 80 percent
of the processed dairy products market), 1s an mdustry that would benefit from such an arrangement Public
sector support for additional dairy processing plant licenses (now very limited) and dairy processing SME
support programs jomtly sponsored by larger-agribusmesses and donors would be very effective in improving
the supply of dairy products to the people of Kenya

46 Role of Women 1t Food Security Enhancement

Since USAID has a special mterest in women in development, the following section looks at the role of women 1 food
security enhancement in Kenya

461 Introduction

The agribusmess private sector 1s highly differentiated, ranging from microenterprises, small and medium-sized
enterprises, large private or multinational support firms, importers and exporters, gram millers, and thewr supporting
mstitutions {cooperatives, farmers groups, etc ) Although the constramts previousty mentioned tend to affect all private
sector agribusiess participants, the degree to which the different entities are constramned mn their ability to enhance food
security varies

For example, the vast majority of private sector participants 1 retar! and wholesale food markets are microenterprises
and market women Therefore, the role of women m mformal sector marketing 1s very substantial, 80-90 percent of
all smallholders sell through these markets, and 80 percent of retail food marketers are women These are the people
that buy and transport maize, beans, fruits and vegetables from one market center to another Women form the majority
of all small-scale food vendors in retail markets and trading centers They are usually self-financed, esther from their
own savings or family sources A lucky few who belong to groups that NGOs have an interest in may get group credit,
but as a rule women 1n retail and wholesale food trading are not credit recipients

As virtually all the rural and (a large proportion of urban) households purchase their food from these market women
- they are the first line private sector players in enhancing food security For most consumers, market women are the
main mterface between themselves and producers They are also the principal participants (together with children and
youth) 1n the mformal sector cross-border food trade between Uganda and Kenya that supplies between 5 and 10 percent
of Kenya's food needs

These market women face several constramnts They are rarely recipients of credit, either as individuals or as members
of cooperatives This 1s because many lending institutions require male approval before lending to women and
cooperative membership (except for widows) 15 often through the male head of the household Few women have
collateral, as most land titles are registered in the names of males Single women by choice are often more fortunate
in this area, as they may have either purchased or mnherited titled land in their own name As agricultural land titles
mcreasingly lose their collateral value, and lenders msist on either urban commercial titles or titles to the borrowers
vehicles, even these more fortunate single women are becoming margmalized 1n the credit market The result 1s that
most market women are trapped 1 a "no-growth' informal trade, which serves the producers and consumers well, but
has lumited opportunities for their own self-betterment
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Although various NGOs (including the women owned bank - Kenya Women's Finance Trust) have targeted their credit
directly to women mn busmess, their overall impact 1s small However, 1t 1s clear that women, whether as mdividuals
or as group members are, creditworthy Larger private sector participants, and small and medium-size enterprises, that
tend to be owned by men, would do well to support women m microenterprises Currently, there are very few private
sector nitiatives to mvolve women m formal agribusiness, outside of forward contracting arrangements for the
production of certain crops Therefore, women private sector participants are likely to remamn at the nformal
microenterprise level, where they play a critical role in household food security through the income they derive from
food wholesaling and retailing

462 Enhancing Food Security Through Greater Involvement of Private Sector Women

Thus report has discussed the role of the private sector in general, rarely mentioning gender except for the sections on
microenterprises and small and medium-sized enterprises However, women play such a major role m household food
security, there 1s need for a specific focus on their role and importance Improved housebold food security generally
depends on one of two things either the household becomes more efficient in the production of 1ts own food, or 1t
becomes more efficient mn the production of goods and services 1t can exchange for food In either activity household
gender 1s at the heart of the matter

At the household level in sub-Saharan Africa, women account for the bulk of agricultural workers (70%), food
producers (80%), food marketers (90%), and food processors (100%) Women are most involved 1 subsistence grain
(including sorghum and millet) production, garden vegetable production, milk and ghee production, poultry rearing,
raising sheep and goats, and legume production Men on the other hand are commercial cereals growers, commercial
dairy producers, export horticultural crops producers, and coffee and tea producers This gender division of production
1s a product of socialization, with women preferring those enterprises that feed the home directly as a means of
minunizing the food security risk that depending on men's domestic appropriations from cash crops brings  Yet women
do adopt commercially viable production technologies, and there 1s a tendency for men to appropriate from women those
technologies that have commercial value

Conventional wisdom, key mformant mterviews and studies mdicate that women face formidable problems m
agricultural production For example, a survey'® on maize technology dissemmation provides evidence of the gap
between men and women Male maize farmers surveyed had five times larger farms than women (35 8 ha to 7 ha), were
more educated than women (65% to 53%), were twice as likely to own tractors (4 6% to 2 1%), were more likely to own
a plow (14% to 9 7%) or draft animal (18 8% to 13 7%), had recerved more extension advice (64% to 55%), and were
twice as likely to have received credit (7 3% to 3%)

The male farmer's advantages, when measured agamst female farmers’ technology adoption and productivity, do not
seem to result 1n significant gains over females The most significant difference was m yield, where female maize
farmers y1elds were 83 percent those of male farmers In most other measures, the advantages men seem to have above
did not translate into major differences Women were just as likely to used fertilizer as men (48% to 50%), to top dress
(14% to 15%), to use hybrid seed (66% to 70%), to use chemicals to control weeds (14% to 16%), and to use a tractor
to plough (20% to 23%) The explanation given for women farmer’s lower yields was that they were more hikely to
plant in poorer quality and steeper fields than men On the balance, 1t appears that female maize farmers, despite their
lesser access to several farm resources and agricultural services, performed very well

%Conducted by Professor Thomas Odhiambo of Africa Randforum, and founder and director of ICIPE and
the Africa Academy of Sciences
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Simularly, the survey showed no significant differences m post-harvest practices between the two genders, with women
just as hkely as men to go to the local market to sell a surplus (38% to 39%) whether by foot (47% to 46%) or by anunal
(11% to 13%) or by lorry/bus (14% to 14%) The storage technology by both genders was more or less similar, with
women shightly less hkely to own maize cribs (45% to 50%), but shghtly more likely to store maize i the ordinary
stores (53% to 49%) than men About the same proportion of women and men went to the local mill to process their
maize (82% to 79%), and had never used chemicals to control store pests (28% to 29%) The women and men preferred
the same maize variettes i the same environments, except in marginal areas where women seemed to show greater
preference for traditional varieties

The potential for maize farming productivity gams from focusmng farm resources and agricultural services on women
1s substantial and the gans to be made mn enhanced food securtty at the household level are significant Surpluses
generated by mncreased productivity would enhance national food availability and access The mcome gains would
benefit households directly, since women are the predommant traders in this trade, and their primary mnterest lies 1n the
welfare of their households Whule there are no stmular studies for other crops and Iivestock enterprises, 1t 1s likely that
given sumilar access to farm resources and agricultural services, women will be very productive and household security
will be enhanced Therefore, the larger private sector agribusinesses and SMEs should support and invest in women
owned agriculture related busmess Currently, 1t 1s not clear if such private sector mitiatives exist

463  The Private Sector and Women's Contribution to Food Security

Despite the important roles microenterprises SMEs and women can play mn enhancig food security, the private sector
has vet to lead a rejuvenation of mnvestment m the smaller scale end of the food industry Large agrnibusinesses have
to become the engine of private sector led enhanced food security, through large mfusions of local and foreign capital
m agro-mdustnial production They alone can provide the economic support for SMEs and microenterprises, and the
necessary synergy to get all private sector participants fully ntegrated into food security enhancing activities One way
this could be done 1s through credit and financing arrangements that allow women-led SME enterprises and
microenterprises to accumulate capital and mnvest m more productive technology, largely through subcontracting for
part of their production A three tier system could eventually form, with large listed (Nawrob1 Stock Exchange) and
unlisted private agribusinesses subconiracting to family owned SMEs, which source their raw and primary processed
materials from microenterprises especially those which are owned by women In this process, capital and technology
1s transferred down to microenterprises, run mamly by women

47 The Kenya Private Sector Core Team
Several imdividuals were 1dentified in Kenya that have good potential to form the Kenya Private Sector Food Security
Core Team They are listed in Appendix A A report on the mitial meeting of this group 1s included 1n section 2 8 of

this report

Kenya Core Team members have expressed their willingness to participate 1 the regional Private Sector Role in Food
Security Enhancement meeting, and that participation should be strongly encouraged
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50 UGANDA

51 Introduction

This chapter reports on the findmgs of two wecks of primary research m Uganda, and focuses on specific food security
enhancing agrnibusiness mvestment opportunities

52 The Current Contribution of the Private Sector

Background

As a general rule Uganda has not suffered from famine as have other countries mn the GHA There are districts such as
Kabale, Bugisu and Iganga where land and soil conditions limit the amount of food produced, with resulting human
hardship Most areas in Uganda produce sufficient food supplies to feed the local population, however, there are many
families that do not have enough mcome to purchase the volume and kind of food required for adequate nutrition Field
research conducted for this activity in both Uganda and Tanzania mdicated that this 1s true 1n both countries, and that
major national efforts are required to correct these conditions As the private sector in Uganda’s economy recovers and
employment expands, effective demand will mcrease, and given Uganda’s productive capacity, more families will have
access to food supplies

With the exception of maize produced for on-farm consumption, cereals and pulses do not represent as large a part of
total agricultural production as deswrable in Uganda Increased production of cereals and pulses would do much to
mprove food security mn the region, and there 1s opportunity for both domestic and export marketing The IDEA project
1s playing a central role in development mvolving the private sector m cereal and pulse production

Geographically, Uganda 1s n a strategic and agronomic position to enhance regional food security Kigali, Rwanda,
1s only 589 Km from Kampala and Buyjumbura, Burundi, 1s 880 Km south-southwest Food security i these areas will
be a problem for quite some time Uganda 1s the gateway for overland staging, storage and shipment to these
destmations The World Food Program and others place tenders m Uganda for commodities required for their relief
programs Since roads in the area are sparse, Lake Victoria provides water transportation between Kenya, Tanzania,
Uganda, Rwanda and Burund:

In summary, notwithstanding large post-harvest food losses, Uganda should, i the short run, have no real food security
problems However, m the long run agricultural growth must exceed population growth by a “comfortable” margin

The Private Sector

Present experience indicates that the private sector in Uganda 1s indeed, resilient Several well-established firms are
mterested i expanding therr storage facilities by either mvesting in new facilities or acquiring  parastatal facilities One
firm doing further value added processing of fruits and vegetables would like to mncrease production by 100 to 200
percent, however, any mcrease above present levels would require export markets Present family ncome levels
Uganda will not allow for additional domestic consumption But, USAID’s IDEA project 1s well designed to support
mcreased production and export marketing of high value crops

Post-harvest losses top the list of food security-related problems i Uganda This 1s true for fresh fruits and vegetables,
cereals and pulses and raw milk Estimates of actual losses run as high as thirty-five to forty percent for fresh fruits and
vegetables, and twenty-five to thirty for cereals and pulses During the wet season, raw milk supplies far exceed the
demand with considerable waste the result. Ultra heat treated homogenized milk, wrth all the advantages of quality,
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storage, etc , 1s priced above the ability of much of the population to purchase Powdered milk may have more potential
m providing food security than UHT, and the private sector should take the lead 1n assessing the viability of investment
1n the necessary processing factlities It was reported by the General Manager and the Field Production Supervisor of
The Dawry Corp that powdered milk could be distributed to villages at costs low enough to enable low-income families
to purchase and consume milk

The basic food crops that provide the means of subsistence for the people of Uganda require a very large share of
productive land, and bananas are all-important i providing the means of subsistence Nevertheless, post-harvest banana
losses are substantial and banana drying and processing facilities offer small and medmum-sized private sector
entrepreneurs an opportunity of considerable promise This 1s because of the relatively small amount of investment
capital necessary to begin operation The technology 1s simple, and marketing opportunities are readily available for
dried banana products

The government owned Kawanda Research Station, located just outside Kampala, 1s developing a grain drying unit and
improving village and farm level storage facilities In the near future this gramn drymg equipment could provide small
and medium size agricultural businesses with an opportunity to make a profit and make a substantial contribution to food
security, primarily through the significant reduction of post- harvest losses

The following page 1s from a Kampala paper showing how one firm i Uganda 1s contributing to food security by
creating a market for o1l seeds It 1s this type of action that drives development

The private sector can help alleviate problems related to food security by operating n an effective, business-like manner
and by making the necessary mvestments to fully develop the agribusiness private sector’s potential

On the input stde The private sector contributes to food security by providing the proper fertilizers at the right times
quality seed for the areas served, credit where possible, and appropriate technology in cooperation with government
extension services Agricultural service firms, private and cooperative, play a central role m food security enhancement
by supplymng those mputs that mmcrease food production and production efficiency Effective and efficient private sector
partictpation in food security enhancement depends on a number of variables mcluding government policy and practice,
communications and roads, financing, mstitutional factors and entrepreneurial skilis

On the output side The private sector makes a very real contribution to food security by entering the market at harvest
tume to purchase the commodities produced on farms, both large and small Storing these commodities for distribution
until the next harvest pertod contributes to food security The carrying of food inventories 1s, per se, food security, but
there are many costs that the private sector mcurs m carrymg mventory, and substantial mnvestment 1s required These
costs and mvestments constramn private sector nvolvement, especially when financing 1s either unavailable or very
expensive

When a strategic reserve 1s required, private sector firms can provide storage, including the preservation of inventory
until the proper government agency wishes to take delivery This service can be provided at a commercial rate, but it
1s not realistic to expect the private sector to finance a strategic reserve

53 Prioritization of Food Security Constraints

The following section describes the key constramnts to increased production, and to the more rapid development of the
private sector Both are necessary to reduce food msecurity in the GHA
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531 Constramts To Increased Production

CONSTRAINTS PRIORITIZATION/RANK

Inadequate Rural Transportation Infrastructure 1
Limited Use of Inputs, Seed, Fertilizer, Etc 1
Poor Access to Credit for Inputs 1
Limited Agricultural Research/Extension 2
Mimmmal Access to Appropriate Technology 2

Low Purchasmg Power of Domestic Households 2
Land Tenure (Constrains Development of Commercial Agriculture) 3
Limited Information/Knowledge on Markets and Prices 3

Source Field Research/Interviews

When prioritizing the constraints to mcreased agricultural production, 1t must be realized that many of the constramnts
are, In fact, so interrelated that one constramt cannot be reduced without at the same time reducing several others For
example, credit must be available to purchase the proper seed, the right fertilizer must be on hand for application at the
right time, and the farm gate price must be high enough to justify the use of the mputs Both mputs and output require
that farm to market roads are serviceable 1 all weather conditions Technology 1s necessary to assure proper seed bed
preparation and input utilization A complete production system 1s required

Rural Transport Although major trunk roads have now been rehabilitated i Uganda, most secondary roads are still in
poor condition This 1s exacerbated by the high cost of fuel The cost of petrol 1s currently about US$1 00/liter,
compared to US$0 50/hiter in Kenya. As a result, transport costs are very high and contribute considerably to the large
price differentials between the farm and destination markets Accordng to one respondent, 1t 1s “currently cheaper to
send white maize from Thailand to South Africa than from Uganda to South Africa” Every general manager
mterviewed agreed that transport was the biggest constraint to mcreased agricultural production and for the “total”
development of the private sector in a country that 1s predominantly agricultural

Limited Use of Inputs The majority of the farmers m Uganda use linited amounts of fertilizer or other yield enhancing
mputs The reasons for this include (1) lack of finance, both on the part of suppliers to import mputs and farmers to
purchase them, (1) lumited reach of the private sector - 1t currently covers only easily accessible parts of the country,
(1) lunited extension advice from the government and the private sector on the best mputs to use

Limited Access to Credit In general there 1s very hmited access to private sector credit at all levels in Uganda, from
the smallholder to the large-scale commercial farmers Even for those with access, the cost of credit 1s prohibitive for
long-term mvestment According to one respondent, credit for exporters does not exist (pre- and post-shipment
financing) Banking mnstitutions are very biased towards collateralized lending The charrman of the Uganda
Horticultural Association stated that there are no long-term funds available for large capital mvestments m storage or
transport This 1s one reason why entrepreneurs have not invested mn storage The Managing Director of Magric Ltd ,
a major agribusiness player i Uganda, also agreed with this conclusion and recommended that below market seed
capital be made available to the private sector to invest m storage facilities

/
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Lack of Consistent Markets A major constraint to increased agricultural production and private sector agribusiness
mvestment Uganda, and therefore enhanced food security, 1s mconsistent export market demand and the small size of
domestic markets During one season there may be a high demand for a commodity, this stimulates production the next
season only to find that demand no longer exists One large trader in maize noted that the market in Kenya (a major
outlet for Ugandan maize), for example, was very mconsistent (to some extent caused by GoK arbitrary import policy
decisions) NCPB 15 not a reliable buyer as 1t did not accept orders placed 1 some mstances Also, the Kenyan maize
market 1s generally self-sufficient when there are good ramns, so market demand varies from year to year This
mconsistency makes 1t very difficult to plan and nvest m large scale maize production, storage and distribution for the
Kenya market

Limited Government Support for Agriculture Although the situatton 15 slowly improving, the general impression among
those nterviewed 1s that the Government has not given the agricultural sector the priority 1t deserves This mncludes
developing an appropnate policy framework for agriculture and providing funding for agricultural research  This should
be seen, however, in the context of the Government’s broad liberalization process which mvolves a reduction m the role
of government, and a greater role for the private sector The Government has withdrawn from a number of areas
mncluding the storage, marketing and distribution of crops and the supply of mputs Thus has left a large vacuum for the
private sector to fill, which 1t has managed to fill so far, with varying degrees of success During this transttion phase,
the Government has yet to define clearly its own role and how 1t ntends to effectively implement that role As a result
there 1s a general perception that the Government has not been very supportive of agricultural research or extension

Access to appropriate technology 1s a major constraint to mcreased production and this 1s related to research and
extension, the traditionally provided by the government Appropriate post-harvesting technology 1s also lacking, with
the result crop losses of great magnitude

Paucity of Research Prior to the Amin era, Uganda had the finest agricultural research capability in East Africa This
has considerably diminished Very little research is bemg done on appropriate seed varieties for various crops The
Iittle research that 1s bemng done tends not to be linked to the spectfic agriculture/agribusiness needs of the private sector
The few seed varieties that are produced are too expensive for most farmers The National Agricultural Research
Organization was created recently to address these constramts, however, considerable resources will be required to
restore Uganda’s research capability to its prior levels

Limited Information Farmers have limited access to information on both domestic and mternational markets Farmers
also lack mformation on production techniques and technologies Traders lack sufficient information on market
opportuntties and, as a result, food deficit areas often do not recerve food since those 1 surplus areas are unaware of
this market opportunity The chairman of the Uganda Horticultural Association pomnted out that in order for Uganda
horticultural farmers to be competitive they need updated, valid market mformation on prices and trends  This 1s
currently difficult to get on a consistent basis, requires considerable mmvestment and therefore acts as a constraint to
mvestment n the sector

The same situation applies to other food crops, for example recently there was a food deficit in Uganda at one location
and, as a result, a price differential of 600 percent between that location and surplus areas Traders were not aware,
however, of this differential and therefore were not able to take advantage of the opportunity

Limited Land Holdings The majority of the 2 6 million agricultural households have very small holdings, less than

three acres m total This constrains their ability to invest m appropriate technologies and other wnputs necessary for the
commercialization of agriculture, thereby expanding outputs and improving yields A number of respondents stated

~12



Abt

Abt Assaciates Inc,

that this was a constramnt to mcreased agricultural production Non-uniform land tenure must also be classified as a
constraint

Recently there has been a movement by the Government of Uganda to create blocks of land surtable for commercial
agriculture One block of 600 acres has been established near Kampala It 1s reported that the 600 acre block 1s being
structured to attract internatronal mnvestors who will develop commercial agriculture for both export and domestic

consumption

Other Demand and price levels have also been distorted by the mtervention of donors like the World Food Program
who have dumped free food in countries like Rwanda that could have been sourced from Uganda As a result, there 1s
limited mcentive or ability for the private sector or farmers to mvest n production or marketing networks The Uganda
domestic market 1s very rudimentary, with the majority of production utitized at the subsistence level Price fluctuations
are large, and there is very little investment m storage as the private sector 1s unwilling to bear the risk

532 Constramts to the Development of the Private Sector

RANK
CONSTRAINTS SMALL * MEDIUM * LARGE *
Poor Infrastructure 1 1 1
Small Domestic Market 1 1 2
Lack of Busmess Information and Opportunity 1 2 3
Limited Busimess and Technical Skills 1 2 3
Lack of Access to Formal Credit 1 2 3
Unfavorable Government Regulation 2 2 1
Political Risk and Uncertainty 3 2 1
Low Consumer Income (related to small market) 3 3 2

Source Field Research/Interviews

* Busmess Size

There 1s a serious shortage of both long-term mvestment capital and working capital in Uganda to meet ongomg business
expenses for firms of all sizes However, the larger well-established agribusmesses firms are not as constrained as
SMEs The general manager and owner of a large food processing firm stated that the firm would like to increase its
capacity by 100 to 200 percent, but long-term mvestment capital was not available at reasonable rates The owner and
general manager of a grain marketing firm reported that he had obtamned the necessary capital to purchase storage
facilities from a European supplier The 5,000-ton facility was due in Uganda m the very near future The firm had also
recently purchased four bulk gram trucks with a capacity of 40 tons each In addition, one large agricultural trading
company mndicated that they were “prepared” to purchase not only the Jinya facilities of the Produce Marketing Board,
but also certamn other go-down storage facilities located throughout Uganda The source of the capital was not
mentioned
/
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Although there are a number of mstitutions n Uganda organized to assist in providing and/or obtaining long-term
investment capital for private sector business development, their actual level of activity 1s rather low Three firms
reported that large organizations can obtam nvestment capital etther from formal sources or via special arrangemenis
However, for small firms, obtamning investment capital 1s all but mpossible The entrepreneurs lack of basic
management and technological shills 1s a major problem that will require much time and money to overcome The
entrepreneurial class in Uganda will have to be rebuilt, and there 1s evidence that this 1s taking place, but at a slow pace
However, field mterviews conducted for this activity mdicate that there are a small but growing number of business
concerns that are looking for opportunities to mvest Many, perhaps most, of these forward-looking firms are mvolved
 agribusinesses

54 Priority Constramnts That the Private Sector Can Help Alleviate

Interviews conducted with private sector general managers and owners indicates that for each constraint category there
are several different points of view regarding priority An mmportant constraint to one private sector organization 1s not
necessanly a significant factor with another This 1s true even when the firms are of approximately the same size with
operating systems that are very much altke Nevertheless, there are constramnts that many private sector managers
believe are both important and can be removed with private sector assistance The following 1s a consensus based
rankimng of the constraints that most sertously inhibit private sector food security where private sector firms can help
reduce their impact

1) Lack of business and market information

2) High post-harvest losses

3) Minimal use of quality production nputs

4) Lumited agribusiness management and technical skills

5) Poor producer and agribusiness access to appropriate technology

6) Mmimal availabihty of formal credit, and if available at prohiitive interest rates

7 Minmmal government support for agriculture and agribusiness and the unfavorable related regulations and tax
policies

8) The lack of consistent markets

55 Constramnts to Private Sector Participation 1 Food Security Enhancement and How They Can Be
Overcome

While the private sector has taken on a much larger role 1n the tradmg, distribution and marketing of food m Uganda
with the onset of Iiberalization, they still face a number of constrants to their further active involvement There 1s also
a need for enhancing the participation of indigenous busmesses, as the larger agribusiness firms are predommantly Asian
or foreign owned

The following 1s an mterviewee consensus based ranking of the constramts to private sector participation 1n food
security enhancement

1) The short term profit and return on mvestment orientation of the private sector versus the non-profit and longer
term orientation of food security enhancement

2) Agribusiness managers lack of focus on and awareness of their possible role i food security enhancement, and
how 1t 1s related to thewr longer term best mterests

3 Lack of agribusiness, especially SME, access to credit to implement food security enhancing activities, e g,

storage and drying facilities
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4) The lmiied resources (financial, time and skills) of micro and small agribusiness managers, who account for
the largest number of agribusmess firms
5) Inconsistent local and regional government regulations and enforcement which discourage

agricultural/agribusiness mvestment

It must be understood that the private sector 1s profit-motivated However, onerous and often mconsistent government
regulations mhibit private sector mvestment 1 agribusmess Liberalization policies should, i the long run, allow the
private sectors to reach a maxmimum point of development Expanded investment by the private sector 1s the key to long
run food security This mvestment will be stimulated by an enhanced enabling environment

56 How the Private Sector Can Help Alleviate Constraints and Specific Food Security Enhancement
Projects Identified

The followmg section outlimes how the private sector can best become activity mvolved 1n food security enhancement
m Uganda

561 How the Private Sector Can Help Alleviate Constrants

Enhanced Market Information Uganda, like Tanzania, suffers from the lack of timely and correct business imnformation
vis-a-vis prices, market developments, supply and demand conditions and technology There are several organizations
mn Uganda that are mvolved i providing busmess mformation However, 1t 1s recommended that a single organization
be given the mandate and resources to compile and disseminate agribusiness mformation to the private sector through
their associations The Private Sector Foundation may be a good vehicle to make this happen The Private Sector
Foundation 1s based i Kampala and has a total membership of 17 private business organizations located throughout
the country, but principally i the greater Kampala area The Foundation holds regularly scheduled meetings and
addition, conducts ongoing dialogue with all members The members of the Foundation are concerned with business
taxes, government regulations affecting import and export practices and other related matters The Foundation serves
as a spokesman for the private sector vis-a-vis the relevant Ugandan government agencies The director of the
Foundation expressed the opinion that the transition from parastatal to private ownership was a high priority need and
that the Foundation would like to play an increasing role m this evolution One way this can be accomplished is to
provide widely available mmformation on the privatization process and opportunities

Improved Access to Fiance For all but a few agriculturally-related firms m Uganda there 1s neither long-term
mvestment capital nor short-term funding for working capital USAID and others are supporting financial mstitutions,
and there 1s reasonable cause to expect conditions to improve m the future There are also donor credit programs in
Uganda and mnformation about these must be relayed to the private sector There are banks like the African
Export/Import Bank, the International Fmance Corporation and the African Development Bank that can help determine
the various financial alternatives Many private sector firms are not aware of the different capital sources It 1s
recommended that all private sector firms, hkely through thewr associations, work with the Uganda Investment
Authority, the Private Sector Foundation and the banks and financial mstitutions to develop workable financial programs
that will reduce risk for financial institutions while at the same time increase access to finance for private sector
agribusiness firms

Applying for Financing Another problem the private sector can help solve 1s to provide education on and assistance
for the proper preparation of “bankable” business plans, including for example real time cash flow projections, mcome
statements, and a break-even analysis This educational process could be done through the Private Sector Foundation
offering seminars and workshops on the preparation of busmess plans Well-developed and presented business plans
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will open banking doors that now appear closed The Private Sector Office of REDSO/ESA has the abulity to provide
the leadership for such a program

Enabling Environment Collective action is the best approach to correcting unfavorable aspects of the enabling
environment such as government regulations, tax policy, public supporting mstitutions and poor mfrastructure like rural
roads and communications It 1s recommended that organizations such as the Private Sector Foundation or the Uganda
Investment Authority establish a permanent private sector commission to mamntam a constant dialogue with the proper
government agencies to address these constramnts It will require a constderable length of time to correct the many mter-
related constramts For example, a bakery manager indicated that the complex tax system 1s a real constraint to the
development of the industry

The Uganda National Fornm The National Forum was established m 1992 under the aegis of the umplementing Policy
Change Project supported by USAID/Uganda The purpose of the mtiative 1s to focus and energize action on the
various government policies, programs and itiatives mn the area of private mvestment and export development The
Forum’s goal was to promote a strategic approach, which mnvolves the participation of the private and public sectors
for more effective implementation of national policies and imtiatives affecting busmess The Forum conducts regularly
scheduled meetings These meetings bring together senior members of the Government of Uganda and leading
entrepreneurs from the private sector

The Government of Uganda has continued to undertake economic reforms under Structural Adjustment Programs (SAP)
aimed at macroeconomic stabilization, improvement of the efficiency of the public sector and revitalization of the
private sector In order for the private sector to respond effectively to the reforms, the remaining constramnts have to
be removed through the close cooperation and concerted effort of Government and the private sector To further focus
on implementation of agreed national strategies for private sector development, and on sustamning cooperation between
the Government and the private sector, the Presidential Forum 1s held each December As an example, activities at the
December 1995 meetmg were as follows

The Forum was hosted by the Charrman of the Uganda Manufacturers Association (UMA), Mr James Mulwana, and
chawred by Mr Sam Rutega, Chairman of the National Forum Monitoring Group Sumuilar to the previous two Forums,
partictpants were drawn from the government, private companies, private sector associations, political leaders and the
donor community

During the course of the year prior to the Forum four Workmng Groups, namely Investment Promotion and Export
Development, Human Resources Development and Capacity Building, Fmancial Sector Development, Tax Policy and
Admuustration, met on a regular basts to discuss 1ssues and to ensure speedy implementation of those actions agreed
upon Durng the plenary session the Chairmen of the above groups reported on progress made Each Working Group
prepared a paper for presentation to the Forum providing a summary of progress made on their respective mandated
Action Plans, highlighting successes, failures and new policy areas needing priority attention

Participants were divided mnto groups to further discuss the above reports  Discusstons centered on identifying all issues,
ranking the 1ssues 1n order of importance, identifying the top ranked 1ssues that should be resolved within the next 12
months, developing recommended solutions, and deciding whether the forum 1s to continue and 1f 1t 1s, when and
through what mstitutional arrangements would 1t do so

Recommendations and Action Plans drawn by the discussion groups were presented to the plenary session on the second
day and later 1n the afternoon to the Prume Minister of Uganda who represented the President
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The structure of the forum has a direct impact on the government’s decision making process since the representative
of the various government departments take 1deas and recommendations from the Working Group meetings back to
therr respective positions  Policy, therefore, 1s influenced by having key decision makers mvolved mn Working Groups

The success of the Forum can be attributed to the solid leadership from the Uganda Manufacturers Association and a
strong commitment from the president of Uganda Equally important 1s the dedication by the individual members to
mamtaming open policy dialogue and commuitment to creating a better future for Uganda

On the whole, the Forum 1s a demonstration process that has brought together different sectors of Uganda’s society to
discuss and mfluence export and mvestment promotion policy It has been well recerved by Ugandans and 1s viewed
as a necessary vehicle for a greater participatory policy implementation process

The formation of the Private Sector Foundation and its relation with Uganda Manufacturers Association, and hence the
Forum through the various member organizations, will help build on and strengthen the existing dialogue between the
government and the private sector The Uganda Manufacturers Association under the National Forum imitiative has tned
to bridge the gap between public and private sectors on policies through its collaboration with the Private Sector
Foundation This has helped promote, protect and coordmnate the interests of industrialists and other private sector actors
mn the economic development of Uganda

Working groups have 1dentified a number of issues that directly affect private sector mvolvement 1n food security
Those areas mcluded improvement 1n research and extension services, strengthening financial support to producers,
especially those producing for export, more focus on the 1ssue of a living-wage, and improvement of infrastructure
biased towards export development

There 1s a need to emphasize the private sector’s role i food security i one of the Working Groups at the next meeting
The Uganda Private Sector Foundation would be one agency that could advance this cause While stressing mvestment
promotion and export growth, the activities of the Forum nevertheless advance the cause of private sector mnvolvement
and food security

The existence mn Kenya and Tanzama of a similar Presidential Forum would be highly desirable

Role of USAID Two private sector individuals interviewed stated that USAID/Uganda has been a positive force for
mproving the environment for private sector development in Uganda These individuals expressed appreciation for
the Mission’s contribution The Uganda government under President Museven: 1s very supportive of private sector
development Nevertheless, there are vested mterests that do not always support the privatization process, 1n these
situations a long-term effort will be required to create a free market system 1n Uganda

562  Specific Projects Identified in Discusston With the Private Sector

Several specific opportunities for direct private sector involvement n projects that would enhance food security were
discovered during this research They are outlmed below

5621 Produce Marketing Board

The Produce Marketing Board (PMB), located on Nalukolongo-Masaka Road, in Kampala with its storage and other
related facilities throughout Uganda, 1s a parastatal organization that has been 1dentified by the Government of Uganda
as one of the mstitutions that should be privatized as soon as possible Time 1s of great importance because of the vital
role that the PMB plays m the Uganda food security system
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The gram storage complex, located at Jinya 1s of special importance to food security and represents an outstanding
opportunity for the private sector to make very real contributions to regional food security enhancement The following
five pages show the gramn drymng and storage facilities plus the supporting truck and railroad mstallations An estimated
US $300,000 mvestment would extend the railroad faciities from the PMB to the main rad line running from Mombasa
to Kampala

With this rail extension 1t would be possible to off-load bulk gram shipments in Mombasa and transport directly to the
silos 1n Jinja where the gramn could be cleaned and dried, if necessary, before storng  Substantial savings would result
and the grain would be preserved until required with mimimum loss The gram would not be bagged until shipment

Two separate private sector firms indicated a strong mterest in acquiring the Jinja facilittes  One firm reported that 1t
had the financial support to purchase the facilities outright The second firm could organize an investment group that
would sell stock to other private sector firms that would share the facilities

Of course, there are many problems that must be solved before privatization can take place These are (1) the real
market value must be established (replacement cost 1s much less than onginal nstallation cost), (2) there are PMB debts
that must be dealt with, (3) provision must be made for the employees, and (4) there are a number of legal and
admmistrative 1ssues mvolved Political consideration must also be taken mnto account

The road from parastatal to private ownership and operation 1s a long one that requires expert leadership and cooperation
from all that have, or will have, a vested mnterest Therefore, 1t 1s recommended that an experienced consulting firm be
employed to organize and expedite the privatization process In addition, a “road map for successful and equitable
privatization” study should be undertaken to 1dentify legal problems mnherent i the existing laws and proclamations and
recommend an action plan There are many ambiguities, conflicts and mconsistencies 1 the present laws that will cause
problems in completing the privatization process This matter has been discussed, mn great detail, with the Executive
Director of the Private Sector Foundation in Kampala, and the analytical work recommended above should be
coordmated with the Foundation

5623 Uganda Maize Industries, Ltd

The Uganda Maize Industries, Ltd (UMI) facility, located on the outskirts of Kampala, 15 one of four Uganda Gram
Milling Company subsidiaries that 1s to be privatized The four are (1) Uganda Maize Industnies, Ltd , (2) Uganda
Millers, Ltd , (3) Uganda Feeds, Ltd , and (4) Bread, Ltd While much smaller in scope than the Jinja silo complex,
UMI 1s nevertheless an important facility, and when privatized it will play an significant role in providing food security
for Uganda and the region With the facility n private hands, the silos can be fully utilized to hold maize mnventory
It 1s reasonable to expect that inventories will be purchased at harvest time carried and sold from one harvest to the next
The resulting reduced price fluctuations and ready market for maize will result in mcreased food security
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The followmg two pages show the silos and the milling and loading nstallation At the present tume the facilities are
underutilized, and 1t 1s expected that private ownership will correct this problem

The Government of Uganda has employed a branch of a well-known international banking firm to organize and expedite
this privatization process and to act as “the honest broker” m bringing all the parties together A bank consultant 1s to
identify an experienced mvestor, domestic or iternational, who will provide fifty-one percent of the equity financing
required to purchase the factlity It 1s expected that this mvestor will provide ongoing operational management One-
half of the remaining equity should be sold to the general public with the remainder of the equity going to the employees
under a plan to be established. Working capital to finance mventory and to provide for day-to-day operations was not
discussed, but 1s central to the successful operation of the busmess The mayority equity mvestor could obtam a line of
credit, perhaps from an mternational bankng mstitution There should be lessons to be learned here that can be applied
to the Produce Marketing Board and 1ts many facilities located throughout Uganda

5624 Kawanda Agricultural Research Institute

The Kawanda Agricultural Research Institute, located a short distanice from Kampala, 1s conducting a research and
development program to reduce post-harvest losses in the basic food crops grown 1 Uganda, 1 ¢, cereals, legumes, root
crops, horticultural crops and bananas The objectives are to reduce post-harvest losses, improve the quality of the
commodities, add value and reduce the drudgery of post-harvest operations They are also developing drying machinery
for both cereals and pulses and improved on-farm and village level storage facilities stressing non-chemical methods

In discussion with officials at the research station, the private sector was 1dentified as the best channel to distribute and
sell the drying machmnery It 1s expected that the drying plants will be available for distribution n the near future, as the
basic engineering has been completed It 1s recommended that as soon as possible officials of the Kawanda Agricultural
Research Institute meet with the Executive Director of the Private Sector Foundation to identify firms that would have
an nterest 1n distributing the drymg plants These plants will be 1deal for small, private firms The Foundation can also
recommend contacts in Kenya and Uganda n addition to those 1dentified by this activity It 1s reasonable to expect that
the viability of these plants should be determined by competent authorities When this due diligence has been
completed, and with positive results, manufacturing agreements should be established with firms that express an mterest
and have the capability An example might be the Kenya Vehicle Manufacturers Ltd , as they manufacture not only
vehicles, but also grain storage facilities

5625 Food Science Department at Makerere University

The Food Science Department at the Makerere University 1s working on solar drymg of bananas This effort needs
additional support - technical and financial Considering the large supply of bananas i» many areas of Uganda, drying
and processing bananas presents a good business opportumty for small and medum-sized enterprises

To enhance the marketability of its banana processing technology, the activities of the Food Science Department should
be coordinated with RECO Industries, a diversified food processing company in Kampala that specializes i quality food
products for both the domestic and mternational markets The firm has also developed a large out-grower system which
assures small agricultural producers a stable and reliable market for frwt and vegetables Cooperation between the Food
Science Department and private sector firms such as RECO will make a very real contribution to food security
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5626 Economic Policy Research Center at Makerere University

The Economic Policy Research Center, located on the campus of Makerere University in Kampala, was established
1993 It 1s charged with the following functions

a Undertake research which would enhance the national capacity for policy analysis and decision making,

b Develop research programs covering diverse areas mncluding macroeconomic, mdustrial, agricultural,
population, public and private sector management and environmental policies mn the interest of government
parastatals, the private sector, NGOs and donor agencies,

c Disseminate research findings through publications, seminars, workshops, short courses, etc ,
d Develop close relationships with local and mternational research mstitutions, and
e Establish links with foreign mstitutions able to provide research advice and jomt collaboration n research

In discussions with the Executive Director of the Center, the need for a specialist on private sector development was
identified as something of special importance to the Center and to Uganda This 1s needed due to the transition from
government-controlled enterprises to a “free market” economy with the concomitant redevelopment of the private sector
The Executive Director would like a technical consultant to work n the Center for a two-year period to fill this need
This person could be seconded to the Center by a large private sector firm

5627 Damry Corporation

The Dairy Corporation, a parastatal organization, does not have the facilities to produce powdered milk In discussions
with the general manager and the field manager, 1t was reported that there 1s demand for powdered mulk, especially 1n
the dry season, and that Uganda mcome levels are high enough to purchase this product It 1s suggested that a major
effort be made through the Uganda Investment Authority, Agriculture Diviston, to identify an equity mvestor with the
ability to do a feasibility study on, finance the construction of and provide techmical management for a powdered mulk
faciity The Uganda Maize Milling privatization project may provide useful gurdelines The Private Sector Foundation
could help 1dentify a private consulting firm

USAID/Uganda is very active and knowledgeable about all of these opportunities and can also provide guidance
57 The Uganda Private Sector Core Team

Several individuals were 1dentified m Uganda who have good potential to form the Uganda Private Sector Core Team
They are histed in Appendix A Given the earlier stage of development of the private sector in Uganda and the
experience that the Ugandan government has in working with the private sector to enhance the enabling environment
(e g , the Uganda National Forum), 1t 1s recommended that appropriate government mdividuals also participate on the
Uganda Core Team

Smce activity time was limited in Uganda (two weeks) and the Core Team needs to be very carefully selected and
organized, no action was taken beyond identifying potential members and getting their expression of mterest However,
1t 1s believed that the proposed Core Team members from Uganda would be willing to participate n the regional Private
Sector Role in Food Security Enhancement meeting, and that participation should be encouraged, and if necessary
financially supported
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6 0 RECOMMENDATIONS

This GHAI/Private Sector Activity has generated, 1n all three countries, a very keen interest m enhancing the role of the
private sector n food security enhancement There are individuals i all three countries who are enthusiastic to
participate 1n a collective effort to enhance the role of the private sector i food security These mdividuals and firms
must not be disappointed by a lack of follow through, and communication with all concerned must be mamntamed

The momentum that has been generated by this activity must be preserved and formal direction given to the objectives
of the project To msure sustanability, a secretariat or coordmating organization must be established and operated for
approximately a two-year period It 1s not envisioned that this will be a large organization, but rather a very small office
that will mamntamn contact with all concerned, provide ongoing direction and provide valuable mformation to all
mvolved It will be the main coordmmatmng poimnt and Iinkage between existing private sector, donor and government
organizations, and will help develop and sustain a focus on enhancing the role of the private sector i food security
After the two-year period, 1t 1s envisioned that the central organization will be totally funded and directed by the African
partictpants A limited budget for this two-year pertod should be sought from one or more donor mstitutions with
GHAI/Washington and REDSO/ESA taking the lead positions

61 Private Sector Food Security Conference

A conference 1s planned under the aegis of REDSO/ESA with the Core Teams from Uganda, Tanzania and Kenya
participating In cooperation with leaders from the Core Teams, REDSO will develop an agenda for that meeting The
logistic arrangements should be completed and all invitations transmitted by REDSO  Conference attendees can elect
their own leadership and consider establishing a permanent secretariat  The objectives of this conference will be to
allow the core groups to identify, discuss and evaluate constrants they face i fully developing private agribusiess
enterprises Full development of private sector agribusiness enterprises in Kenya, Uganda and Tanzania, will lead
directly to food security enhancement Full discussion of constramnts, mhibiting factors and problems that are common
to all should lead to the identification of a meaus to overcome the constraints Enhanced cross-border trade and cross-
border mvestment will, per se, increase food security in all three participating countries Recently, the Governments
of all three countries have taken steps to restore the free and unlimited convertibility of currencies Thus 1s a major
accomplishment, and the officials of all three countries should be congratulated This factor alone will contribute to
mcreased mvestment and trade A major focus of the Conference should be to determine the strategies and opportunities
for simulating agribusimess mvestment, because mcreased agribusiness mvestment 1s the ultimate key to increased food
security

62 IGAD

A dialogue should be established with IGAD to determine 1f that regional organization 1s mterested i and capable of
assumung a leadership role m stimulating private sector mvolvement i food security enhancement IGAD’s mterest
1s confirmed by a speech made by Dr Tekeste Gebray at the Nawrob1t ESABO Conference m May (See Appendix C)
Is 1t possible that some IGAD funds might be available to support or partially support the creation and ongoing
activities of a central secretariat? IGAD should have the potential to eventually lead a GHA wide mitiative of active
mvolvement of the private sector m food security enhancement

63 Most Likely Private Sector Participants
It 1s important to note that the more likely private sector participants in GHA food security enhancement will be larger

agribusiness firms that have the available time and resources, and longer term orientation to devote to the subject
Managers of these firms also have access to the government decision makers, the technology and the key private sector
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contacts needed to lead a private sector mitiative In the past USAID has been hesitant to work with larger agribusmess
firms 1 fear of the perception of helping those who need 1t the least That hesitancy will have to be overcome for this
mitiative to be successful

63 Next Steps

Ethiopia, Eritrea and Somali Land have not participated m this activity Dufferent reasons have been advanced for ther
lack of participation IGAD and the GHAI should address this 1ssue and determme how additional countries can be
effectively and safely mncluded in his activity While work m Kenya, Uganda and Tanzama offered useful msights mto
how the private sector can become actively involved 1n food security enhancement, these three countries do not have
the magnitude of food security problem as do others in the GHA  For this activity to positively impact the GHA wide
food security challenge, an assessment must be made of how the lessons learned and the implications to GHAI and
USAID Missions SOs and Results Packages can be extended to countries at the heart of the GHA food security
challenge This will require work n Ethiopia, Entrea and Somali land

The outstanding leadership provided by REDSO/ESA has helped create this opportunity for regional cooperation n

private sector mvolvement m food security enhancement, and REDSO’s participation 1s essential to the long-run success
of the endeavor
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Agenda for Meeting with Kenya Private Sector Core Group

Welcome - Mr M Klesh, Regional Private Sector Advisor

- Introductions

- Explanation of USAID/REDSO role m GHAI

- Review of GHAI Activities conducted so far

USAID/Washington's perspective

1000am

M Klesh
R. Harvey,
Dep Dir, REDSO
M Klesh
J Carbone

Discuss Strategies to Increase the Role of the Private Sector in Enhancing Food Security in Kenya and the GHA

- Introduction

- Opportunities for Investment 1 Privatization

- Opportunities for Investment in Processing

- Opportunities for Investment in New Technologies

- Opportunties for Investment m Storage

- Opportunities for Investment in Commercial Agriculture

Summarize Discussion

- Propose Plan of Action
- Reaction from USAID

Close Meeting

Attending M Klesh
H Ogola
D Busolo
A Gwader
K Eubanks

1015am

N Mwanila

1115am

N Mwanikt
R. Harvey,
Others

1130am
R Harvey,
Others

J Carbone

N Moon

D Percival

J Kashangaki
F Muya



Proposed Members of the Tanzama Core Group

Ketan Patel

Export Trading Company, Ltd
Tel +22534/24625/44006
Fax +255-51-115887

WJIG Mallya

Company Secretary

The Tanganyika Farmers’ Association Ltd
Tel +3191/2 8736

Fax (057) 8213 TFA AR

Manubhai L Patel

Special Assistant to the Managing Director
The Tanganyika Farmers’ Association Ltd
Tel +3191/2 8736

Fax (057) 8213 TFA AR

Raum J K Ringo

Marketing Manager

Tanzania Fertilizer Company Ltd
Tel +255-51-27164/65,31189

Emmanuel R Makubo

Managmg Director

E R -Milling Co Ltd

Tel +255-811-324710/328068
Fax +255-811-328055

Dr Nazareth Violet Mwaipopo
General Farms Manager
SEFARMS Company Ltd
Tel/fax +255-51-73792

Dharampal Aggarwal

Managmg Drrector

Coast Millers Ltd

Tel +255-51-35551/114757 0811-324144
Fax +255-51-113147

Azim Dewji/Mohammed Dewy
TradeCo Ol Industries Ltd

Tel +255-51-36867/36871
Fax +255-51-46524
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Gordon Alexander
Managing Director
Cargill Tanzania Ltd
Tel +255-57-6877
Fax +255-57-8702
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Proposed Members of the Kenya Core Group

Henry Ogola
Managing Director
Chem-agro

Tel +254-2-334513
Fax +254-2-218279

David Percival

Managing Director

Kenya Vehicle Manufacturers Ltd
Tel +254-151-2171 1/5

Fax +254-151-21689

Amimn Gwader1

House of Manji Foundation
Tel +254-2-219516

Res- 749249

Fax +254-2-223217

Wanjiku Muhato

Regional Women 1n Development Advisor
U S Agency For International Development
Regional Economic Development Services
Office For East And Southern Africa

Tel +254-2-751613 Res 567262

Fax +254-2-743204

Nick Moon
Managmg Director
APPROTEC
Tel/Fax +787380/1
Tel +783046

Martm J Fisher Ph D /Mechanical Engineer
Technical Director

APPROTEC

Tel/Fax +787380/787381

Dolline Olango Busolo

Social Economist/Nutritional Consultant
ETC Kenya Consultants

Tel +254-02-564923, 565985, 569879
Fax +254-02-564921
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Ngure Mwaniki

Managing Durector
Agriconsult Ltd

Tel +227834, 227835, 336981
Fax +(254) 2-340019

Frida M Muya

Export Manager

Kibwez1 Growers and Exporters Lunited
Tel +823104/823109

Fax +254-2-823105
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Proposed Members of Uganda Core Group

Dr S Nsamba

Director

Uganda National Farmers
Association & Large Private Farmer
Tel +256-41-230705/255250

Dir +256-41-255242

Fax +256-41-230748

Prof Fred Opio

Executive Director

Economic Policy Research Center
Tel +256-41-541023/541024

Frederick Karugonjo

General Manager

Produce Marketing Board

Tel +256-41-270420/236238/231502
Fax +256-41-273224/236238

Dr U Acasico
Post-harvest Program
Kawanda Research Station
Tel +256-41-567649

Ms Muranga

(Food, Science & Technology)
Faculty of Agriculture

Tel +256-41-542277/531152

Nm John Magnay
General Manager (Owner)
Magric Ltd

Sam Rutega

Executive Director
Private Sector Foundation
Tel +259109

Alykhan Karmali

Executive Director

Mukwano Industries (Uganda) Ltd
Tel +235701/6

Fax +235704
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Sarah Mulekwa Isabirye

Assistant General Manager (Operations)

The Uganda Women’s Finance and Credit Trust Ltd
Tel +256-41 - 241275

Fax +(251-41) 255144

Matano I Kodawa
Technical/Trammg Manager
Hot Loaf Bakery Limited
Tel +235171

Fax +256-41-242533

Dr Robert R. Kawuma

Sekalala Enterprises Ltd

Tel +233934/243490/258714/243687
Fax +243682

Okela Ocero
Executive Director
Lira Millers Ltd

Tel +285-390/735
Fax +256-41-222083

Tom Op10-Oming

CEI

Tel +256-41-250212/259503
Fax +256-41-244174/258969

Karim Somani

Chief Executive Officer

CEI

Tel +256-41-250212/259503
Fax +256-41-244174

Ruka Atwok1 Aloys1us
National Secretary

Uganda Commercial Farm Association
Te] ***kkkdtx*

Fax % 3 ok ok K ok ok ok ok

g



APPENDIX B - Contacts

97




Abt AssociatonIne.

Interviews Conducted mm Tanzama

Azim Dewji
TradeCo O1l Industries Ltd
PO Box 7185
UWT Street
Dar es Salaam, Tanzania
Tel 36867/36871
Fax 46524
0811 326951

Mohammed Dewj:
TradeCo O1l Industries Ltd
PO Box 7185
UWT Street
Dar es Salaam, Tanzama
Tel 36867/36871
Fax 46524

0811 326951

Dharampal Aggarwal

Managing Director

Gupta Trading Store Ltd /Coast Millers Ltd
P O Box 4267

Dar es Salaam, Tanzania

Tel 0811 324144

Eng Jacob F Mask:

Director General

Tanzania Industrial Studies and
Consulting Organization (TISCQO)

IPS Building

Samora Avenue

P O Box 2650

Dar es Salaam, Tanzama

Tel 31421-3 0r 051116 6 95 32981-3
Fax 255-51-113-437

M Maclellan

General Manager

Rajani Industries Limited

Rugu Road

P O Box 5281

Dar es Salaam, Tanzama

Tel 864859/860561/862894
Fax 860560
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Charles Rwiza

Head - Busness Development Dept
Tanzania Chamber of Commerce,
Industry and Agriculture

PO Box 9713

Dar es Salaam, Tanzania

Tel 37371/31424/37372

Fax 255-51-30898

Joseph S Mollel

Director of M/C Shop Operations
Themi Farm Implements and
Engmeering Company Ltd

Njiro Hill

PO Box 286

Arusha, Tanzania

Tel 6884

Manubhat L Patel

Special Asst to the Managmg Director
The Tanganyika Farmers' Association Ltd
P O Box 3010

Arusha, Tanzania

Tel 3191/2 or 8736

Fax (25557) 8213 TFA AR

WIJG Mallya

Company Secretary

The Tanganyika Farmers' Association Ltd
P O Box 3010

Arusha, Tanzania

Tel 3191/2 or 8736

Fax (2557) 8213 TFA AR

Gordon Alexander

Managing Director

Cargill Tanzania Ltd

National Millng Godown No 8
Unga Ltd Area

P O Box 1280

Arusha, Tanzama

Tel (255) 57/687

Fax (255) 57/8702
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Emmanuel R Makubo

Managing Director

Technical Trading Services (TTS) Ltd
Morogore Rd/Lumumba Street

4th Floor

P O Box 65391

Dar es Salaam, Tanzania

Tel 255-811-324710/328065

Fax 255-811-328055

Dr Nazareth Violet Mwaipopo
General Farms Manager
SEFARMS Company Limited
Mikochenm1 B

P O Box 10551

Dar es Salaam, Tanzania
Tel/Fax (25551) 73792

Dr Wilbald Lo

Managing Director

Tanzama Food & Nutrition Center
22 Ocean Road

PO Box 977

Dar s Salaam, Tanzania

Tel (25551) 29621/3 or 24432/4
Fax (25551) 44029

Mikocheni Labs (25551) 74105/7

Raum J K Ringo

Marketing Manager

Tanzania Fertilizer Company Ltd
IPS Building, 7th Floor

P O Box 9434

Dar es Salaam, Tanzania

Tel 27164/65 (DL 31189)

Ketan Patel

Export Trading Co Ltd

Lehmann's Building, Mission Street
Off Samora Avenue

P O Box 10295

Dar es Salaam, Tanzama

Tel 22534/24615/44006

Fax 25551-112341/115887

99




Abt

Interviews Conducted mm Uganda

John Magnay, B S Agric Hon
Managing Director, Magric (U) Ltd
PO Box 3218, Kampala, Uganda
Tel 041 232100 Fax 041 244606

Miss Dalson Rwabwogo

Drrector, RECO Industries Ltd

RECO House, PO Box 257, Kampala
Tel 256 41 232183 Fax 256 41 231327

Patrick K Kaganzi

Finance Manager, Produce Marketing Board
PO Box 5705, Kampala, Uganda

Tel 270420 Fax 273224

Frederick E K Karugonjo

General Manager, Produce Marketing Board
PO Box 5705, Kampala, Uganda

Tel 270420 Fax 273224

Jens Kristensen

Extension/Tramnimng Advisor

Uganda National Farmers Association
PO Box 6213, Kampala

Tel 230705 Fax 230748

Dr S L Nsamba(M D)

National Chairman

Uganda National Farmers Association
PO Box 6213, Kampala

Tel 230705 Fax 230748

Sam B Rutega

Executive Director
Private Sector Foundation
PO Box 7683, Kampala
Tel 259109

Mr Grace Musoke-Lwanga
Project Coordinator

Private Sector Foundation
PO Box 7683, Kampala
Tel 259109 Fax 242163

Sarah Mulekwa Isabirye (Ms)

Assistant General Manager (Operations)

Uganda Women’s Finance and Credit Trust Ltd

PO Box 6972, Kampala

Tel 246 41 241275 -
Fax 256 41 255144

Karim Somani

Chief Executive Officer

CEI

PO Box 10241, Kampala

Tel 256 41 250212 Fax 256 41 244174

Tom Opio-Omng

CEI

PO Box 10241, Kampala
Tel 256 41 250212

Fax 256 41 244174

E R Muhozi

General Manager

Daury Corporation

PO Box 7078, Kampala

Tel 258751 Fax 256 41 230942

P R Walimbwa

Field Manager

Dauy Corporation

PO Box 7078, Kampala

Tel 258751 Fax 256 41 230942

Godfrey I L. Nsubuga
Managing Director

The Co-Operattve Bank Limited
PO Box 6863, Kampala

Tel 258323 Fax 234578

Abner N Syambi

FAOQ Representation

PO Box 521, Kampala

Tel 250575 Fax 256 41 250579
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Dorte Busch

Nutrition Associate Professional Officer
Food and Agriculture Organization of the UN
FAO Representation Kampala

PO Box 521, Kampala

Tel 250575 Fax 250579

Matano I Kodawa
Technical/Traming Manager
Hot Loaf Bakery Limited

PO Box 2283, Kampala

Tel 235171 Fax 256 41 242533

Opio Fred (Ph D)

Executive Director

Economic Policy Research Center
Makerere University

PO Box 7841, Kampala

Tel 256 41 541023 Fax 256 41 541022

Dr Robert R Kawuma
Sekalala Enterprises Ltd
PO Box 6751, Kampala
Tel 233934 Fax 243682

Okello Ocero
Executive Director
Lira Millers Ltd

PO Box 5158, Kampala
Tel 285390

Fax 256 41 222083

K S Prabhakar

Group Marketing Manager
PO Box 6361, Kampala
Tel 258656

Fax 259942

Alykhan Karmali

Executive Director

Mukwano Industries (Uganda) Ltd
PO Box 2671, Kampala

Tel 235701 Fax 235704

Amt O Brevik

Senior Logistics Officer

World Food Programme

PO Box 7159, Kampala

Tel 0025641231112 Fax 250485
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Jack W Keulemans

Regronal Procurement Officer
World Food Programme

PO Box 7159, Kampala

Tel 0025641231112 Fax 250485

Lawrence Byenst

Senior Investment Officer/Agriculture
Uganda Investment Authority

PO Box 7418, Kampala

Tel 234105 Fax 242903

Lydia P Ochieng-Obbo

Senior Research Officer

UMA Consultancy and Information Services Ltd
PO Box 9113, Kampala

Tel 256 41 236147

Fax 251 41 242455

William S Kalema, Ph D

Director, UMA Consultancy and Information Services
Ltd

PO Box 9113, Kampala

Tel 256 41 236147

Fax 251 41 242455

Clive Drew

Chuef of Party

Agribusmess Development Center
PO Box 7007, Kampala

Tel 256 41 255482

Fax 256 41 250360

Richard C Maxon, Ph D

Business Development Consultant

Volunteers mn Overseas Cooperative Assistance
{(VOCA)

Suite 1075

50 F Street, N W, Washington, DC 20001

Tel 202 383 4961

Fax 202 783 7204

Ulysses A Acasio, Ph D

Team Leader/Long-Term Advisor

Post-harvest Handling & Storage (PHHS) Project
Kawanda Agricultural Research Institute

PO Box 7065, Kampala

Tel 256 41 567 708
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B F (Bernie) Runnebaum

Program Manager

Agriculture Cooperative Development International
(ACDD)

PO Box 2215, Kampala

Tel 011256 41243306

Fax 01125641 220508

William Brands

General Development Officer

United States Agency for International Development
PO Box 7007, Kampala

Tel 242896

Fax 233417

Gregory Farmno

Agriculture/NR Project Officer

United States Agency for International Development
PO Box 7007, Kampala

Tel 242896 Fax 233417

Jim Gohary

Private Sector Officer

United States Agency for International Development
PO Box 7007, Kampala

Tel 242896 Fax 233417

Patrick Fine

General Development Office

U S Agency for International Development
PO Box 7007, Kampala

Tel 242896 Fax 233417

Jim Dunn

United States Agency for International Development
PO Box 7007, Kampala

Tel 242896 Fax 233417
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Interviews Conducted 1n Kenya

Amm Gwader1

House of Manj1 Foundation
Tel 219-516

Fax 264-2-223217

Henry Ogola
Managing Director
Chemagro

Tel 334-513

Fax 218-279

Martin J Fisher, Ph D, Mechanical Engineer

Technical Director

Appropriate Technologies for Enterprise Creation (APPROTEC)
Tel/Fax 787-380/787-381

Nick Moon

Managing Director

Appropnate Technologies for Enterprise Creation (APPROTEC)
Tel/Fax 787-380/787-381

David Percival, MIE E , C Eng,
Managing Director

Kenya Vehicle Manufacturers Ltd
Tel 254-151-21711

Fax 254-151-21689

Henry M- Kamau, AMI MecE
Development Engineering Manager
Kenya Vehicle Manufacturers Ltd
Tel 254-151-21711

Fax 254-151-21689
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IMPROVING FOOD SECURITY IN THE IGAD SUB-REGION
A CRITICAL ROLE FOR THE PRIVATE BUSINESS SECTOR

Invited Paper Presented at the Eastern and Southern Africa
Business Organization (ESABO) Integration Conference

Nairob: 14-15 May, 1996

IGAD

THE INTERGOVERNMENTAL AUTHORITY ON DEVELOPMENT

P O BOX 2653 DJIIBOUTI, REPUBLIC OF DJIBOUTI
Tel 253-354050, Fax 253-356994, E-mail 1IGAD@Padis gn apc org
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10 INTRODUCTION

11 Background

1 The Intergovernmental Authority on Development (IGAD) covers seven countries of the Horn of Africa
namely, Djibouts, Enitrea, Ethiopia, Kenya, Somalia, Sudan and Uganda The IGAD sub-region 1s characterized by anid
and semt-arid climate with 46 percent of the total land area (5 2 million km2 ) receiving less than 400 millimeters of
annual ramfall The sub-region 1s prone to recurrent severe droughts which hamper agricultural and lhtvestock
production, the source of livelthood for the vast majority of the roughly 130 million people of the sub-region This year
approximately 6 million drought affected and displaced persons are dependent on relief food Over the last 15 years
or so per captita food production has been on the decline due to a number factors both natural and man-made Rampant
droughts, crvil strifes and mappropriate macro-economic policies have not allow agricultural development to match
population growth The economies of the sub-region have stagnated leading to further poverty, which has put nearly
half of the population at risk of reduced access to adequate food Most of the countries of the sub-region are among the
poorest in the world and consequently most food msecure

12 Definrtion of food security

2 The need to have enough food first attamned a global dimension mn 1974 when the World Food Conference
1ssued the Universal Declaration on the Eradication of Hunger and Malnutrition At that tume 1t was behieved that all
that countries needed to do to eliminate hunger was to increase food production Many countries adopted a policy of
food self-sufficiency (1 e increasing national food production and thereby reducing the dependence on food imports)
as means of guaranteemg food for thewr people However, national self-sufficiency mn internationally tradable foods 1s
an efficient policy only 1f the country has a comparative advantage m producing those foods In the 1980's, particularly
as a result of Sen's (1981) authoritative publication on poverty, famme and food entitlement, 1t became clear that food
security has another socioeconomic dunension beyond the physical availability of enough domestically produced or
mported food People must have the means to access the food

3 Food security has dozens of definitions, with none of them bemng universally agreed upon The World Bank
(1986) defines food security as "access by all people at all times to enough food for an active and healthy life* The
definition of food security rases a crucial 1ssue of how households can make food available by themselves Food
security requires that households have at all times security of guaranteed access to food either m kind or in cash For
households that depend on own farms for thewr food supply, increased food production is a legitimate food access goal,
whule for households that are largely dependent on the market for food, improving household cash incomes 1s the most
appropriate food security goal to pursue The two food security goals are not mutually exclusive and may be pursued
concurrently In both cases, however, there 1s need to mamtain household assets which can be hiquidated or exchanged
for food when there 1s a food shortage Failure to sustamn a sufficient level of assets in times of persistent household
food shortages leads to exhaustion of other non-economic coping mechanisms If this scenarto 1s existent mn many
households, 1t can lead to mass starvation characteristic of catastrophic fammes This means that households must have
assets that can guarantee them economic access to food and serve as a hedge against possible prolonged food shortages

13 Components of food security

4 Despite the conceptual difficulties in defining food secunty, there 1s a general consensus with regard to its
components These include food availability and stability on the supply side and economic access to food and
nutritional concerns on the demand side
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Availability

5 The physical availability of food 1s a necessary condition for food security Households, as well as the entire
nation, need to be guaranteed of physical availability of food at the time 1t 1s required  There are two ways of making
food available erther through own production or obtamnmng from others The choice between the two options should
be guided by the principle of comparative cost advantage, 1€, food production should be left to those mdividuals
producing at comparatively lower unsubsidized cost, and n return others would offer other commodities to be freely
exchanged for the food, followmg the same principle

6 At the national level, food availability 1s achieved through domestic production and importation of various food
commodities It 1s important to carry out a comparative advantage study to provide guidance on the profitability to the
economy as a whole of producing or importmg different types of agricultural produce in different areas of the sub-region
at different tumes of the year For example, given the relay-type of cropping seasons between Eastern and Southern
Afiica, whereby the growing season in Eastern Africa starts at the end of the growing season 1 Southern Africa and
vice versa, there should be a comparative advantage to the sub-regional economies to trade m surpluses of each sub-
region 1n erther direction at different times of the year

7 Although ensuning food availability through commercial imports and food aid 1s an essential element of food
security at the national level, 1t has been convincingly argued by USAID (1996) that food security does not mvolve
proviston of food aid to vulnerable populations, who are unable to meet their own food needs Households that are
reliant on provision of food assistance are not food secure

Stability

8 The notion n the food security definition that food must be available to all people at all times, implies that food
supply must be stabilized m spatial and temporal terms This calls for an efficient marketing system to move food from
surplus producing areas to deficit areas, and/or storing surpluses for release to the market during the lean periods
Temporal stabihization of food supplies has the advantage of stabilizing food prices, particularly considering that
unstored food surpluses cause farmers to curtail production as a result of lowered prices, thus putting future food
availability at greater risk

9 The distributional issues of food supply stabilization require considerable investment in marketing
mfrastructure including transport and storage facilities Although arrangements for adequate reserves at national and
regional levels are mdispensable for food security, reserve stocking does not truly constitute food security, as it does
not address the economic access aspects of food security

Access

10 There can be no real food security, national or otherwise, unless the problem of economic access to food at the
household level i1s solved At the national and subregional levels, food security programmes should not only be geared
to boosting domestic agrnicultural production or guaranteeing meeting of food production shortfalls through imports to
improve food availability per se, but also to economic access to food through promotion of significant imnvestments in
various sectors of the economy to raise per capita mmcome and improve mncome distribution Promotion of labor
intensive industries m the rural areas and asset-creating programmes of rural public works can make a significant
contribution to employment and income generation for the rural poor
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Health/nutrition

11 First and foremost, food accessed by all the people must meet mmunum quality standards Unwholesome
foodstuffs, e g , beef carrying disease agents like anthrax must not be presented for consumption. Simularly, dependence
on foods which are deficient i essential nutrients can lead to serious health problems Goutre, caused by lack of dietary
10dine and Kwashiorkor mn mnfants caused by protein deficiency, are common examples of serious diseases resulting
from nutritional deficiencies There 1s need to mstitute effective food quality controls, and to provide targeted Home
Economics tramning so that all people can have quality balanced diets that can help an individual live a healthy and
productive life

2 FOOD SECURITY AND THE PRIVATE SECTOR

21 Investment potential

12 Food security 1s mextricably linked to economic development Any private busmess mitiative that can lead
to economic development of the IGAD sub-region 1s m itself a significant contribution to the unprovement of food
security Most countries of the sub-region are m the process of restructuring their economies, with state-owned
enterprises bemng privatized, thus giving way for the emergence of a strong private sector In this regard, the private
sector should be encouraged to mvest m all sectors of the economy, especially industry, mming, the service sector and
large-scale mechanized farming

13 The IGAD sub-region may suffer large crop production shortfalls, but it enjoys a huge livestock and fisheries
potential The private sector can engage in cattle ranching and fattening for export eamings, dairying, amimal health
and pasture development. IGAD countries are endowed with a very long shorelime and possess some of the largest lakes
m Africa The potential for development of these resources, particularly mn an ncreasingly health-conscious world, is
there to be exploited Member countries can benefit through obtamning an extra dimension to become food secure

14 It should be stressed that the appropriate choice of where to invest one's money would depend not only on the
resources available to the mvestor, but also on a careful study of the comparative cost advantage and financial and social
cost-benefit analysis

22 Supporting food production and employment creation

15 Food production in the IGAD sub-region 1s dominated by millions of small-scale private operators mcluding
smallholders, artisanal fishermen and pastoralists Their enterprises are characterized by meager capital input, with the
busmess and the household operated as one entity  Although smallholders contribute the biggest share to the subregion's
food supply, they are wronically also the most food msecure due to poverty Because they possess meager assets if any

they are unable to cope with shortfalls in food availability The lager-scale private sector could greatly contribute to
the mmprovement of food security in the sub-region by addressing itself to the problem of rural poverty The following
15 a discussion of some areas that can be considered by potential private sector mvestors 1 contributing to the
improvement of food security i the sub-region

Technological mputs

16 One of the mam constraints to agricultural production 1s the poor supply of agricultural inputs Provision of
services to enable smallholders use technological mputs can considerably increase smallholder farm production and
mncomes For example, Ethiopia was able to attamn near self-sufficiency mn cereals during the 1995/96 production year
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largely due to significant improvements 1n the farm nputs delivery system The private sector should participate more
actively m the timely delivery of farm mputs These include supplying improved seeds and other planting material,
fertilizers, agro-chemicals, and small tools and machmery Provision of equipment for small-scale urigation for cash
crop production would also go a long way 1 alleviating rural poverty mn the dryer agricultural areas of the IGAD sub-
region

Small-scale businesses and industries

17 Creation of alternative employment opportunities for the landless laborers and rural poor by promoting small
household busmesses like bee-keeping, poultry farming, fish farming, flower gardening, horticulture, and darymg
would be an important step m improving rural mcomes The private sector could also contribute to the alleviation of
rural poverty by operating small primary processing equipment like o1l presses, mills and cotton gins  Small-scale milk
and fish processing plants could also be appropriately located mn rural areas to raise the mcomes of pastoralists and
fishing communities The outputs of these rural enterprises can then serve as raw materials for the larger secondary
processing and packaging mndustries located in the urban areas

Rural finance

18 Technology appropriation to mmprove production cannot be achieved without the support of financial
mstitutions  Lack of credit facilities at planting time 1s reported each year to limit the expansion of the acreage planted
to food crops i some of the growng areas of the IGAD sub-regton Smallholders and other rural entrepreneurs need
to have access to credit in order to improve thewr business operations and capital outlay The private sector could
consider mvesting m the operation of village banks, as another way of contributmg to the alleviation of rural poverty

23 Participation 1n internal and external trade

19 The easiest pownt of entry for the private business sector mto the food cham is at the distribution stage, because
1t 1s a typrcal commercial activity mvolving buying, transporting and selling  Food production in the IGAD sub-region
tends to be concentrated mn certain production zones, while the other areas are in deficit Also the high ramfall
vanability and localized droughts make food production highly variable within each member state There exists an
enormous potential for mternal and intra-regional trade 1n grains and other food items in the sub-region There 15, for
example, an untapped potential for exporting malt barley from Ethiopia to the brewing industries of Kenya, Uganda and
Tanzamia In planning thewr agricultural mmport/export businesses, the private sector mvestors should make use of
comparative advantage studies m dentifying the most profitable 1tems to produce and/or import m given localities and
the most cost effective trade routes to follow

20 The poor state of roads mn the IGAD sub-region 1s perhaps the biggest constramt to food trade Transport costs
are a crucial determinant of the viability of the major potential cereal trade routes, due to the long hauls involved, the
high bulk to value ratios of cereals, the poor quality of the basic transport wnfrastructure and inadequate national
transport fleets There 1s an urgent need to improve the roads connecting member states m order to reduce transport
costs and raise marketing efficiency

21 The private sector can play an important role n averting fammne i the IGAD sub-region by working in
partmership with the donor community to supply locally purchased relief food As global food aid resources have
dwindled drastically 1n recent years, there will be an increasing need for the private sector to participate more actively
in the sourcing and transportation of relief food wn the sub-region
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30 THE ROLE OF IGAD

31 IGAD Mandate

22 After nearly 10 years of IGAD's existence, 1t became necessary to refocus and expand the Organization's
mandate, functions and structure Meeting in Addis Ababa 1n April 1995, the IGAD Heads of State Summit moved to
revitalize the Orgamization and expand cooperation among member states m the following areas

. harmonization of policies mn regard to trade, customs, transport,
communications and marketing infrastructure,

. creation of an enabling environment for foreign, cross-border and domestic mvestment as well as
cooperation i and promotion of research m science and technology,

. creation of mechanisms for the enhancement and coordmation of food security, environmental
protection, and natural resources development, and

. mcreasing the capacity of countries of the sub-region mn the prevention, management and resolution
of both inter- and wntrastate conflicts through dialogue

The specific programmes and projects to be undertaken by the revitalized IGAD will be developed n a seres of sectoral
meetmgs to take place in June 1996 m Addis Ababa

32 Support for private sector contribution to food security

23 The above areas of the expanded IGAD Mandate are of prume importance to the attainment of food security
m the sub-region IGAD has been mandated to harmonize member states' policies and strategies mn the bid to attan
economic development The member state's resolve to coordinate and harmonize their policies 1s further reflected n
the Declaration of IGAD Council of Ministers on Food Security 1ssued m Nairobi in March 1996 as part of the
preparations for the World Food Summit which will take place m November 1996 in Rome

24 IGAD 1s charged with the responsibility of enhancing sub-regional trade mntegration through harmonization
of member states' trade policies and coordmate efforts to improve the marketing mfrastructure IGAD will also
spearhead the advocacy for trade liberalization i the sub-region

25 Information 1s essential for efficient marketing IGAD has started implementing a two-year Market Information
System Project for Food Security The Project 1s financed by the Government of Italy to a tune of US$ 1 5 mullion and
1t 1s executed by FAO It will support the generation of price information and a sub-regional supply and demand
analysis for the main staples i the sub-region

26 IGAD will also promote sub-regional cooperation m agricultural research and tramning to boost food production
By forging a strong partnership with the mternational community, the revitalized IGAD should be able to attract donor
support, particularly within the framework of the existing international conventions like L=6 IV and the United Nations
Convention to Combat Desertification (CCD), for implementation of its sub-regional programmes

27 It 1s well recognized that where there 1s no peace and security, 1t 1s very difficult to attract mvestors Through

IGAD, 1t will be possible to address the critical 1ssues of conflicts, which have contributed immensely to the economic
under development of the sub-region
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4 CONCLUSION

28 As a confederation of chambers of commerce and industry with the objective of enhancing private business
mitiatives through promotion of trade and mvestment i various sectors of the economy, the Eastern and Southern
African Busmess Organization (ESABO) has a crucial role to play i improving food security m the sub-region The
more the private sector plays an active role in the development of our economies, the healthier will be our
soctoeconomic well-bemng, and the more food secure will our subregion be In pursumng this endeavor, IGAD sees
ESABO as an idispensable partner
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The SEFARMS Association

The development of SEFARMS 1s conducted through association - SEFARMS Association From mception, it was
realized that if the organization was gomng to be true to itself - that 1s - achieve sustamable self reliance and at the same
time provide support to women’s effort in commercial farming, a separation of business activities and development
activities was necessary

Objectives of the Assocration

The Objectives of SEFARMS are as follows

. Pool the resources of the women together mn the buymg of farm mputs and therefore benefit from
economues of scale by bulk purchasing

. Collectively achieve market economies scale by bulk grading, storage and transport of the coffee from
our members to the market

. Through SEFARMS, create a revolving loan scheme that will provide agricultural finance through
seasonal loans

. SEFARMS become a forum for discussion on farmmg and a center for soliciting extension services
mn agribusiness - 1 form of farm management and application of appropriate technology

. Generally demonstrate that women, like thewr male counterparts, can productively manage farms
commercially and in the process contribute to their economic emancipation

Organization and Management

The association side of SEFARMS 1s run by a Supervisory Council of Directors which 1s appointed from among the
members The Supervisory Council of Directors 1s headed by the Chairperson Besides these directors, the association
has a Treasurer, a General Secretary and four specialized five-woman Commuttees The commuttees are a very umportant
part of the decision-making process The four commuttees are (1) the Membership/Registration Committee, (2) the
Development and Investment Commuttee, (3) the Audit Commuttee, (4) the Disciphine and Debt Recovery Commuttee

Membership in the Association

SEFARMS 15 a grassroots organization which was founded to support women’s efforts in commercial farmimng

Membership 1s exclusively for women in farmmg These are women who own or tend small plots of coffee and other
forms of arable crops The association 1s cooperatively owned by Associations of Women Farmers (comprised of
smallholder farmers, professional agricultural and veterinarian Women’s Associations) To date SEFARMS has over
330 member farmers - 85 percent of whom are i coffee farmmg Other farmer members are in poultry, piggery,
vegetable, cereal and dairy farming The number 1s likely to grow to more than 1000 by the year 2000

There are no restrictions m becoming a member of the association Membership 1s open to all women farmers There
15 a small annual membership contribution which all members have to pay This money contributes to the cost of
administering the association

117



Abt

Abt AssociateaIne,

In terms of geographical spread, the Association reaches out to farmers with 80 km radius of the Mbeya town In
concentration, farmers are within 2 - 5 kin apart

SEFARMS 1s a 100 percent women members managed organization Members participation 1n SEFARMS 1s through
therr associations They get to vote for the women who will be in the Council of Directors which mn turn decides on
policy and approves the activities the organization carries out and the expenditure of the mncome generated by the
demonstration farm They attend meetngs, particularly Annual General Meeting, where policies are decided Members
are also mnvolved i specific activities within the association - there are forums and programs for home economics,

health and nutrition
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Statement of Work

Strategies for Increasing the Role of the Private Sector in Enhancing Food Security in the
Greater Horn of Africa

l_)gg pose

The purpose of this Activity" 1s to help design, mitiate and facilitate the development of an African led Program' for
enhancing food security 1n the Greater Horn of Africa (GHA) The Program to be developed will identify, and begm
the implementation of, ways m which the private sector can play a sigmificant role m alleviating the important constramts
to an increased supply of food in food deficit GHA countries The Program will be African-led and result in African
solutions to sustamnable food security Extensive and intensive participation of the African private sector n this effort
will equip participants to take a more pro-active role in crafting policy reform and implementing changes in the way
they operate which will, m turn, contribute to food security More specifically the Program that this Activity will mitiate
and facilitate will a) define and prioritize the constramts and challenges affecting GHA food security that the private
sector can help resolve and b) develop strategies, 1deally with regional applicability, which mncrease the mvolvement
of the mdigenous, and to a lesser extent expatriate, private sector in overcoming food msecurity in the GHA countries
with the most serious food deficits  The focus of this Activity, and the Program it will facilitate, 1s on the enhancement
of longer term food security rather than emergency prediction and response

Background

Sustamable food security -- defined as adequate and consistent availability of nutritional food -- in the GHA can best
be achieved by the enhanced participation and performance of the African private sector m mput supply and local
procurement, processimg, and distribution of food This rationale needs to be expanded, communicated and well
understood by the parties to be mnvolved m the Program that this Activity will facilitate

While the private sector has been engaged m food production, food processing and related agribusinesses m East Africa
for many generations, the presence of various constramts combine to greatly lessen the effectiveness of 1ts contribution
to overcoming food msecunity problems mn the GHA These constramnts, which vary by country, may relate to
government policies and practices, the lack of supportive nfrastructure and mnstitutions, suboptimal operating procedures
and practices of agribusmess companies, and the difficulties of exporting to the highly competitive world market

The approach this activity 1s utilizing signifies a new way of thinking and doing busimness USAID and Greater Horn of
Africa Imtiative (GHAL) leadership 1s shifting away from a government mterventionist approach to development to one
that will concentrate support on the African private sector, operating mn a free and competitive market, as the engme for
dniving food security enhancement in the GHAI African busimesses will be taking the leadership position in setting the
GHALI food security agenda, and establishmg a market driven Program for sustamable development

The USAID/W Task Force of the GHAI recognizes the above and m pursuit of overall GHAI objectives has transferred
funding to the Global Bureau to support an Activity that will facilitate GHA Missions and other interested entities m
Africa to come together to address these 1ssues

i Activity refers to the work to be undertaken under this SoW to help African entities design, initiate, and begin
implementation of an Afiican led Program to involve the private sector n food security enhancement The Program 1s the
desired result of the Activity

12 program refers to a set of private sector food security enhancement actions which the African led business
community decides 1t wants to implement
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Basic Approach

The basic approach of this Activity 1s therefore to

)]

2)

3)

4)

5)

Develop, mn a highly consultative/mteractive manner, a rationale, approach and plan for engaging regional
agribusiness private sector participants, and to a lesser extent international agribusinesses, i food security
enhancement in the GHA An important part of this Activity 1s the determination of Mission and REDSO/E
relevant and related mterests and objectives and how these can be mcorporated into the Actrvity and subsequent
Program - to the extent possible within the established level of effort

Organize and facilitate the work of African, multinational and American entities wnterested m Program
objectives so that a consensus and responsibility allocation can be reached regarding the detailed objectives
and implementation methodology of this Activity and the subsequent Program Examples of these entities
mclude (a) African - local Chambers of Commerce, American Business Associations, and government
agencies, reglonal entities such as IGAD, the East and Southern Africa Busmess Organization (ESABQ), and
NGOs, (b) multnational - the World Bank/IFC, UNDP/UNIDO and PVOs, and (¢) American - USAID
Missions, REDSO/E [including FEWS and the Regional Trade Study], USAID/W, Foreign Commercial
Service (FCS), and Foreign Agricultural Service (FAS) An important part of this task will be to understand
the above enttties current mterests and efforts as related to food security enhancement, especially the role of
the private sector therem, and how those can be harmonized with this Activity and the subsequent Program

Assure that this Activity and the subsequent Program are African led and that inttiatives for further research
coordmation or action plans have the full support of and will be primarily mmplemented by GHA based
mndividuals and organizations

Help USAID Missions, REDSO/E and FCS Nairob1 and other participating entities further mvolve and elicit
from the African private sector what they view as (a) therr areas of responsibility for enhancing long term food
security and (b) the constramnts (e g , policy, technology, mfrastructure, mstitutions) that need to be alleviated
for them to play an active and effective role in domng so

The expected results of the Program for which this Activity 1s the first step are the

(@) wdentification and prioritization of the constraints to private sector participation n enhancing food
security in the selected countries

(b) development and recommendation of strategies for African private sector led alleviation of these
constrauits,
) wdentification of private sector companies - mdigenous and to a lesser extent expatriate - willing to

expand their presence and mvestment in the selected countries, and determination of therr interest in
participating m the implementation of the strategies developed mn (b) above, and

(d) determination of the extent to which the strategies developed can be regionalized, 1 ¢ applied to other
GHA countries

Therefore, this Activity will facilitate the mvolvement of the Afiican private sector, African mstitutions

associations and governments, USAID Missions, REDSO/E and FAS m the mitiation of an Africa led Program
for accomplishing these objectives
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The extent to which the Program will be developed and the early stages of implementation begun as a part of this
activity 1s dependent on the level of effort required for Program organization, mitiation and facilitation

Implementation Steps/Tasks

In close collaboration with other participants, the contractor will

1y

2)

3

4)

5)

6)

Review, and discuss with Washington based GHAI and Food Security as well as Mission and REDSO/E staff
(a) research work they have done on food security in the target countries and i the GHA generally, (b) the
potential role of the private sector therem and (c) previous communications and discussions with African
mstitutions and governments on GHAI food security and the role of the private sector Determune Mission and
REDSO/E mterests m and plans for food security enhancement and the extent to which their interests and plans
can be oriented and harmonized mto this Activity and the Program bemng developed After these discussions
finalize a work plan and staffing pattern for the study

Review and extract lessons learned from Mission, REDSO, USAID/W, FCS, FAS, other donor, and local
government documents not previously evaluated regarding food msecunty, mcluding the reasons for and plans
to alleviate same The major focus of this phase will be on the three target countries, 1 ¢, Tanzania, Kenya and
Uganda, but the secondary research will mclude a review of highly relevant documents regarding other GHA
countries food security Programs and food security success stories elsewhere 1n the developing world

Using primarily secondary sources, develop a rationale for the mvolvement of the private sector m food
secunty enhancement as well as some understanding of the optimal roles of the private and public sectors m
food security enhancement Prepare a report on the food security situation 1n each selected country, a “cross
cutting findings and 1ssues” report and the rationale report Circulate the secondary research reports for
comment and enhancement

Identify the most qualified available local consultants - with the assistance and counsel of the entities
mentioned mn 2) above

Prepare a set of field work objectives and mterview guides for review by the entities mentioned n 2) above,
as well as the selected local consultants Once the objectives and guides have been agreed upon, the best
sources of mformation will be 1dentified and the local consultants will begin making appomtments Field
mterviews will be carried out by a team of mternational and local consultants

Announce and explan the Activity and Program at the ESABO Conference scheduled for 13, 14 May
Nairobt

With the assistance of GHAI REDSO/E and Mission staff, identify mndividuals from the private sector, local
mstitutions and local governments 1 each of the selected countries as well as regional entities such as IGAD,
that have an interest in providing mput mto Program development, design and implementation Contacts from
the ESABO Conference will also be utilized

An mportant part of this task will be to determimne each non-USAID entittes’ interest in and plans for food
security enhancement and how their interests and plans can be harmonmized with this Activity and the Program
bemng developed

Form these mdividuals, mcluding interested USAID and FCS managers, wto a Private Sector/Food Security
Advisory Group to help develop and implement the Program One group will likely be formed mn each country
as well as one for the region An existing local entity will be substituted for the Advisory group iIf one 1s
1dentified that 1s both mterested and believed to be fully capable of supporting Program implementation
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8)

9)

10)

1)

12)

13)

Hold mterviews/discussions 1 each of the selected countries with knowledgeable persons mn the private secior,
donor, foreign government, local government and NGO/PVO communities about (a) causes of food msecurity,
(b) what has been done/learned, (c) ongomg or planned programs/solutions, (d) how the private sector can
support existing or planned programs and (e) the constraimnts to increased private sector participation  food
security enhancement Local associations such as the American Busmess Association of Kenya, the
Agribusiess Association of Kenya and regional entities such as the ESABO and will also be mterviewed
More mmportantly, determme each entities views on and 1nterest i participation m an African led Program for
involving the private sector in food security enhancement as well as how this can be best mitiated and
mmplemented

Prepare an mterim report on Activity progress, prospects and challenges as well as the plan for establishing
and sustaming the anticipated African led Program

Conduct additional field work mn the selected countries to (a) further develop the Program plan, (b) begin the
formulation of specific components of the Program to mvolve private sector companies n food security
enhancement and (c) identify and consult with specific ndigenous and expatriate private sector organizations
and firms to confirm their participation n the Program

Based on the above highly consultative and African led activities, propose the optimal Program for
accomplishing the established objectives, especially how the Program can become sustainable with little or no
additional USAID GHAI support This may mvolve soliciting the support of entities such as the World Bank
and determining how the proposed Program can be tied into aiready established and funded REDSO/E and
USAID Mission Programs Review the suggested Program with the Advisory Group and other high-potential-
for-participation entities and get thewr suggestions for enhancement and commitment to support the final
version

Assess the extent to which the Program can be regionalized and how Mission, REDSO, FCS and other
participating donors and agencies can target their new programs to help resolve the constramts that must be
alleviated for the African private sector to be more effective 1n developmmg market driven solutions to long term
food security

Hold a conference within the GHA to report the findings of the Activity and progress of the Program as well
as how donors, agencies, local governments and others can support the Program

Write a final report for dissemination to the Advisory Group, REDSO/E, USAID GHA Missions, USAID/W
and other mterested parties discussing the Program that has been developed and suggesting how 1t can be best
immplemented by Africans, mcluding how the challenges to 1ts success can be overcome

Deliverables

1)
2)

Weekly oral reports/updates from the project manager to a designated GHAI executive

Five copies' of a Work Plan based on discussions/communtcations with USAID Washmngton, Mission, and
REDSOVE staff and the preliminary results of the secondary literature search The Work Plan can be finalized
when a) the extent to which existing or “under development” Programs and plans can be used as the basis for
linking the private sector to food security enhancement 1s understood and b) agreement 1s reached on the extent
to which Mission and REDSO/E interests and objectives will be mncluded in the Activity

B Copies to GHAI/W, REDSO/E Tanzania, Uganda and Kenya Missions
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3) Five copies of the rationale, a synopsis of the secondary literature search results for each selected country, and
the prelimmary cross cutting 1ssues

4) Five copies of a draft interim report on the progress toward developing a Program for increasing private sector
mvolvement in enhancing food security Thus report will also include any suggestions for modifications mn the

Activity and/or Program design that are believed necessary to inprove results

5) A conference to be held within the GHA to report the findings of the Activity and progress of the Program as
well as how donors, agencies, local governments and others can support the Program This conference will also
launch the Program and fully transfer 1t to the African private sector

6) Fifteen copies of a final report responsive to Activity and Program objectives

Timmg

It 1s anticipated that this Activity will take approximately 24 weeks from agreement on the SoW, mcluding mcorporation
of Mission and REDSO/E mterests and objectives, until draft final report delivery The mitial TDY will begin on 6 May
with two weeks n Kenya (6 may - 18 May) and one week mn Uganda (20 - 25 May) The second TDY will take place
the last three weeks of June and will involve two weeks m Tanzania (10 - 22 June), one week in Uganda (24 - 29 June)
and will end with a de-briefing i Nairobi on July 1 and 2

Consultant Specifications

Private Sector Specialist #1 Significant East Africa expertence, direct private sector experience, USAID consulting
experence, good facilitation capabilities, successful experience as a field team leader, ability to work with high levels
of government and private sector organizations, computer literate, good writing skills

Private Sector Specialist #2 GHA resident, direct private sector experience, USAID consulting experience, some
experience i GHAI food security, good facilitation capabilities, ability to work with high levels of government and
private sector organizations, computer literate, good writing skills

Private Sector Advisor Extensive private sector and government contacts at sentor levels, able to coordinate and
effectively work with a wide vaniety of mmdividuals from many different countries and organizations
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