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Development
assistance
alone isn’t
enough
to unlock
agricultural
growth.

Introduction
A decade ago, in the wake of the unprecedented 2007-08 global food price
spike, the leaders of G8 countries signed the L’Aquila Declaration on global
food security. The declaration was accompanied by the L’Aquila Food Security
Initiative, an effort to increase agricultural productivity and improve food
security through some $20 billion in targeted assistance over three years.
Much of the money and attention focused on Africa. Seen as the one
remaining high potential region for agricultural development, hopes were
placed on Africa to increase crop production and help stabilise global food
prices, while improving food security in sub-Saharan markets. After years of
neglect, agricultural development was suddenly in vogue and seemingly with
good reason: 80% or so of Africa’s working age population is dependent
on agriculture for their livelihoods – waking this ‘sleeping giant’ of the subSaharan economy would surely kick-start broader economic growth.
Since 2009, billions of dollars in donor funds have indeed been poured
into Africa’s agricultural sector. But genuine agricultural transformation – a
transition from predominantly rain-fed subsistence agriculture to a more
commercial, productive agri-food system – has been slow to materialise.
While many countries across Asia and Latin America that had a similarly low
level of agricultural development to that of sub-Saharan Africa in 1970 have
today transformed agriculture into an engine of growth, the majority of African
countries have not.
Development assistance alone isn’t enough to unlock agricultural growth.
That much is now clear. But what other ingredients are required? Suggestions
have come thick and fast in recent years as frustration builds among donors,
multilaterals, governments and investors. Our intention is not to repeat
conventional wisdom here, but rather to share our first-hand experience and
observations as advisors to agricultural investors across a range of African
markets over the past decade.
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It’s the politics, stupid
The first lesson we draw is that political commitment is a – if not
the – key success factor in bringing about the changes necessary
for agriculture to thrive. Unfortunately, much development
assistance fails to achieve impact due to an assumption that
robust, durable political support exists to enact complex reforms,
overcome vested interests, invest money from state coffers in
the right areas, and drive coordinated policy implementation.
Often it simply does not. Instead, governments commit at the
rhetorical level - through polished agricultural development
plans, ghost written by donors - to liberalisation and the removal
of trade barriers, but the gulf between commitments on paper,
and implementation on the ground, is vast.
Where political will is lacking, there is no easy solution. External
development partners must recognise their direct role here is
limited – after all, whose role should it be to create political support
for actions that would unlock inclusive agricultural growth? We’d
argue this should be the role of the beneficiaries of such growth,
i.e. citizens and voters involved in primary agriculture. However,
farmers and rural communities are generally the least equipped
to advocate for their interests towards their elected leaders,
not least because dysfunctional regulatory environments force
a huge number (the majority, we believe) of farmers and smallscale traders into the burgeoning informal sector, making
dialogue with government harder. Here, there is an indirect
role for well-considered development programmes in sharing
advocacy skills with communities that lack these.

A further question is why political will is so often absent. The
broad-based benefits of agricultural development are well
documented – self-evident, surely. Yet our experience has
shown – firstly – that the benefits to politicians of taking
difficult, pro-growth policy decisions in agriculture are
often longer term, and can be outweighed by shorter term
electoral considerations.
As a result, many African economies remain stuck at a damaging
mid-way point between state control (through government
ownership of production and marketing) and liberalised
agricultural markets (where the government is more an
enabler of, and less a participant in, the marketplace). Instead
of creating an enabling environment for the private sector to
flourish, politicians continue to intervene sporadically on a
discretionary basis in agricultural markets, especially during
election cycles and at times of heightened food prices or
shortages. This is especially true in food deficit countries,
where political elites are perennially torn between the desire to
boost domestic production by protecting local farmers, and
the need to import cheap food to ensure price stability and
food security.
This incomplete liberalisation agenda is a ‘worst of both worlds’
situation, whereby the state has partially withdrawn from direct
trade but still intervenes unpredictably – though price controls,
stock releases from national food reserves, large-scale nontargeted subsidies, or import and export bans – in ways that
generate uncertainty and choke off investment by agri-businesses.

Examples of short-term political priorities that can trump commitment to long-run agricultural
reforms include:

Allocation of budget to
more immediately visible
areas, such as large-scale
infrastructure projects, or
agro-input subsidies that put
money immediately into voters’
pockets even while they distort
markets and farmer incentives
longer term.

The need to support political
patrons and ruling party
donors, who may have a
private commercial
interest in maintaining
anti-competitive policies.

A preference to postpone
implementation of policies
rather than expend political
capital on the tricky
reforms required to boost
private investment, such as
land reform.

3

Vested interests and perverse
incentives
A second, more subtle reason why political
commitment is lacking is that trade
barriers and policy uncertainty are not
harmful for everyone.

state tenders or guaranteed purchase arrangements, timelimited tariff-free import windows, and arbitrage opportunities
created by pricing and market information asymmetries.
Dysfunctional value chains hurt farmers and consumers, but
for a select few this inefficiency is the oxygen needed to keep
opportunities for private gain through corruption open.

In several of the African agricultural markets we have worked in,
small groups of politically-connected agri-traders, brokers and
processors benefit directly from the arbitrage opportunities
created by regulatory uncertainty, while a much larger group
of stakeholders (farmers, agri-businesses and consumers) are
marginalised or disincentivised. This ‘insider cartel’ of politicallyconnected actors benefits from regulatory flux as it enables
cartel behaviour and collusion. Insiders with prior knowledge
of government interventions are able to benefit from selective

For external development actors and investors, there is again
no easy solution. A useful starting point, however, is to develop
a strong understanding of who the reform ‘losers’ are – those
likely to block reform – before committing donor funding,
and to ensure that programming is cognizant of this, and
implemented in a politically-smart way. We also see value in
identifying and supporting ‘reform champions’ in government
to shift policy decision-making in key areas (for instance, in
relation to agricultural subsidies, price controls, and import/
export bans) to a more evidence- and rules-based approach.
By removing individual discretion and scope for ad hoc
decision-making, opportunities for collusion or corruption can
be partially closed-down.

Success factors for agricultural
transformation

are few, if any, examples of countries that have succeeded in
transforming agriculture without substantial increases in public
investment into the sector.

It isn’t all about politics, though. Knowledge and experience of
agricultural development, and how best to pursue this in each
specific market context, is often lacking in government. Further,
agriculture remains an undesirable activity for many urban
dwellers and government officials: farming is often associated
with poor, under-educated rural lifestyles left behind. Hence,
to encourage young people to become agro-entrepreneurs,
mindsets must also change.
Below, we outline the success factors common to countries that
have made tangible progress in agricultural transformation,
such as Ghana and Ethiopia. In the opening sections of this
briefing we have focused on donor funding, but below we
address a more important part of the funding equation: how
resources mobilised locally are deployed.

Targeted public investment
In 2004, the Comprehensive African Agricultural Development
Programme (CAADP) proposed that African countries allocate
10% of their total annual budgets toward boosting agricultural
productivity. This commitment makes sense given that there

However, this is a blunt measure. A narrow focus on the
percentage of national budget spent on agriculture risks
ignoring the importance of the quality and the focus of
spending. There are plenty of examples of an increased spend
failing to result in transformational impact – input subsidy
programmes are a case in point, with Malawi’s fertiliser subsidy
experience offering a stark example of how much money can
be spent in a manner that fails to achieve sustainable impact.
Similarly, Burkina Faso regularly spends 10%+ of its national
budget on agriculture, yet it is almost all absorbed by the
cotton industry, with a limited impact on wider agricultural
transformation or indeed on food security.
Public investment makes the biggest difference when it is spent
on improving farmer knowledge of locally-relevant techniques
and technologies through extension services; research
and development to develop inputs and innovative
agricultural technologies that support productivity
increases in the specific environmental, climatic and
topographic contexts of each country; and on
critical market infrastructure for
storage and access to
markets.
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Irrigation systems also consistently deliver a significant improvement in agricultural productivity where they have been introduced.
Public investment alone isn’t enough, but it’s an important
piece of the puzzle, and well considered public investments are
also a good indicator of the level of political will to transform
agricultural systems. Ethiopia is the most instructive example
of this in the sub-Saharan context, where strong political
will, leadership, and public investment have contributed to
consistent growth in agricultural GDP over the past decade
(albeit from a low base). By contrast, in Tanzania, a long-time
darling of the agriculture-focused development community,
government neglect has left ambitious donor-funded
initiatives such as the Southern Agriculture Growth Corridor
of Tanzania (SAGCOT) partly hamstrung. Under the Magufuli
administration, Tanzania’s agriculture ministry receives less
than 1% of the national budget, leaving the ministry in survival
mode, dependent on discretionary support from the executive
(until 2018, the ministry’s primary revenue source was export
levies from cashews, but these funds have now been redirected
to central government).

Supportive policy context
In our experience, policy implementation – and consistency
of implementation – is often the missing ingredient. Many of
the countries we work in have broadly supportive legal and
regulatory frameworks for agricultural development, but are
failing to implement them for a range of reasons, including
limited resources, challenges of coordination across multiple
government departments (each often protective of their own
mandates), and the lack of incentive to implement changes
that can create short-term difficulties (such as removing
nuisance taxes that supress agricultural trade but enable ‘rent
scraping’ by local officials).

The most important policies involve pricing, tariffs and taxation.
These vary by country, and there is no one-size-fits-all policy
solution that will support agricultural transformation across
all country contexts – different supply and demand dynamics
for each agri-sector and geography mean that optimal
price stabilisation and tariff regimes will differ. That said, we
have seen time and again that transparency, openness and
predictability are the core, common features of all countries
that have achieved agricultural transformation.
Land is a further core focus for policy change. Land reform
is required across many African markets, with land rights
currently unclear, undocumented, and subject to the informal
influence of traditional authorities in rural areas. Investors
regularly find that available land that is allocated to them by
central government is in fact occupied or used by people who
may not hold titles to the land, but nevertheless rely on it for
their livelihoods.
Such situations lead to conflict between local communities and
investors, and suspicion and mistrust of both government and
private investors in agriculture. In some countries – Senegal
and Ghana notably – the process of accessing rights to land
for agricultural investment is byzantine in complexity, involving
protracted negotiations with multiple local, village-level
stakeholders, as well as national government.

Access to markets
Market access is another critical success factor in creating the
incentive and security for farmers to invest in increased production.
This access is dependent on a mix of policies and infrastructure.
Consistency in trade policy is important for producers and
investors alike. Tanzania, in particular, has damaged investor
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confidence through the periodic introduction of export bans
for staple crops (imposed nearly every year over the past
half-decade), to the detriment of farmers and traders who
suddenly lose access to markets and suffer downward pressure
on domestic prices, sometimes forcing them to sell at a loss.
Similarly, an abrupt decision to temporarily remove import
tariffs – sometimes driven by collusion between state officials
and politically influential importers – can upturn domestic agroindustries overnight, with local farmers undercut by a flood of
cheap rice, sugar or maize dumped from the global market. This
has been a recurrent theme in both Kenya and Tanzania over
the past decade, with import waivers occurring most frequently
during pre-election periods, when a desire to appease powerful
local business interests and urban consumers can override
regard for the impact on domestic agriculture.

Supporting structures for investors
Public financing is insufficient for the range of investments
required to drive transformation of the agriculture sector and
to create a thriving, commercial sector.

Investment and participation by the
private sector – both domestic and
international – is key for bringing
know-how and flexible financing.

Too often, though, investment commitments have not
materialised. Many of the Letters of Intent signed by companies
to invest through the Grow Africa initiative of the World
Economic Forum (WEF), the New Partnership for Africa’s
Development (NEPAD), and the African Union (AU) have
languished. There are multiple reasons for this, but the key issue
is that international investors still consider African agriculture
too risky and complex to justify large-scale investments that
may take a decade or more to break even.
There are plenty of cautionary tales to justify this concern.
Returning to the Tanzania example, a case in point is the 2017
withdrawal of Swedish investor, Agro EcoEnergy, from its
planned investment in Tanzania’s sugar sector after 7+ years of
stalled negotiations, largely due to land disputes and related
difficulties in government engagement. Another large-scale
investment in Tanzania, Kilombero Rice Plantations, has been
loss-making for years despite substantial donor support, due in
part to harmful government actions, such as ad hoc exemptions
on import tariffs for cheap Pakistani rice. On the other side of
the continent, in Senegal, we recently assessed the case of a
French investor in the groundnut sector which fell foul of the

preferential
treatment
accorded to local
Marabout religious
leaders, who hold
significant interests in
the sector, resulting in the
near collapse of the company.
Investor perceptions of risk
generated by such experiences is
exacerbated by the dearth of reliable
data on the sector to support informed, riskadjusted investment decisions.

Access to finance
In some markets, growth is being driven by domestic
entrepreneurs, investing locally-raised capital in medium-scale
farming or processing activities. Recent research funded by
USAID found that in Ghana, Nigeria, Tanzania and Zambia, the
value share of national agricultural output accounted for by
medium-scale farms rose rapidly between 2000 and 2016, with
medium-sized farms accounting for half of the value of national
marketed agricultural production in some countries.
This positive development bodes well for the sustainable
development of a commercial agribusiness sector. The success of
such investments is often underpinned by the local knowledge,
entrepreneur-government networks and market understanding
that local investors (by contrast to foreign investors) inherently
possess. However, this cohort of agro-entrepreneurs may
struggle to achieve scale. Over the past year, we have spoken to
numerous CEOs of local, medium-sized enterprises across the
region, who have clear demand, proven business models, and
can clearly articulate the growth opportunity for their business
but simply cannot access affordable finance to scale-up and
deliver on this opportunity. This is the “missing middle” that is
so often referred to in development finance circles – too big for
microfinance, too small for commercial banks.
Throughout this briefing we have cautioned against overreach
by external development partners. In some areas, outside
partners are powerless to effect change with money alone.
But, in our experience, helping to de-risk agricultural projects
led by this community of local entrepreneurs at pre- and postinvestment stage is an area where smart external interventions
can make a real difference.
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By switching the focus away from smallholder-focused
programmes (which, absent of aid money, may not be
sustainable) in favour of supporting investment readiness
for credible local agri-businesses, we believe development
partners can have greater long-run impact.

There is no shortage of funding for African
agriculture: what’s lacking is the right mix of
patient and concessionary capital, tailored
insurance products, investment guarantees,
and technical assistance, to make more agribusinesses investable and scalable.

A nuanced picture
Tough lessons have been learned regarding the barriers to
agricultural growth in Africa over the past decade. Early optimism
has been tempered with a more nuanced understanding of the
investment context, and the true conditions for success.
Political commitment is so central to success in the sector that
an ability to gauge its existence must form part of the toolkit
for investors and development partners alike. Political will
may be hard to quantify, but there are indicators to look out
for, including the existence of a viable and well-resourced
agricultural strategy at national level, with a clear role for the
private sector; leadership and widespread buy-in at the most
senior levels of government, combined with a strong intergovernmental coordination capability, demonstrated through
successful implementation of key agricultural policies; as well
as a proven willingness to pursue politically sensitive reforms
that support the sector.
Developing a clear picture of these indicators, and the political,
social and commercial context to them, requires granular local

A related focus area, we believe, should be providing support
to large-scale ‘anchor’ agricultural investors in the form of data
and market information, partner identification, and a channel
for dialogue with key government stakeholders. These
larger, typically global, investors can then create onward
linkages to domestic agri-business partners. The Ethiopian
Agricultural Transformation Agency (ATA) has played this role
successfully, helping to get greenfield projects off the ground,
in addition to its important broader remit in coordinating and
implementing key tenets of the government’s agricultural
development strategy. No other regional economy has
successfully replicated this structure for both supporting
investors and driving coordinated implementation of the
national agricultural strategy.

insights generated through access to local networks. Publicly
available assessments – often in the form of reports funded
by the development community – are helpful but often take
rhetorical commitments and paper pledges at face value,
painting an over-optimistic narrative, in our experience.
We believe there is unparelled opportunity for African
agriculture to generate inclusive economic growth alongside
positive returns for investors. However, agriculture remains
one of the most challenging sectors to successfully invest
in given its complexity, long-term investment horizons, and
heavy dependence on a range of supportive policies and
public investments, which ultimately require any investment
to become, in effect, a multi-stakeholder partnership if it is
to succeed.
The picture is far messier than the simplified African agriculture
narrative promoted over the past decade. The scope of the
opportunity is vast, but only for those willing to take a long-term
view, build broad coalitions of support, and develop a granular
understanding of how market and political dynamics work with
the specific local context.
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