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1. INTRODUCTION

The high food prices across Africa are the outcomes of
broken food markets which fail to address the impacts of
climate change and deliver increasingly unhealthy results
for households and communities. Countries face a ‘double
burden of malnutrition’, that is, high levels of obesity
alongside stunting and wasting (Reardon et al., 2021). Food
is expensive — prices in African cities have generally been
much higher than in other developing regions of the world
(Allen, 2017; Nakamura et al., 2016).

COP27, being held in Egypt in November 2022, must
prioritise development, investment and inclusion in healthy

markets to reverse this trend.

While Russia’s invasion of Ukraine has caused global
food price increases, the food price hikes in many African
countries, including in East Africa, have been much greater
than the global increases. International maize prices
increased by 40% to a high of just over US$360/t in March
2022. However, bulk maize prices in Kenya have more than
doubled over the first half of the year to historic highs of
well over $600/t by July 2022 and, on some measures,
were over $700/t. This flowed through to prices of the main

staple, maizemeal.

The extreme drought in the Horn of Africa and East Africa
and the availability of imports is behind extreme food price
spikes in these regions. However, Africa includes some of
the best areas in the world to sustainably expand food
production, including regions in East and Central Africa. The
fact that African countries are reliant on imports, despite
this potential, points to the need to analyse how agri-
food value chains and markets are working in practice. We
must assess market outcomes against the rapid, major and
systemic economic changes required at the local, national

and global levels to respond to the climate emergency.

The Russia—Ukraine war has impacted on fertiliser prices,
which increased in the second half of 2021 on the back of
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spiking gas prices, anticipating the invasion. This has already
had an effect on African farmers’ planting in 2022 with, for
example, reductions in fertiliser-intensive maize in South
Africa and Zambia and more soybeans being planted. It
points to the need to ensure fair prices to farmers to cover
higher costs and the need to move to regenerative farming
methods not reliant on fertiliser. However, fertiliser use is

already low in most African countries.

Food supply is estimated to account for around a third
of greenhouse gas emissions (Crippa et al, 2027).
African countries, however, are responsible for negligible
emissions and yet face urgent challenges of adaptation
to global warming and extreme weather events which
threaten production. Areas in the continent are climate
'hotspots’ where temperatures are increasing above the
global average and rainfall is projected to decline further
(Engelbrecht and Monteiro, 2021; IPCC, 2021).

A just transition must address the adaptation challenges
of African countries while also moving food systems to a
sustainable footing with lower emissions. These changes
all work through market mechanisms, which are poorly
understood. In addition, agri-food markets are highly
concentrated at important levels from inputs through to
trading and processing, which means that market outcomes
are largely the result of the decisions of a small number of
firms. We need to understand, and engage with, the firms
that control these markets. What small and medium-scale
farmers, who account for the great majority of important
crops such as maize, get for their production depends on
the costs of inputs and the prices they receive for their

produce.

Through a focus on key staple foods in East and Southern
Africa (ESA), we explain why prices have spiked so high in
cities such as Nairobi and why this is the result of markets
which are not working well for farmers across the region.

We propose an agenda for action for food security to
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change the trajectory (Figure 1). This must address the  Civil society groups need to mobilise across the continent
interconnected and concentrated agri-food value chains  to pressurise governments for an international package
and empower groups with limited resources through of rules to change how markets work, to ensure healthy,
inclusive and fair processes to ensure healthy markets.  inclusive and sustainable outcomes.

FIGURE 1: UNLOCKING FOOD MARKETS IN EAST & SOUTHERN AFRICA

CURRENT PATH
Rapidly worsening:

« import dependency
« vulnerable to climate change
« growing demand with urbanisation

Healthy markets:
« resilient & sustainable
« create & capture value
UNLOCK » meet food needs & export

» East & Southern Africa region has good soils, land availability & growing conditions
» One of the best places in the world to expand output sustainably & inclusively

Source: Compiled by authors
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2. AGRI-FOOD MARKETS,
CONCENTRATION AND THE
GOVERNANCE OF VALUE CHAINS

The four key food security pillars of availability, access,
utilisation and stability need to be broadened to include
agency and sustainability if we are to incorporate key
characteristics of the production and markets which realise
these outcomes (Clapp et al., 2021). The importance of
small-scale farmers and food producers means that their
ability to compete and the sustainability of their production
is essential to realising food security, as is the ability of
people to exercise agency to make informed choices about
what they consume. Smallholder farmers produce 80% of
the food in sub-Saharan Africa, while Africa has a quarter
of the world's arable land and yet produces just 10% of the

world’s agricultural output.'

The potential, and indeed imperative, for sustainable agri-
food systems to be at the centre of a just green transition
in Africa is being recognised (e.g. AGRA, 2021). The
agricultural sector is key to fostering economic growth,
reducing poverty and improving food security across the
continent. How to achieve this is much less well understood,
especially with regard to regional markets and value chains.
Rapidly expanding urban populations mean growing food
demand and shifts to more meat and fish, as well as more
processed foods (Reardon et al, 2021). Meeting this
demand means considering where there is abundant arable
land and good water availability, which may be across
borders. In addition, the increased frequency of extreme
events such as droughts, heatwaves and floods, alongside
overall warming, means greater localised and regional
supply shocks (IPCC, 2021; WMO, 2020). Africa in general
is particularly vulnerable to climate change impacts as the
continent largely depends on rain-fed agriculture and has

little investment in water management and irrigation.

The continental challenges are evident in ESA, which
records a food deficit and import dependence despite
good soils, land availability and growing conditions in
the region (Nsomba et al., 2022). ESA is one of the best

places in the world to expand production sustainably and
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inclusively, even while including climate ‘hotspots’ (Annan,
Conway and Dryden, 2015; Engelbrecht and Monteiro,
2021). The issues in agricultural markets transcend national
borders; however, intra-African trade has only been rising
slowly. Furthermore, steps are required to improve regional
trade and expand production to build more resilient African

food value chains.

There has been a ‘quiet revolution’ taking place in trading,
logistics and processing in many African countries, with
the expansion of global agri-food companies (Reardon,
2015; Swinnen, 2015). At the same time as larger-scale
operations and greater coordination of activities, there
has been increasing concentration and governance
over international value chains. It has been part of an
international trend, as we discuss below, and poses
particular questions for the ESA region. Recent analyses
and available data have pointed to markets not working
well for smaller farmers in Africa, who receive poor
prices, in part due to high volatility (Baulch, Jolex and
Mkandawire, 2021; Bell et al.,, 2020; Bonilla Cedrez,
Chamberlin and Hijmans, 2020; Ochieng, Both and Baulch,
2019; Sitko, Burke and Jayne, 2018). Poor information and
high apparent levels of concentration at different levels,
from input supply to trading and processing, reinforce
questions which have been raised about the nature and
effectiveness of competition in agricultural markets
(Swinnen, 2020; Vilakazi and Roberts, 2019).

Global value chain context

Key markets at different levels of agri-food value chains
are dominated by a relatively few companies. From seeds
and other farming inputs through to trading, processing
and retail, there have been very substantial increases
in concentration globally over the past two decades
(Clapp, 2021; HLPE, 2017; Howard and Hendrickson, 2020;
Klerkx and Rose, 2020; Roberts, 2019; Swinnen, 2020;
Torshizi and Clapp, 2021). This means that a handful of
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transnational corporations now account for the majority
of supply of inputs, trading of agricultural commodities
and production in many important categories of food
products (Clapp, 2021; Folke et al., 2019; Roberts, 2019).
The strategies and decisions of these companies shape
markets, including the participation of smaller producers

in them.

The concentration internationally is partly due to the
large number of mergers, which has seen the expansion
of global giants in agrochemicals, trading and meat
production. There are also concerns about common
ownership dampening competitive rivalry further in
concentrated industries (Torshizi and Clapp, 2021). The
wave of mergers was almost all approved by competition
authorities, some with conditions (see Clapp, 2017). The
merger decisions broadly reflected the evaluations made
at the time that the balance of arguments was in favour of
the claimed efficiencies when set against the likely harm

to competition.

For example, in agrochemicals, the top four firms combined
account for two-thirds of global sales (Howard and
Hendrickson, 2020; Shand and Wetter, 2019). There are
also high degrees of overlap with seeds - Bayer-Monsanto,
ChemChina-Syngenta and Corteva are all in the top four
in both seed and agrochemicals categories. Seven major
traders account for a substantial proportion of global
agricultural commodity trading and have progressively
extended their operations in developing countries (ETC,
2019: 16).2 Farmers have therefore become increasingly
reliant on a small group of suppliers and buyers, which may
be the same companies. It is important to recognise that
there are networks of relationships between global and
regional companies. In agro-commodity trading, the major
companies are integrated upstream and downstream, such
as into feed and meat production, including in many African
countries (Blas and Farchy, 2021).

The major transnational corporations effectively
govern the global and regional value chains. Food
systems transformation therefore needs to engage
with concentration and integration if it is to address
sustainability and inclusion together, through deliberately
reshaping value chains for food security, resilience and
health. As climate change intensifies production volatility
and supply chain disruptions, it means that shocks can
be exploited by firms with market power, exacerbating
the negative impact. Conversely, regional markets which

work well can dampen local shocks through competitive
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and efficient regional trade flows from other parts of the

region where there is good weather.

The global levels of concentration are reflected in ESA. In
the supply of grain seed in South Africa, concentration is
among the highest in the world as four or fewer companies
account for almost all sales of maize, soybean and sunflower
seed (CCSA, 2021; OECD, 2018). There is a similar picture
in agrochemicals, globally and in African countries. There
has been expansion of multinational trading companies,
which some expected to improve market efficiencies across
the region albeit while noting concerns about market
concentration (Sitko and Chisanga, 2017, Sitko et al., 2018).
Concentration levels in processing of key staples appear
high across ESA and have increased through mergers
(Nsomba et al., 2022). Collecting better data to analyse the
concentration levels and links between the major corporate
groupings is an important gap that needs to be filled.

East and Southern Africa:
Climate impacts and implications

Southern Africa is identified as a climate change hotspot,
with the temperature increases predicted to be double the
global average and rainfall to decline further (Engelbrecht
and Monteiro, 2021; IPCC, 2021). While the south of the
region will also become progressively drier, the central

parts of ESA will continue to have good average rainfall.

The El Nifio Southern Oscillation (ENSO) is one of the most
important weather phenomena. It is characterised by three
states — ‘El Nifo’, ‘La Nifia’ or 'neutral’. El Nifio is a warming
of the central to eastern tropical Pacific Ocean, with drought
in Southern Africa while inducing heavy rainfall and floods
in East Africa. In 2015/16 it brought the worst drought in 30

years to Southern Africa.

La Nifa is the opposite of El Nifio, with cooling of the
central to eastern tropical Pacific Ocean. Under the La
Nifa weather cycle in place from 2020 and expected to
continue to 2023, East Africa and the Horn of Africa are
currently experiencing the worst drought in four decades.
There have been poor rains in areas such as the north and
east of Kenya, even while there are good conditions in west
Tanzania and Zambia (Figure 2). Brazil has also faced the
worst drought in close to a century, while extreme weather
in the USA and Canada has seen heatwaves, tornadoes and
wildfires. The climate change impacts have compounded
the effects of Russia’s invasion of Ukraine, with food prices

in East Africa spiking far above world prices (discussed
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FIGURE 2: GLOBAL GRO DROUGHT INDEX FOR THE ESA REGION
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Source: Global Gro Drought Index (GDI), Gro Intelligence, as at 30 November 2021. The GDI measures drought severity on a scale from “0” (yellow) no

drought, to “5” (red) or severe drought.

in section 3). In Kenya, shortages of maize and the costs
of importing have seen small-scale millers closing and an

escalation in the staple maize flour prices.?

The situation in East Africa should serve as a warning
to Southern Africa of the events that will unfold in the
region in the next El Nifio cycle, which will likely be much
worse than the one that brought the drought of 2015/16.
Meanwhile, the overall warming continues. The 1982, 1997
and 2015 El Nifo cycles were each identified as ‘super’,
breaking new average temperature records and triggering
catastrophic natural disasters, including severe drought in
Southern Africa (Rao and Ren, 2017).

Improved

intra-regional trade through broader and

deeper markets is therefore essential to mitigate the risks
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associated with climate change. When one part of the
region experiences poor weather impacting negatively on
production, other areas continue to have good conditions
for production. Realising the potential gains from better-
working agricultural markets also entails supporting
smaller farmers and producers and enabling climate-smart
agriculture that adapts to the effects of climate change
and severe weather patterns (AGRA, 2021).
competition is essential along with intra-regional trade

Regional

and investment in regional food production systems and

markets to meet the climate challenges.

Across the region investments are required in water
management, irrigation and storage facilities to support
more resilient production systems. This investment

can generate economic growth while helping to deliver
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on the Sustainable Development Goals (Brahmbhatt,
Haddaoui and Page, 2016). Making the investment case
for agriculture and critical infrastructure depends on
market information. We consider how markets have been
working in practice through focusing on wholesale maize

and soybean prices.

The impacts of the rapidly developing climate emergency
and poorly functioning markets can be seen in the prices
of these key commodities. Maize prices jumped in some
countries in 2015/16, such as Malawi and Mozambique. In

2017, high prices in Tanzania occurred when there were low
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prices in neighbouring countries, meaning that trade in
more integrated regional markets would have mitigated the
impact. In 2019, extreme weather events (such as cyclones
in Mozambique), poor rainfall and concerns about drought
saw prices spike again. Increased volatility and higher levels
of uncertainty can also be magnified by speculation on
crop production. Across the continent maize markets have
been found to be not working well (Bonilla Cedrez et al.,
2021), while major concerns have been identified within
countries such as Kenya (Bergquist and Dinerstein, 2021).
We examine recent market prices and their impacts in light

of these concerns.
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3. FOCUS ON MAIZE AND
SOYBEAN MARKETS
IN ESA IN 2021/22

Maize is a major agricultural crop and staple food across ESA
and is produced mainly by smaller farmers in most of the
countries. Soybeans are the key source of protein in much of
animal feed around the world. By drawing on the price data
collected by the African Market Observatory (AMO),* we
assess market trends to identify trade and competition
concerns within and across borders. This includes insights
into measures required to address transport and logistics,
infrastructure, water

storage facilities, investment in

management and other climate change mitigating strategies.

Maize prices

Agricultural markets in the region are not working well. Maize
prices in producing and consuming areas (Figure 3) show huge
margins between the areas of demand and areas of supply.
There are large price differences across countries which are not
justified by transport costs (as well as within countries; see
Nsomba et al., 2022). Low prices and poor returns for farmers
result in lower planting levels, especially given the high input
costs. Buyers in cities in East Africa, meanwhile, are paying very
high prices compared to producing areas and compared to
South African prices. The latter are abenchmark for international
prices, as the exchange-quoted prices close to Johannesburg
are generally at levels received for net exports into international

markets, as long as there have been good rains.

The East African prices in the first part of 2021, (a) on Figure 3,
were in line with the costs of importing (import parity prices)
from producing areas in Zambia and Malawi or importing from
deep sea sources. At the harvest in May 2021, prices in
producing areas fell well below US$200/t, with farmers getting
very low returns, substantially lower also than in South Africa.
This persisted over the rest of 2021 (b). After a brief dip in
March 2022, the prices have climbed even higher (c), with
large excess margins of US$150/t over the import prices after
taking into account higher transport costs due to more
expensive fuel. Our analysis indicates that prices in July should

be 30-40% lower in these East African cities than they were.
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Itis also notable that prices in Nairobi increased by even greater
amounts. In competitive markets, trading margins would reflect
reasonable costs and not super-profits. The difference between
the East Africa import parity prices and the prices in the
consuming areas is the potential margins that large traders and
processors are earning. These profit margins are at the expense
of farmers, who receive low prices, while high prices are charged

to agribusinesses and consumers in urban areas.

The market outcomes undermined production in the region,
weakened resilience and further contributed to high food
prices, and compounded reliance on imports. Low-income
households are particularly vulnerable to high prices of staples
and as those farming households earning low returns. Zambia's
production of maize in the 2021/22 season declined by almost
25% to 2.7 million tonnes, with a reduction in the area planted
and lower yields as a result of poor returns to farmers and the
high cost of fertiliser relative to low maize prices. While farmers
have diverted some planting to soybean, which requires less
fertiliser, the increase in soybeans is much less than the
reduction in maize. As we discuss below, a combination of
factors explains the outcomes, including poor policies, lack of
support for storage and logistics for smaller producers, and

market power at the trading and processing level.

The impact of high maize prices is reflected in maizemeal prices
at the retail level. Maizemeal prices in Nairobi have been double
those in Zambia (Figure 4). This was so important for low-income
households that the Kenyan government decided to subsidise
the price of maize flour through agreeing with the large millers
on a retail price of KSh100 for 2kg from 18 July 2022 for four
weeks to diffuse public outrage over the high cost of living as
Kenyans went into the national elections.> The measure is
estimated to have cost KSh8 billion (around US$67 million).6

Based on a 30% reduction which could have been achieved
through more resilient and competitive regional markets, this
suggeststhat Kenyan consumers could have been overcharged
by close to half a billion dollars over a 12-month period, or
around US$40 per household.”
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MAIZE PRODUCER/WHOLESALE PRICES

FIGURE 3
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FIGURE 4: ZAMBIA AND KENYA MAIZE GRAIN AND MAIZEMEAL PRICES
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—— Maize flour (unga afya), Kenya

Sources: Kenya and Zambia wholesale maize grain prices from AMO price tracker data from multiple sources. Zambia breakfast maizemeal consumer prices from
ZamStat retail prices per 25kg pack. Kenya consumer maize flour prices from Ministry of Agriculture, Livestock, Fisheries and Co-operatives on a per kilogram
basis from 10kg pack size. The Zambian prices have been adjusted upwards by 25%, reflecting the difference between 25kg and 10kg pack size prices.

Soybean prices

As with maize prices, there are also huge margins in soybean
prices between the exporting countries of Zambia and
Malawi, and locations of demand in East Africa (Figure 5).
At the harvest around May each year, prices in Malawi and
Zambia have been around US$400-600/t while prices in East
Africa, where soybeans are essential for animal feed, have

been around US$1 000/t. These reflect huge excess margins

of around US$300/t, which are also much bigger than those
observed in maize. Again, regional markets appear to be
broken, undermining the competitiveness of value chains
relying on soybeans, such as for poultry and fish-farming.
This reinforces the dependence of the region on imports
of frozen poultry and fish, instead of the region realising its
potential to meet demand and be internationally competitive
with good returns to farmers and fair food prices for
households. In addition, there have been particular monthly
pricing dynamics in Malawi (see box below).

FIGURE 5: SOYBEAN PRODUCER/WHOLESALE PRICES
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Consuming areas: Nairobi, Kampala & Dar es Salaam
---- East Africa import parity
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How is this possible? There is a combination of policies
which work against realising the potential and the weak
position of farmers in relation to large buyers and those
who control trading, storage and logistics. It implies that
of the more than 400" tonnes produced in each of Malawi
and Zambia, farmers have been underpaid by as much as
US$240 million per year. If we used the transport costs and

price differences for the similar 2 000 kilometre distances

between the main soybean growing areas and main ports
in Brazil of US$60-90/t, then the amounts would be half
as much again. Small and medium-sized farmers in Zambia
and Malawi who are producing most of the soybeans have
to sell at the harvest due to their need to pay off loans and
not having good storage options. Instead of supporting
sales by farmers, government export licence requirements
have strengthened the hand of the large buyers.

Box: A margin squeeze on animal feed in Malawi?

In Malawi, while farmers sold soybeans at the harvest
time around May in 2021 at under US$500/t, a
dramatic change in prices occurred in the following
months. Local soybean prices increased massively
to exceed international prices, and hit US$1 350/t
in January 2022, as if there was extreme scarcity, at
prices far above the prices to import. Animal feed
prices also doubled. What can explain this puzzle?
Who stood to gain and lose from these prices?

Malawi had a good crop and exported soybeans
and derivative products such as oilcake throughout
the year. It even meant that some buyers imported
product which could have already been exported

from Malawi.

USS$/tonne

—— South Africa

Apr 2021
May 2021
Jun 2021
Aug 2021
Sep 2021
Oct 2021
Nov 2021
Dec 2021
Jan 2022
Feb 2022
Mar 2022
Apr 2022
May 2022
Jun 2022
Jul 2022

Malawi, Central

First, farmers did not gain from the higher prices as they had already sold their crops at low prices given the

pressures to pay off loans. Second, the main users of soybeans were harmed by the extremely high prices. These

are the poultry producers and fish farmers for whom soybeans are a major animal feed constituent. At prices

double those in South Africa, as well as in producers around the world, local poultry and fish farmers were very
uncompetitive, with negative margins driving them under. Third, households were impacted as high soybean costs
flowed through to consumer prices for vegetable oil. The feed and breeding stock cost of growing a commerecial
chicken doubled from the first half of 2021 to the end of the year (see table). While the price of live chickens sold
in central Malawi increased, when the costs of production are taken into account (including additional costs on top

of feed), the price did not cover costs.

Day-old-chick
Animal feed

Animal feed cost (for 1.9kg chicken; feed conversion ratio of

1.8kg feed per kg of chicken)
Feed plus day-old-chick cost

Sale price of chicken
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Jan-May 2021
(Malawi kwacha)

21 Nov-22 Jan
(Malawi kwacha)

495/chick 800/chick
260/kg 514/kg
889/chicken 1757/chicken
1384 2557
2 400/chicken 2 600/chicken
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To understand what happened to cause this ‘margin squeeze’ on poultry producers, we need to consider

who the main traders and processors are. The main traders of soybeans are the large crushing companies
which operate in Malawi and across ESA (Nsomba et al., 2022). These companies are closely linked with
those producing and selling animal feed and breeding day-old chicks. It appears as if these companies

rapidly increased their selling prices of feed as well as of constituents such as oilcake, even while exporting
at a much lower price. For example, an export customer could pay US$600/t for Malawian oilcake in January
2022, while local customers were being charged prices in excess of US$1 000/t.

It appears that traders and processors made very high returns over the year while squeezing independent

downstream poultry producers, who saw their margins disappear. Small-scale poultry production is an

important activity for lower-income households. The implication is that effective competition enforcement

for fair markets is required alongside policies to support smaller producers.

The improved pricing information provided by the AMO
has proven to be valuable to smaller market participants in
2022. For example, farmer co-operatives across Malawi and
now in Tanzania and Rwanda negotiated 30% better prices
for exports from Malawi in 2022 due to being aware of
the prevailing prices across East Africa.® On sales of 1 500
tonnes, the US$200/t more amounted to an additional
US$300 000 for farmers in the co-operative. This enables
farmers to reinvest in improved and more climate-resilient
production. Other small farmers have invested in their own
storage facilities and in building links with small poultry

producers to ensure alternative markets.

However, the smaller farmers that are at the heart of the
agriculture value chains in Africa face an uphill battle. The
trading and processing levels of the value chain which
are the main buyers are highly concentrated. In trading
and processing of soybeans, a few large companies with
operations across ESA dominate markets. They have
spread through mergers and acquisitions and have cross-
shareholdings among themselves (Nsomba et al., 2022).
This raises major concerns about the market power which
they can exert, as well as their ability to lobby for regulations
and policies to favour themselves over smaller producers

and buyers.

Fertiliser prices

World fertiliser prices doubled from September to
November 2021 (Figure 6), on the back of sharply higher
natural gas prices. African countries, which rely on imports,
saw prices go even higher. Countries have been faced
with importing less and reducing the fertiliser subsidies
which have generally been provided to smaller farmers.
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In the longer term, the answer includes moving to farming
methods which require less fertiliser; however, this requires
investments which can only be supported if farmers achieve

better prices for their crops.

The impacts of the fertiliser prices are already being felt
in the harvests in 2022. Zambia's maize production in the
2021/22 crop season declined by almost 25% to 2.7 million
tonnes.’ This drop in production has been attributed to a
reduction in the area planted and lower yields as a result
of poor returns to farmers and the high cost of fertiliser
relative to low maize prices. Farmers have diverted
planting from maize to soybean as soybean requires less
fertiliser; however, the increase in soybeans of 64th tonnes
is much less than the reduction in maize. In South Africa,
commercial planting of maize was also down substantially,
and farmers shifted to an extent to crops such as soybeans
and sunflower. Maize production in the 2022/23 season
is predicted to fall by 19% in Malawi and 16% in Tanzania
compared with the previous year.

The production changes in responses to global shocks,
climate change and poorly working regional markets all
reinforce the importance of supporting farmers to grow
a diversity of produce and invest in climate resilient and
regenerative farming practices. In turn, this requires good
and relatively stable prices for their produce instead of the

poor and highly volatile prices observed.

The climate emergency, COVID-19 and now Russia’s invasion
of Ukraine have all pointed to the importance of ensuring
resilient regional value chains in Africa. A regional industrial
strategy that takes into account the dynamics of regional

(and global) value chains and promotes regional linkages is
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necessary. This strategy needs to address: climate change

smaller farmers; the growing and urbanising population
implications; investments in improved water management,

with shifting preferences; and lowering barriers to the entry
grain storage and logistics; better markets working for  for smaller agribusinesses.

FIGURE 6: UREA PRICES
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4. CASE FOR THE MARKET
OBSERVATORY AND EFFECTIVE
COMPETITION ENFORCEMENT

The agenda is necessarily ambitious as time is rapidly running First, we need appropriate policies to support resilient
out. We need to urgently reshape value chains and markets ~ and inclusive regional value chains. This means investing
through three closely related areas for action. in the necessary infrastructure and support for farmers and

FIGURE 7: KNOWLEDGE IS POWER: CHANGING THE BALANCE OF BARGAINING POWER IN AGRI-FOOD
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agroprocessors. There must be a substantial expansion in
irrigation, storage and logistics. It should be self-evident
that investing in better use of water is essential yet much
of African agriculture is rainfed and at the mercy of more
frequent and severe weather shocks. Better transport
logistics is a part of the picture. The price wedge between
producing and consuming areas is partly due to the high
costs of cross-border transport (although margins have
been far in excess of this). Estimates of US$150-200/t from
Zambia to Kenya compare with US$60-90/t for the similar
distances of over 2 000 kilometres in road transport in Brazil

from growing areas to the main ports and coastal cities.

Government policies need to support smaller producers,
including through cutting down the barriers they face
(Vilakazi, Goga and Roberts, 2020). A package of measures
should include access to routes to market for these
businesses, providing development finance and effective
support for skills and technology adoption. These are part
of green and inclusive industrial policies tailored to sectors
and value chains, investing in shared infrastructure, advisory
services and finance as part of a green industrial policy for
food (Andreoni et al., 2021). Real economic transformation
requires sustained support for the capabilities of African

entrepreneurs and farmers.

Second, it is essential to monitor markets in real time as
climate change implies more frequent and deeper shocks.
Through collating prices within and across countries at
different levels of value chains, the AMO can assess where
markets are not working well. It can identify where there are
excess margins and obstacles which harm smaller producers
and consumers in particular (see Figure 7). Through providing
a robust knowledge base, the AMO is an agent for change
for healthy, inclusive and resilient markets, identifying the mix
of policies, investments, regulatory reform and competition

enforcement required.

Building the package of measures to change direction will
also require trial and error. Both need ongoing information
gathering and analysis by public bodies in order to advise
government and to improve the bargaining position of
smaller market participants in relation to the multinational
traders (Fanzo et al., 2021). The monitoring needs to be of
production, prices and patterns of consumption to ensure
early warning of the impacts of shocks and the tracking of
the effects of interventions. Huge amounts of this data are
being collated by private market participants. It is necessary
that it can be assessed in the public interest (as is the case in

observatories such as that of the European Union). Instead,
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the concentration of data in the hands of the large integrated
firms has increased their lobbying power and enabled them
to make large arbitrage margins and speculate in response to
climate shocks (Nsomba et al., 2021).

Third, we need effective referees for markets. This is a
role for competition authorities. Some African countries
have built strong national competition institutions and the
Competition Commission of the Common Market of Eastern
and Southern Africa (COMESA) has established a regional
merger review and is extending its work to enforcement.
However, our assessment points to the imperative to ramp
up the powers and capacities of these institutions to make
regional markets work more effectively. This means tackling
cross-border market division and price-fixing cartels,
placing the onus on dominant firms to justify conduct which
undermines smaller businesses and tackles concentration
of economic power. Competition authorities must be active
referees updating the rules for changes in technologies and
practices, and to ensure that we consider the effects of firm
conduct across the economy. The agenda being advanced
with regard to digital platforms shows the way, with changes
to place the onus on ’‘gatekeeper firms' not to distort
competition in mergers and abuse of dominance cases. We
need to go further if we are to square up to the reality of the
past three decades and the enormity of the transformation
challenge posed by climate change on top of the entrenched
levels of inequality. We need to incentivise investment in
new productive capabilities in sustainable food supply, with
a diversity of approaches and business models (Mondliwa,
Goga and Roberts, 2021).

These three main areas are mutually reinforcing if we are to
achieve healthy, growing regional food systems based on
investment in the future and inclusion. The opportunity to
adapt and grow must take advantage of the abundant water
resources within the region and the fact that when there are
extreme weather events in some parts of the region, conditions
remain good in others. The reality, however, is fragmentation,
national agendas and beggar-thy-neighbour policies. Political
leadership is urgently required and civil society mobilisation

must demand this.

A ‘farm to fork’ strategy for the continent requires concrete
actions in key value chains, not policy pronouncements
without follow-through. This is essential for the investments
in improved farming practices, regenerative agriculture,
and diversified seeds and crops. Without fair markets and
prices to farmers, they are not able to make the longer-term

investments required.
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