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Upgrading rice value chains to increase competitiveness
of domestic vis-a-vis imported rice in Africa

Matty Demont,
CGIAR Flagship Leader “Upgrading Rice Value Chains”
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) Global Context
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Drying cost 0.26 0.62 0.33 0.52
Transport cost 2.09 2.22 1.08 1.76
Milling cost 1.38 1.22 0.89 0.93
< Storage cost 0.19 0.40 0.20 0.23
Packaging cost 0.45 0.24 0.14 0.22
Cost of working capital 0.27 0.28 0.09 0.11
Total marketing cost 4.63 4.97 2.73 3.78
Returns above major cost 4.43 0.65 2.54 0.77
Gross marketing margins 9.06 5.61 5.27 4.55
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Segmentation

Group 1 countries

Coastal countries with dominant consumer preferences for imported rice

Examples: Mauritania , northern Senegal (Dakar, Senegal River Valley), Liberia, Céte
d’lvoire, Ghana, Togo, Benin, Nigeria, Cameroon

Group 2 countries

Coastal countries with dominant consumer preferences for local rice thanks to cultural
heritage (rice domestication along Niger river in West Africa and Indianization in East Africa)
Examples: Senegal (Casamance), The Gambia, Guinea, Sierra Leone, Tanzania,
Mozambique, Kenya, Madagascar

Group 3 countries

Landlocked countries

Examples: Mali, Niger, Burkina Faso, Central African Republic, DR Congo, Ethiopia,
Uganda, Rwanda, Zambia

UPGRADING RICE VALUE CHAINS IN AFRICA @



Strategies
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Table 1. Investment porifolios implemented by 19 African member countries of the CARD that have submitted national rice development strategies (NEDS)
Supply-shifing investments Demand-liffing investments
Value-adding investments
RE&D, Intensification, Processing Craality Branding, WValue chain Promotion,
Area extension, access to land, (millimg, upgrading, labalmg, upgrading, advertising,
Total expansion, mnovation, seed, credit, parboilmg) capacity 1dentity MIS® market communication,
investment Time urigaton & capacity inputs, & storagze building, creation, mfrastuchure, AWATSness
Country (1 pfuUs $")  horizon  infrastructure buldmg mechamzation capacity governance certification hnkages creation Cither®
Group 1: Coastal countries characterized by dominant conzsumer preferences for imported rice
Beann x 2008-18 x x x x
Camercon 382 2008-18 33% 14% 36% 2 Y
Cate d'Tvoire 954 2012-16 16% 5% 63% 2%
Ghana x 2008-18 x x x x
Migena x 2008-18 x x x
Senegal 348 2009-11 T9% 1% 20% -
Togo x 2008-18 x x x

Group 2: Coastal countriez characterized by dominant conzumer prafsrences for local rice
Guinea 1,300 2008-138 41% % 39%
Eenya x 2008-18 x
Madagascar x 2008-13

Mozambique 357 2008-11

S1ema Leone 57 2009-18

Tanzama x 2008-138

Notes: The symbol “x” indicates that the investment is planned, but no detailed budget has been provided in the NEDS document. A dash indicates that the
_ investment is missing or not convineingly elaborated in the NEDS document. In some cases. the investment shares may not add up to 100% due to rounding.
g T Sourees: NRDS documents published on the CARD (2012) web ortal
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Segmented Strategy
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Upgrading rice value chains:
Experimental evidence from 11 African markets
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ABSTRACT

Keywords
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Following the food price crisis in 2008, African governments implemented policies aiming at crowding in in-
vestment in rice value chain upgrading to help domestic rice compete with imports. We assess the state of rice
value chain upgrading in West Africa by reviewing evidence on rice millers’ investment in semi-industrial and
industrial milling technologies, contract farming and vertical integration during the post-crisis period
2009-2019. We find that upgrading is more dynamic in countries with high rice production and import bills and
limited comparative advantage in demand. However, scaling of upgrading faces several challenges in terms of
vertical coordination, technology, finance and policies. Our assessment can help value chain actors and policy
makers refine upgrading strategies and policies to increase food security in West Africa.

. Introduction

and cost-wise. Therefore, this paper attempts to document the techno-
logical and coordination changes that have been implemented at pro-

The food price crisis in 2008 redirected international attention to- cessing level in rice VCs in West Africa over the last decade. In parti-

wards domestic food value chains’ (VCs) npaciri and resilience in
providing food security in developing countries (Worle k, 2008). In
West Africa, the attention turned towards rice \t:. bewuw rice is l\w
most important calorie source in this region (Macaule 1

5). To address chronic hunger through macro nulnenl self- sufﬁ
ciency, African policy makers developed targeted National Rice De-
velopment Strategies (NRDS) under the Coalition for African Rice De-
velopment (CARD, 201 However, while domestic rice production
increased after the crisis, domestic rice VCs never managed to catch up
with consumption, le: 'mulg o an inereasing g-\ln\nr is satisfied through
imports (Mendez r and Lango 2015). Therefore, policy ma-
kers were urged to revisit their pmdu: tivist NRDS and create a favorable
enabling environment for umulmg in private sector investment in VC
upgrading (Dx

A decade after the 2008 food price crisis, it is time to make an as-
sessment of the current state of rice VC upgrading in West Africa, Are
domestic rice VCs being upgraded in this region, and if they are, what
type of investments have been conducted and where? In particular,
there is little information about investments in new processing tech.
nologies that would help domestic rice compete with imports quality-

cular, we compile and review evidence of public and private investment
in upgraded processing facilities, contract farming schemes and vertical
integration in 15 West African countries. We also assess the opportu-
nities and challenges encountered in rice VC upgrading. Our assessment
may help policy makers at pational and regional levels and VC actors
revisit and refine upgrading strategies and policies during the revision
of the NRDS under the CARD Phase 2, which aims at doubling rice
production in Sub-Saharan Africa from 28 million tons in 2019 to 56
million tons by 2030 (

2. Method

To identify, collect and validate evidence of investment in rice VC
upgrading in the 15 West African countries (Table 2), we followed three
stages. First, we conducted a non-systematic review of peer-reviewed
and non-peer reviewed literature. We initiated our literature review
with a focused search of economic studies through Econlit using the
following keywords: rice; value chain; investment; mill; processing
contract; vertical integration; and the names of the 15 West African
countries. The keywords aimed at identifying investments in semi.

Corresponding author. CIRAD, UMR ART-DEV, F-34398, Montpellier, France.

E-mail address:

(G. Soullier]

Rﬁel\ed l'i A|m| 2019; Received in revised form 25 February 2020; %uepled 2 March 2020
2211-9124/ © 2020 The Authors. Published by Elsevier B a ticle under the OC BY I

(http://creativecommons.org/licenses/BY /4.0/).




State of rice value chain upgrading in 15 countries in West Africa, 2009-2019

Country
INigeria 1

Senegal

2

Ghana

Mali

Cote d’lvoire

Burkina Faso

OUTCOME INDICATORS | . DRIVERS

Sierra Leone
Benin

Togo
|Guinea
Mauritania
Gambia
Guinea-Bissau




Determinants of aggregate upgraded milling capacity in 15 countries in West
Africa (stepwise linear regression).

Variable Coefficient SE P-value

Average annual milled rice production 0.032 0.006  0.000%**
(2009-2019, 10? tons)

Cultural import barriers (dummy) —24.168 8.992 0.021%**

Constant —2.773 6.792  0.691

2008 import bill (10° USD) 0.061 0.026  0.042%*

Notes: Sample size = 15; R? = 0.910; Adjusted R? = 0.886; SE: standard error.
Cultural and physical import barriers are captured through dummies. Variance
inflation factors (VIF) are in the range of 1.20-2.29 with a mean VIF of 1.90. A
Breusch-Pagan/Cook-Weisberg test for heteroscedasticity generates a P-value of
0.774. Significance levels: *p < 0.1; **p < 0.05; ***p < 0.01.

Source: Data compiled in Table 2.

We captured heterogeneity in investment in rice value chain
upgrading among 15 West African countries through the
following outcome indicator: of
upgraded industrial and semi-industrial mills (t/h) (total in
West Africa = 315 t/h)
Heterogeneity in upgrading can be explained for
through two drivers and an enabling factor:
Average annual paddy supply
(2009-2018): One million ton more of milled rice
availability increases upgraded milling capacity by 32
t/h; PRICE/COST COMPETITIVENESS
2008 import bill: A 100 million
US$ higher import bill increases upgraded milling
capacity by 6 t/h; QUALITY COMPETITIVENESS

Geographical or genealogical proximity to
rice cultural heritage preserves indigenous preferences
for local rice and decreases upgraded milling capacity

<= by 23 t/h; CULTURAL COMPETITIVENESS
No significant effect
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Rice plays a strategic role in food security in West Africa, but the region increasingly relies on Brought to you by the Enhanced Integ:

imports, and local value chains face constraints in terms of technology, finance and
coordination. In an article published in Global Food Security, scientists from CIRAD, AfricaRice,
and the International Rice Research Institute (IRRI) propose different policy options to reduce
the impacts of the COVID-19 pandemic on rice value chains in West Africa. To increase the
resilience of local value chains, policymakers need to focus on supporting millers, especially
by facilitating their access to credit.
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8 Policy Lessons for

West African rice has increasing difficulties against imported rice
e The more urban consumers value characteristics of Asian rice
« The the household it needs to feed

*  The more rice shopping is undertaken by
* The closer to the
«  The further the geographical and genealogical distance from rice
coastal countries with a seaport close to a major consumption zone (capital) and remote from rice cultural heritage need to allocate more
resources to rice value chain upgrading to:

* Increase of domestic rice relative to imported rice

» Better integrate domestic rice markets into with more elastic demand, increase smallholders’ participation & improve livelihoods
There is substantial evidence of in rice VC upgrading in import-biased coastal countries with a seaport close to a major consumption zone and
remote from rice cultural heritage, e.g., upgrading most dynamic in and
Less evidence of investment in rice VC upgrading in coastal countries with and landlocked countries
In those countries, in medium-long run, investment will be required to comparative advantage in demand
Policy makers need to find an optimal mix between encouraging productivity, demand and value chain upgrading to foster

(e.g., FDI)

During COVID-19, policy makers need to support the as crucial intermediaries in providing food security in West Africa
In the long run, policy makers need to enable crowding-in of investments that build of rice value chains against future pandemics/climate change
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