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INTRODUCTION
With the African Union (AU) having declared 2014 “The Year of Agriculture”1,  
attention has shifted to the opportunities and challenges in African agriculture. 
“Agriculture is Africa’s lifeline,” said moderator shada islam, Director of Policy 
at Friends of Europe, at the Development Policy Forum (DPF) High Level Dinner 
Debate, held in Brussels on the eve of the European Union (EU) – Africa Summit. 
“It holds the key to the future and yet is not performing as well as it should.”

Developing the agricultural sector is now a priority for over thirty African countries, 
said andris Piebalgs, EU Commissioner for Development. What is missing most 
from the equation is money and support, in particular for the smallholder farmers 
that create a great majority of Africa’s agricultural output.

The EU has earmarked 8.2bn euro in official development assistance (ODA) for 
Africa’s agricultural sector over the next seven years, he said. These funds will be 
coordinated with national master plans and much remains to be done in terms of 

1 2014 Year of Agriculture on the AU’s website: http://pages.au.int/caadpyoa

“agriculture is africa’s lifeline. it holds the key to the future and 
yet is not performing as well as it should.”

shada islam, Director of Policy at Friends of Europe
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determining how they should be used. It is especially important that the private 
sector becomes a major investor in Africa’s agriculture.

“ODA (official development assistance) can be used to support political 
processes,” Piebalgs said, “but without mobilising private sector investments, 
there will be missed opportunities in terms of knowledge and technology 
transfers. We need to find the right synergies so that we can really create new 
value.”

The economic and social gains from agriculture in Africa are not commensurate 
with the over two-thirds of the population engaged in the sector, underlined 
erastus Mwencha, Deputy Chairperson of the AU Commission.

A myriad of challenges face African farmers, policymakers and their partners in 
development including poor soil quality, climate change, non-cohesive policies 
and above all, outdated technology and fragmented and under-developed 
infrastructure.

As a result of these and other challenges, African farmers sometimes produce 
yields as low as half the global average, and wastage can be as high as 40% due 
to poor transport and logistic networks. “If we cannot transform the agricultural 
sector in Africa to improve yields and reduce waste for our farmers, there is no 
transformation possible in our approach to combating poverty and malnutrition,” 
said Mwencha.

“Without mobilising private sector 
investments, there will be missed 
opportunities in terms of knowledge and 
technology transfers.”

andris Piebalgs, EU Commissioner for Development



9Investing in Africa: The challenge of agriculture | Spring 2014

This transformation will require not only commitment but implementation, and 
beyond that, action, added tumusiime rhoda Peace, AU Commissioner for 
Rural Economy and Agriculture.

“if we cannot transform the agricultural sector in africa to 
improve yields and reduce waste for our farmers, there is no 

transformation possible in our approach 
to combating poverty and malnutrition.”

erastus Mwencha, Deputy Chairperson of the AU Commission
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“We need all actors to get their act together to shift from a donor 
mentality to an investment mentality and change our agricultural 
sector.”

erastus Mwencha Deputy Chairperson of the AU Commission

“Over 700 million people are employed in the agricultural sector in Africa,” she 
said.  “If we want economic growth and development in Africa, we have to put 
more resources towards agriculture.”

Since the adoption of the Comprehensive Africa Agriculture Development 
Programme (CAADP) in 2003, the policy environment in the sector has become 
more coherent across the continent, resulting in annual 4% growth, noted 
Mwencha. Great advances have been made in overcoming the silo mentality in 
policy-making, including farmers in the discussion and demanding better donor 
coordination.

He added: “African and international partners in the private sector must be 
mobilised. We need all actors to get their act together to shift from a donor 
mentality to an investment mentality and change our agricultural sector.” 
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Creating this value means including the farmers in the discussion, noted 
Mwencha. Responsible investment should be geared towards the needs of 
smallholder farmers and to including and creating access for youth and women.

In the end, transforming Africa’s agricultural sector will require close cooperation 
between policymakers, farmers, donors, and private sector partners to enhance 
African ownership of the necessary initiatives, indicated Islam.

Assessing the needs of Africa's 
agricultural sector

Investing in African agriculture must begin with clear intentions on the base 
issues, noted Piebalgs. “At the end of the day, donors can only help to enhance 
existing processes. African ownership of these processes is a clear prerequisite 
to transforming the agricultural sector.”

The assembled experts outlined the main areas that require attention. These 
include arranging better access to technology, markets, and infrastructure for 
smallholdings, as well as focussing on developing vocational education, skills, 
and attracting young Africans to the agricultural sector.

“Donors can only help to enhance existing 
processes. african ownership of these processes 

is a clear prerequisite to transforming the 
agricultural sector.”

andris Piebalgs, EU Commissioner for Development
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“We need to choose the right investments but not in terms of amount. We need 
to consider what the right areas to invest in are.” indicated Ishmael Sunga, Chief 
Executive Officer of the Southern African Confederation of Agricultural Unions 
(SACAU).

For example, one participant noted that almost 70% of farmers in West Africa 
lack modern farm machinery and still depend on manual methods. Furthermore, 
African smallholder farmers are behind their global counterparts in irrigation, 
which exists in less than 5% of arable land, as well as access to seeds and 
fertilisers. 

Investments are also lacking in key drivers such as communications technology, 
transport, logistics, and infrastructure. “We need large-scale private investment 

“We need large-scale private investment and access to simple 
technology.
however, what is produced requires infrastructure. it also needs 
to be transported, processed, and stored.”

geoffrey Kirenga, CEO of the Southern Agricultural Growth Corridor of Tanzania (SAGCOT)
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and access to simple technology – seeds, fertilisers, agronomic processes to 
improve production, and so on,” stressed geoffrey Kirenga, CEO of the Southern 
Agricultural Growth Corridor of Tanzania (SAGCOT). “However, what is produced 
requires infrastructure. It also needs to be transported, processed, and stored.”

Education is a major area in need of more investment. According to the 
Organisation for Economic Co-operation and Development (OECD) African 
Economic Outlook 2013, only 2% of higher education students in Africa are 
in agricultural studies, noted Jan Rieländer, Economist in the Africa Unit at the 
OECD Development Centre. While focusing on attracting youth to agriculture 
remains a great challenge for the agricultural sector, more emphasis must also 
be placed on developing vocational training.

Inclusiveness in African agriculture
Collectively, the largest investors in agriculture in Africa are smallholder farmers, 
noted Steve Muchiri, Executive Director, Eastern Africa Farmers Federation 
(EAFF).  He added that “smallholder farmers are essential. They feed the cities, 
the rural areas, and even export to the EU. It is important to not wish these 
people away when considering investing in African agriculture.”

National, regional, and pan-African farmer associations are working together to 
create business plans in all areas of agriculture, from crops, to agro-forestry, to 
fisheries. Successful investment initiatives undertaken by these associations – for 
example grain farmers in Uganda or coffee growers in Ethiopia – demonstrate 
the importance of the role of farmers in investing in complete value chains.

“What we actually need is to harness some of the opportunities before us,” 
he indicated. “Investing in farmer-led initiatives is a good way to stimulate the 
transformation of African agriculture.”

The future of agriculture in Africa depends on including farmers in the discussion. 
Furthermore, Mwencha indicated, developments in human resources in the 
sector must be considered, in particular with regards to education and vocational 
training.
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“Human resources are an important element in the move towards agribusiness,” 
noted Rhoda Peace. “We must strive to change the mindset of young people 
who see agriculture as unattractive. If we make it attractive, they will come.”

There is an increasing need for managers trained in agribusiness, she added. The 
EU has been supporting educational initiatives to address this need, with funds 
and technical knowledge being offered to regional agricultural universities to 
build information networks between universities aimed at changing the mindset 
of young people.

In order to make agricultural education more attractive, the agricultural sector 
must first be made more productive, through more investments and development 
assistance, said Mwencha. 

“We must strive to change the mindset of young people who 
see agriculture as unattractive. if we make it attractive, they will 
come.

tumusiime rhoda Peace, AU Commissioner for Rural Economy and Agriculture
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A further possibility for EU support for educational initiatives is the Erasmus+ 
Programme, which has two strengths in this area: Opportunities for exchange 
students and capacity building between universities. Over the next seven years, 
2bn euro will be made available, indicated Piebalgs. 

“At this stage, the possibilities for the Erasmus+ Programme are very open,” he 
said. “If potential recipients among our African partners insist that agricultural 
education should be a priority, there should be no difficulty in accommodating 
them. African ownership and demand is very important in determining where to 
concentrate our resources.”

Education also means educating those involved in crafting and controlling policy 
in the field, noted Rhoda Peace. The AU Commission, through the process of 
adoption of CAADP compacts by a majority of African nations, has been working 
on demonstrating the value of investing in agriculture and the possibilities for 
both governments and farmers.

Moreover, through the Land Policy Initiative 2, there exists a policy framework at 
the national level to help smallholder farmers, and women in particular, to access 
and develop land for agriculture.

Jurgen haslestad, Yara international, Modibo traoré, food and agriculture organization of the 
united nations and ishmael sunga, southern african confederation of agricultural unions  

2 The Land Policy Initiative is a joint programme of the AU Commission, Africa Development Bank, and United Nations Economic Commission 
for Africa, aimed at increasing land use for development. More information: http://www.uneca.org/lpi
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Women farmers, who often face challenges in some of Africa’s male-dominated 
societies, are a special focus for African policymakers. “Women need capital to 
be able to invest in their agricultural future,” she stressed. “To address this, most 
African countries have implemented micro-financing schemes aimed at helping 
those women and small-scale farmers gain access to credit.”

Blending loans and grants
The number one problem in agriculture development is access to financing, 
stressed Piebalgs. While ODA can be a powerful tool for development, problems 
arise when funds are earmarked for goals that fail to properly address the needs 
of recipients.

“If farmers gain access to stable financial resources, they will know what to do 
with them,” he said. “The grant projects that we support as donors do not allow 
them this freedom.”

In order to mobilise the necessary finances, blending loans and subsidies will 
create greater returns than subsidies alone, noted Jean-Luc François, Head 
of the Agriculture, Rural Development, and Biodiversity Division at Agence 
Française de Développement (AFD). “We must make efforts to engage local 
financial institutions, banks, and micro-financing organisations to benefit the 
thousands of small agribusinesses that create jobs and grow food to feed urban 
populations,” he said.

Though blending loans and grants could be a viable option for agricultural 
development, opinions within the EU institutions remain divided. Commissioner 
Piebalgs noted that, in consultations with the European Parliament, he was faced 
with scepticism. 

“We need more concrete examples of blending being successful,” he said. 
“The challenge with grants is that we are not in business. We seek results but 
not profits. Let us start with some clear, tangible projects with farmers needing 
financial support to determine if there is interest from partners to support market-
based investments.”
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Though the process can be complicated, blending offers opportunities that 
neither grants nor loans could on their own, said Roberto Ridolfi, Director for 
Sustainable Growth and Development at the European Commission Directorate 
General for Development and Cooperation (DEVCO). While it is difficult to provide 
grants directly to farmers and other beneficiaries, loans risk causing greater 
problems in the case of unpredictable setbacks to the farmer such as drought or 
adverse climate events.

In an example of a positive experience with blending, DEVCO began running 
a project in Uganda to provide equity finance for farmers three years ago. The 
initial grant was provided and a fund targeting agribusiness was established. 
In the intervening years, the original grant has been leveraging other financing 
possibilities, with, for example, the Ugandan pension authority investing in it. This 
financing structure has the added benefit of using African savings to invest in the 
future of African agriculture, he noted.

“Finance is the way forward,” he concluded. “We do not need to teach African 
farmers what to do, they know what to do. What we can do is give them the 
means to accomplish it.”

roberto ridolfi, European Commission 
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The future of private sector investment 
in African agriculture
“Growth in the agricultural sector improves the food supply and is by far the 
most effective way of reducing poverty,” noted Jurgen Haslestad, CEO of 
Yara International. “Investment is needed to create this growth and there is an 
increasing consensus that the private sector, through public-private partnerships 
(PPPs), must be involved.”

The partnership platform Grow Africa attracts investments that aim to support 
policies defined by African countries through CAADP and the New Partnership 
for Africa’s Development (NEPAD). Through this platform, increasing numbers of 
companies are undertaking market-based development projects, spurred on by 
returns on investment, he said.

With over 40 countries having adopted the CAADP framework, credible 
investment plans are being put into action through Grow Africa and cooperation 
between the public and private sectors in investment opportunities, but also in 
streamlining policies.

“There is a movement towards making agriculture a real business in Africa,” 
stressed Rhoda Peace, adding that challenges in the sector limit actions by 
small-scale farmers, who are generally risk-averse. “Farmers cannot invest in a 
new direction if the prospect is difficult or if there is no value chain in place. There 
are many areas in which the private sector is invited to focus their investments.”

“there is a movement towards making 
agriculture a real business in africa. there 
are many areas in which the private sector 
is invited to focus their investments.”

tumusiime rhoda Peace, AU Commissioner for Rural 
Economy and Agriculture
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As Africa’s regional economic integration continues, the perspectives for private 
investment are broadening. Furthermore, as Grow Africa gains momentum and 
agricultural development becomes an even more important pillar in the EU-Africa 
relationship, both ODA and private sector investments will be drawn to partner 
countries that offer the greatest returns.

“the southern agricultural growth corridor of tanzania is public-
private partnership in motion. tanzanians have ownership of 
this process and as a result are 118% self-sufficient in terms of 
agricultural productivity.”

geoffrey Kirenga, CEO of the Southern Agricultural Growth Corridor of Tanzania (SAGCOT)
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That being said “there are many obstacles still to overcome concerning PPPs,” 
Piebalgs stressed. “There are a lot of good intentions but not as much movement 
as one would expect. The private sector is in one boat and the public sector 
in another and so far, I am not feeling any pressure to move towards any 
partnerships.”

“The European Commission is indeed not working that much with the private 
sector,” noted Haslestad. “Farming is a business and we need industry input 
throughout the entire agricultural value chain. This is where the European 
Commission should be focussing on partnerships with the private sector.”

One clear example of a successful PPP is the SAGCOT, which came about in 
2008 as a result of discussions between Tanzania’s government and private 
sector representatives, noted Kirenga. The result of these discussions was the 
policy of ‘Agriculture First’ – (Kilimo Kwanza) in Swahili. 

Kilimo Kwanza is a doctrine that positions agricultural development as the key 
driver of poverty reduction, economic growth, and security. With this perspective 
as the cornerstone of agricultural development in Tanzania, the committee 
formed of both local and international private sector representatives and the local 
government has created and implemented the SAGCOT.

“The Southern Agricultural Growth Corridor of Tanzania is public-private 
partnership in motion,” he said. “Tanzanians have ownership of this process and 
as a result are 118% self-sufficient in terms of agricultural productivity.”
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Conclusion
The development of Africa’s agricultural sector is essential to combating poverty 
and ensuring greater health for the entire continent. In order to tackle the wide 
range of challenges facing the sector, Africa and its global partners in the field of 
development need to streamline policies and direct development programmes 
towards market-based investment opportunities with partners from the private 
sector.

With support for PPPs growing through initiatives such as CAADP’s Grow Africa 
programme, the policy environment for investments needs to be better adapted 
to facilitate synergies between farmers and investors. 

EU development agencies and the European Commission must continue 
exploring other avenues of financing in terms of blending loans and grants and 
in maintaining focused ODA. 

“The intention of the Commission is to honestly support competitiveness and 
internal strengths while continuing to deliver resources to Africa’s developing 
countries,” concluded Piebalgs. “The discussion between the EU and Africa 
should focus on increasing ODA and supporting investments in all sectors, 
especially agriculture.”

The challenges to overcome remain access to technology and markets for the 
large proportion of smallholder farmers that make up the agricultural sector 
in Africa, as well as guiding policies, particularly in education, to open up and 
increase the attractiveness of the sector to young people and women.

Moving forward, the AU and African national governments, together with the EU 
and other global partners, need to concentrate on including all actors, especially 
smallholder farmers and their representatives, by inviting them to the table and 
involving them in the debate. 

“We must keep in mind that we are talking about huge opportunities in Africa,” 
concluded Islam. “What we are looking for are fresh perspectives on the EU-
Africa relationship, shifting away from the donor-recipient relations of the past 
and exploring ways to work together as equal partners.”
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ANNEX I – Programme

INVESTING IN AFRICA:
The challenge of agriculture

Agriculture is Africa’s lifeline – and holds the key to the continent’s future growth 
and development. Increasing Africa’s agricultural productivity is essential to 
eliminate hunger and ensure food security.  With 65-70 % of Africans employed 
in the sector, agriculture is also Africa’s largest generator of jobs. Although 
crucial to Africa’s economic transformation, agriculture across the continent is in 
dire need of investments in input and infrastructure as well as stronger and more 
effective policies to boost productivity, including for small farmers, encourage 
research, open up new employment opportunities for Africa’s growing number 
of young people and establish a thriving agri-food sector. AU declares 2014 the 
international year of agriculture and food security. What is holding back African 
agriculture? Are African governments and their development partners doing 
enough to unlock the full potential of agriculture through sustained multi-sectorial 
interventions? Has the African Union established an agenda for revitalizing African 
agriculture that goes beyond declarations? Is the CAADP established by AU an 
effective agenda for revitalizing African agriculture, beyond declarations? What 
role is there for the private sector in ensuring sustainable and inclusive African 
agriculture and establishing global production networks? Are measures being 
taken to improve research in the sector? In which way does Africa’s agricultural 
sector benefit from initiatives such as ‘Grow Africa’? With women making up 
more than half of Africa’s farmers and producing up to 90% of Africa’s food 
supply, are there special policies in place to help women farmers? What is the 
role of information technologies in helping African farmers? 

geoffrey Kirenga   Chief Executive Officer of the Southern Agricultural  
   Growth Corridor of Tanzania (SAGCOT)
erastus Mwencha   Deputy Chairperson of the African Union Commission 
andris Piebalgs   EU Commissioner for Development 
tumusiime rhoda Peace  AU Commissioner for Rural Economy and Agriculture 

Moderated by shada islam, Director of Policy at Friends of Europe
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Jean-luc françois, Agence Française de Développement (AFD)

 
lucy Muchoki, Kenya Agribusiness and Agro-industry Alliance (KAAA), geoffrey Kirenga, 
Southern Agricultural Growth Corridor of Tanzania (SAGCOT) and arne cartridge, World 
Economic Forum 
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