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AFAP Objectives & Metrics

1. Increase affordability, accessibility and incentive for fertilizer use among African smallholders

2. Facilitate development of sustainable, competitive fertilizer markets in Africa

Target Scale of Impact Metrics for Success?

¢ Increase use by at least ~15% of Demand
total farmers in target countries in 5

e Increased fertilizer use in target countries
years

e Increased number of smallholders using fertilizer

Supply
e Reduction in cost difference between farm gate
price and world market price

e Increase in availability at the right time in the
planting cycle

e Reduction in distance from smallholder to fertilizer
source

Quality

e Link fertilizer use to farmer income and crop yield

e Increase total usage by 1.5-2x in
target countries in 5 years
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Initially targeting 3 countries, that act as gateways to 11 others

In total, the 3 countries represent:
e 11% of SSA e 11% of SSA arable land e 10% of SSA subsistence e 13% of SSA
fertilizer use and permanent crops and cash crops population
Ghana
_ _ Tanzania
e Major Ports: Tema, Takoradi .
e Other Countries Served: e Major Ports: Dar es Salaam
Mali, Niger Ghana e Other Countries Served:
Zambia, Uganda, Malawi,

Burundi, Rwanda, DRC

Tanzania

Primary Selection Criteria Mozambique

e Major Ports: Beira, Maputo,
Nacala

e Other Countries Served:
Botswana, Swaziland,

e Impact Feasibility: Regulatory and policy Zimbabwe, Malawi
environment, functional ports, average fertilizer
usage

e Impact Potential: Population, % of SSA food and
cash crop output, crop mix, potential to benefit
other countries

Mozambique

Source: UN FAO, World Bank, CEPA/AGRA, Monitor analysis
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Barriers to Fertilizer Affordability & Access

Fertilizer usage in SSA is limited by a number of factors including farmer demand and
economics, output market demand, and fertilizer accessibility and affordability.

e Fragmented, inefficient e Limited credit for small

importation — high FOB and e Poor inIaan transport infrastructure farmers — constrains
freight costs (road & rail) — high transport costs affordability
« Poor port infrastructure — high e Limited distributor competition e Subsidies have limited reach
freight and port costs ¢ Limited and expensive credit; stringent and often misused —
- (LT i seriten GereeieT collateral needed — constrains supply constrains affordability
iabil imel e Warehouse shortages — constrains e Poor farmer awareness and
. Una}val abllity on a timely supply knowhow — constrains
basis demand

. . s Output

e Limited access to

 Niche, over- e Limited dealer network and reach — limits access and supply stable and
engineered e Low retailer margins vs. other inputs — limits supply and access competitive output
ﬁ:]epnodrfed at o Limited_and expensive credit; high collateral requirements — E?ggﬁg:sfeda”y
higher costs — constrains supply B
few scale ¢ Fertilizer not available in sufficient quantity at the right time in affordability

economies the planting cycle — limits usage
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Conditions for Change & Key Levers

To increase affordability & access and stimulate markets, AFAP must address the following:

: _ : - : Smallholder Output
Production Importation Processing Distribution Agrodealer
Farmer Market

* More financing

» More financing * Education on * Market

for inventory and

for inventory and fertilizer use best development

* Increased * Importer credit * More local
focus from blending &
major * Holding warehouses granulation
fertilizer to improve timely
producers availability
to develop
SSA market © Improved port

infrastructure and
efficiency

e Liberalized fertilizer
trade

Intermediate outcomes

G_\ Lever 1
/ r

New entrants, Lower
costs, More savings

passed on to farmers

I
Expand Supply :
of Fertilizer :

I

Lever 2
@

Improve Finance
in the Channel
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storage

Storage praCticeS
. * Value added
P el " 00ess fo inorease  Processing
avallabilit farmer profitability
closer to farmers « Storage
* Improved subsidy
schemes
Ultimate outcomes
- 3 Lever 3
-~ =~
7 N
4 More farmers
’
f use \ Strengthen
‘\ appropriate ! Demand
\ fertilizers ,
N 7
~ ~Ne_ - -
Lever 4

Improve Policy
and Policy

implementation * * Led by AfDB, NEPAD, AGRA —

AFAP to leverage their efforts
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Systemic Approach to Improve Affordability & Access

Importers/ o
Distributors,

. Blenders/ i Small _ Local & Export
SLpfpller i AR, G Holders Output Markets
Holding ops
Warehouse
Credit —7 Credit —7 Credit —
1. Expand Supply of Fertilizer | 2. Improve Finance in the/Channel 3. Strengthen Demand
e Payment Guarantee to reduce Credit guarantees to facilitate: e Link to interventions that increase
counter-party risk e Working capital (importers, blenders, farmer’s incentive to use fertilizers

diStributorS, I’eta”el’S, CO'OpS) ° Layer Supply and demand Side

e Asset financing (warehouses, granulation plants) interventions in same geographies

| ¢ Market Information Systems
Credit A

Commercial
Banks

Credit

4. Improve Policy

Guarantee
Leverage .

e Work with governments to Africa Fertilizer

- - AGRA
enable SLIJpportlve policies <— NEPAD Agribusiness Partnership Grant(s) —
and regulations ADB (AFAP) _
Fertilizer Flow
—————————— >
[ AGRA & Other Donors } Output Flow

Capital Flow™



Opportunities to Expand Supply & Improve Finance
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These levers will be coordinated through Agribusiness Partnership Contracts (APCs)

Lever
VTN
Expand Payment
Supply of Guarantees
Fertilizer
2
Credit
Guarantees
Grants

Purpose

e Address misperception by fertilizer
suppliers of payment risk by
mitigating counterparty risk

e Gain more favorable import and
credit terms in exchange

— E.g. +180 days of credit for
importers

e Improve efficiency of credit
markets for the agricultural sector
by facilitating:

— Expanded working capital for
importers, blenders, outgrowers,
distributors, retailers and co-ops

— Infrastructure financing to
remove key supply chain
bottlenecks

e Build technical and management

capacity for value chain players
and banks to facilitate increased
credit in channel

Result

Increased focus from major fertilizer
suppliers in developing SSA market
- Reduced FOB and ocean freight
costs, increased credit to importers

Increased imports through more
importers

Increased on-lending from importers
to distributors and retailers

Fertilizer available when farmers
need it due to:

— Increased fertilizer purchasing
and storage capacity for
distributors and retailers

— Increased number of distributors
and retailers carrying fertilizer

Increased distributor competition >
Lower margins

More local blending - Greater
supply of soil and crop-specific
fertilizers

Increased farmer access to credit for
fertilizer purchases



Opportunities to Strengthen Demand & Improve Policy
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These levers will be coordinated through Agribusiness Partnership Contracts (APCs)
Result

ST\

Strengthen
Demand

Improve
Policy

Program
Management

Lever

Grants

Grants,
PPP Dialog,
Advocacy *

Mkt Info
Systems

Program
Admin,
M&E

Purpose

Link with existing output market
value chain programs to improve
access and incentives and
reduce risk for fertilizer use among
small holders

Expand programs that promote
more efficient fertilizer use

Address ineffective policies, e.g.
that limit competition, through
policy analysis and advocacy to
support development of efficient
and stable fertilizer markets

Improve transparency through
information systems that provide
visibility across the supply chain

Monitor to assess impact on
farmgate prices and fertilizer use

Manage and coordinate overall
program to ensure coherence
across multiple interventions

Increased willingness by farmers to
invest in fertilizer

Improved access to value-added
processing and post-harvest storage

Increased access to stable and
competitive output markets

Increased farmer education on
fertilizer use best practices

Supportive policies and regulations
that encourage competitive
markets and enable incentives
along the value chain, as well as for
fertilizer use

More effective intervention
Greater impact on smallholders

* Leverage AfDB, NEPAD, AGRA
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AFAP Partnerships

NEPAD ~ 7 7"« Govt. communications T AGRA

* ISFM research, extension

* Info on fertilizer . o
subsidy programs * Map soil conditions
A . * Innovative financing vehicles A
\ AN * Logistical/admin support 1
\‘ \\ /' //
. _— . .
Agrlt_)usmess exp_ert|se Y * Agribusiness Expertise
* Public-private policy forum v o hi
* Funding mechanism for PPPs * Agribusiness Partnership
-~ Contracts (APCs)
S~ _ . * Business Mgmt Advice
R - o =~ ~
.. . . ~
: g?;trﬁ;pfglro dnelr?lgrilccsreation A * Fertilizer Industry expertise
vt S « Co-financing on PPPs
activities AN N
/ / \ \
/ // N \\
VI’ L7 * Feasibility assessments \%
» Technical/industry expertise » Co-financing on PPPs
* R&D (formulations, pilot * Transnational customs
__ _ plants, field experiment policies L
IFDC stations) * Complementary AfDB

infrastructure investments
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AFAP Governing Principles

* Private Sector Investment

« Competition and Efficiency

« Demand Driven Activities

* Research In-to-Use

« Value Added/Additionality

« Sustainability

« Donor Coordination and Leveraging

 Bottom Line Results
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