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1. Overview  
 

On 28 and 29 May 2018, the Africa Fertilizer Financing Mechanism (AFFM) held a strategy 
meeting in Abidjan, Côte d’Ivoire. Participants, listed in Annex II, included representatives of 
public sector, private sector, service providers, AFDB, AUC, as well as the task force designated 
by the Governing Council to provide guidance as the AFFM adopts a more action-oriented focus.  
 
The meeting achieved its objectives, which included: 

 

 Proposing a shorter and clearer list of activities for the AFFM, with regard to the 2007 
“Framework for the Establishment of the Fertilizer Financing Mechanism”, and the 
current state of development of the fertilizer value chain in Africa. 
 

 Agreement on the AFFM’s approach including target farmers, crops, criteria for country 
selection, and proposed countries and crops for Phase 1.  
 

 Revision of targets, indicators, and a review of available data for tracking progress.  
 

 Development of a first-year timeline to begin implementation.  
 
This report provides a summary of the key points discussed at the meeting and the agreed upon 
outcomes, in the order listed above. Annexes are in a separate volume (Volume II). These include 
a summary PowerPoint presentation and the background material discussed during the meeting. 
These are intended to serve as a resource for the AFFM’s key constituents, especially those 
seeking a deeper understanding of the available evidence and the rationale underpinning the 
strategy. 
 

2. Update of AFFM’s Mandate     
 

In June 2006, the Agricultural Ministers of the African Union Member States met at the 
Conference for an African Green Revolution in Abuja, Nigeria. At this multilateral summit the 
African Development Bank was charged with the establishment of an Africa Fertilizer 
Development Financing Mechanism (AFFM). 
 
AFFM was formally established in 2007 but has been slow to become operational. The recently-
held strategy meeting served to review and refresh the mechanism’s mandate, resources, and 
plan for implementation. Table 1 below presents an updated list of AFFM activities, considering 
the current African context and the need to prioritize select focused interventions that can 
generate measurable results in a short time frame. 
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Table 1. Updated list of activities  
 

No. Former (2007) AFFM Activities* Revised (2018) AFFM Activities 
1. Develop Africa’s fertilizer manufacturing capacity: The mechanism 

will support: (i) pre-investment and feasibility studies; (ii) provision 
of advisory services by governments, including tax incentives that 
promote sustainable fertilizer manufacturing; and, (iii) facilitate 
the formation of investor consortia. The AFFM will also support 
fertilizer manufacturing through public-private partnerships by 
undertaking: (i) economic and sector work to identify 
opportunities for competitive production and trade; (ii) technical 
feasibility studies to identify bankable projects; and (iii) re-
habitation of fertilizer production units to improve efficiency. 

The AFFM will support these activities in 
a limited way, to the extent that they 
help catalyze the development of local 
value chains (input and output markets). 

2. Provide credit guarantees for fertilizer importers and distributors: 
In more sophisticated African markets, mechanisms already exist 
to offset some of the risks involved in purchasing and distributing 
fertilizers. Heeding the lessons of previous efforts to provide credit 
guarantees, the AFFM will assist countries in reviewing, selecting, 
and transferring efficient market mechanisms, and in selecting 
suitable guarantee and support environments within which those 
markets can best function. Such support would include: (i) hedging 
(using futures contracts to avert currency fluctuation risk); (ii) 
credit guarantees for agro-dealers, large scale fertilizer importers 
and distributors (i.e., through existing national or regional 
development banks); (iii) assisting private traders in obtaining lines 
of credit from local banks; and (iv) extending credit to wholesalers 
who are established customers. The focus would be promoting 
economies of scale, i.e., for cost-effective and efficient provision of 
services. Provision of credit guarantee schemes for the fertilizer 
sub-sector can complement efforts to develop distribution systems 
and to support agro-dealers, i.e. by working with institutions such 
as the Afrexim Bank, the Arab Bank for Economic Development in 
Africa (BADEA), and various foundations and non-governmental 
organizations (NGOs).  

The primary focus of the AFFM is to 
provide credit guarantees and other 
financial solutions along the value chain 
in a way that promotes smallholder 
access to fertilizer. 

3. Establish regional fertilizer procurement and distribution facilities: 
Leveraging recent improvements in selected African port and rail 
authorities can significantly reduce fertilizer prices, if such efforts 
are supplemented by large-scale purchasing that guarantees 
economies of scale, and by the provision of adequate warehousing 
space at inland transportation hubs. Formation of multi-country 
trading blocs capable of utilizing common ports and hubs could 
also boost fertilizer availability. Significant storage space is already 
being provided privately, but there are nodal points where public 
storage facilities could impart major efficiency improvements. 
Flexible public-private partnerships schemes could also be very 
useful here - public institutions would provide fertilizer 

This activity was deemed outdated as it 
referred to government procurement 
platforms. However, financial solutions 
in support of bulk procurement and 
distribution may be supported within 
the value chain, under Activity 2. 



Africa Fertilizer Financing Mechanism    Strategy Brief 

 3

procurement and facilities for initial storage, leaving private 
wholesalers and retailers to then distribute it from central nodes. 
Such a platform for regional fertilizer procurement and 
distribution could foster economies of scale, assuming fertilizer 
inventories are matched to reliable supply and demand estimates.  

4. Develop policy instruments: Improving the efficiency of fertilizer 
distribution will require facilitating cross-border trade.  This, in 
turn, will require that macroeconomic policies be better aligned. 
The AFFM will therefore encourage and coordinate government 
efforts to harmonize policies and improve regulatory capacities. As 
subsidies remain the prerogative of sovereign countries, the AFFM 
will not directly finance fertilizer procurement, and hence will not 
directly fund subsidies. Nevertheless, it was agreed that payouts 
can be used to finance  studies and support for policy reforms in 
the sector.  

The AFFM will support regulatory 
streamlining that boosts the efficiency 
of the value chain.*   

5. Institutional, research, and capacity-building activities. Similar to Activity 1., these will be 
supported in a limited fashion to the 
extent they boost the efficiency of the 
value chain and are complementary to 
Activity 2. 

*Source: “Framework for the Establishment of the Africa Fertilizer Financing Mechanism,” African Development 
Bank, October 2007. 

 

 

3. AFFM’s Objective and Approach  
 
3.1. Objective of the AFFM 

 
The AFFM’s objective is to increase agricultural productivity in Africa through increased fertilizer 
use. The strategy is demand-driven and recognizes that farmers, like businesses in the fertilizer 
supply chain, need to see concrete opportunities if they are to invest. The AFFM will partner with 
programs making investments in growing agricultural output markets and strategically select its 
areas of focus based on maximum possible impact over the next 1-3 years1.    
 
 
 
 
 
 
 
 
 
 
                                                        
1 Areas of focus refers to crops, countries, and activities. Impact refers to food production, farmers reached, and 
fertilizer use. 
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3.2. Approach 

 
3.2.1. Criteria for first phase country and crop selection 

 
The criteria for first phase country selection are summarized in Figure 2 below, drawing from the 
following data sources:  
 

 estimated impacts on food productivity per crop conducted by the Technology for African 
Agricultural Transformation (TAAT) program; 

 a list of strategic commodities that have been prioritized by African Union member 
country Heads of State and the African Development Bank’s Feed Africa Strategy; 

 patterns of production in each geographic region, i.e., rice and cassava in West Africa; 
maize in Eastern and Southern Africa, and sorghum and millet in the Sahel, and  

 market size and potential and actual demand.   
 
Wheat in North Africa was considered but it was decided that productivity levels and fertilizer 
use is already quite high, and North African partners such as Morocco’s Office Cherifien des 
Phosphates (OCP) have confirmed their commitment to increasing fertilizer use in Sub-Saharan 
Africa.  
 
Figure 1. Criteria used for country and crop selection 

 
 
 
 

Selection of first phase countries, crops, and interventions

1. Impact on farmers

2. Strategic commodities

3. Demand

4. Opportunities for financing

1. TAAT estimates of potential increase in food 
production.

2. African Union and Feed Africa priority staple 
crops. Top producers and regional balance 
(flexible design allowing for other crops).

3. Global demand for crops and local demand 
for fertilizer. Ability to move product. 

4. Building on current activities of partners. 
Leveraging financing. Policy commitment. 
Local production sites. Target medium sized 
farmers. Quality blends appropriate for soil.

Criteria Metrics
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Based on these criteria, a shortlist is shown below in Table 2 of first phase countries that covers 
the geographic regions. Beneficiary countries will be primarily those that have contributed to the 
AFFM (Nigeria and Tanzania), and those that committed to contribute (Chad), and the countries’ 
commitment to their own agricultural development, progress towards meeting the 10% 
allocation of its national budget to the agriculture sector 
 

Table 2. First phase countries 
Countries Positive Criteria  % Gross Domestic 

Product dedicated to 
Agriculture2 

Nigeria Contributor, high fertilizer demand /large fertilizer market, presence 
of the Nigeria Incentive-Based Risk-Sharing System for Agricultural 
Lending (NIRSAL). 

26 

Tanzania Contributor; high fertilizer demand/ arge fertilizer market; long 
standing government involvement in fertilizer sector. 

27.63 

Chad Pledged contribution  59 
Ghana High fertilizer demand / large fertilizer market.  GoG supportive to 

initiatives on fertilizer use. 
10 

Cðte d’Ivoire High fertilizer demand / large fertilizer market. Government 
committed to expanding fertilizer sector to increase productivity of 
food and cash crops. 

25 

Ethiopia Largest SSA fertilizer market and Government committed to 
expanding (doubling) the fertilizer consumption to meet future 
food/feed demand.   

43 

Zambia High market demand, opportunity for increasing investment in the 
fertilizer value chain. 

20 

Kenya High market demand and Government committed to change to fully 
private sector implemented subsidy model.  

25 

Mozambique Currently a small fertilizer market but potentially high market 
demand. 

>10% in 2015 

 
 

3.2.2. Targets beneficiaries 
 

Within countries, focus will be on value chains that provide opportunities for high impact 
intervention. Below we analyze the market structure of a typical value chain, in order to visualize 
common features that are linked to growth of the fertilizer supply chain. For example, in 
agricultural output value chains these are: 

 The importance of a dynamic market channel exercising “demand-pull.”  

 The presence of a critical mass of small and medium-sized farms with a business 
orientation and appetite for growth.  

                                                        
2Maputo target of 10% total government expenditures for agriculture investments 
3 CIA World Factbook (accessed November 2015) 
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Figure 2 below shows a typical commodity supply chain (based on Mozambican maize), where 
the left channel is made up primarily of subsistence farmers, with some who are more 
commercially-oriented and seek to sell their product into the middle channel (see leverage point 
1, or L1). This selling transaction, and/or the full-fledged movement of farmers into the next 
channel, is typically accompanied by an increase in production, fertilizer use, profitability and 
income.  A key factor in value chains where this happens is the presence of strong demand, in 
this case from the animal feed industry (see leverage point 2, or L2). These are the leverage points 
from which demand can be stimulated, in order to ensure that additional fertilizer supply is 
purchased and applied. 
 
While the AFFM’s primary focus is on the fertilizer supply chain, the selection of crops, countries, 
and intervention points will target commercially-oriented smallholders facing strong demand, in 
growing value chains. It is expected that activities to encourage smallholders to move into 
commercial channels (i.e., along L1) and to support sourcing from these farmers by industry 
actors with high demand (i.e., along L2) will be organized by a range of AFFM partners and 
complementary programs. Such activities could include:  

 

 Activities that directly boost commercialization, such as B2B events.  

 Investments to help move smallholders and medium-sized producers into the 
animal feed channel. 

 Holistic interventions working directly with smallholders, such as that developed 
by the One Acre Fund, AGRA, Babban Gona in Nigeria, etc. 

 Buyer initiatives to source from smallholders. 
 
Figure 2. Value chain showing leverage points  
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3.2.3. Sub-Saharan African fertilizer supply chain and AFFM interventions 
 

While financial solutions supported by the AFFM will target key leverage points in agricultural 
output value chains, other value chain interventions such as those listed above would not fall 
under the AFFM’s direct purview – rather, they would be provided by partners working under 
Feed Africa, TAAT, and African Union strategic initiatives. 
 
A baseline study will be needed in order to measure increases in fertilizer use. Reliable, 
standardized data on fertilizer use by crop do not exist across the continent, with the exception 
of countries where fertilizer use is high (Egypt, Morocco, and South Africa - see Annex VII). For 
most Sub-Saharan African countries, there is a pattern: cash crops tend to absorb the majority of 
the fertilizer while the majority of farmers are smallholders and use little to no fertilizer. 
Interesting exceptions include Burundi where a national subsidy program has significantly raised 
fertilizer use across the board.4  
 
Figure 3 below presents a stylized diagram of a Sub- Saharan African fertilizer supply chain. Note 
the following characteristics: 
 

 The existence of a separate distribution channel for cash crops (i.e. tobacco, cotton, 
cocoa, sugarcane), often vertically integrated and usually dominating the market with 
>50% of the fertilizer volume. 

 In non-cash crop segments, the product exchanges hands more frequently, generating 
additional transaction costs (usually importers to wholesalers to agro-dealers). 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                        
4 Subsidy programs are problematic when they lack an exit strategy and they can distort distribution channels.  The 
AFFM will not provide direct financing for fertilizer subsidies, but where appropriate will collaborate with public 
and private actors involved in such programs.  
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Figure 3. A typical fertilizer supply chain in Sub-Saharan Africa 
 

 
 
The need for financing solutions at strategic points in the fertilizer supply chain was highlighted, 
and this forms the basis for the AFFM’s intervention strategy, shown below in Figure 4. Note that, 
in addition to these points along the fertilizer supply chain, the leverage points depicted in the 
value chain in Figure 2 could, when opportunities exist, also be targeted for the provision of 
financial solutions. For example, “new financial products” shown to target smallholders could 
include crop insurance to be packaged with inputs, warehouse receipts or other forms of 
inventory credit, etc.  Annex IV contains a detailed list of financial solutions to be explored and 
further developed, including hedging, mobile money, insurance, supplier and inventory credit in 
various forms, and hybrid or quasi-financial products such as investment facilitation and results-
based finance. 
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Figure 4. Areas in the supply chain where the AFFM will support the provision of finance 

 
 
The AFFM, through its partners, will also support policy advocacy on key issues that serve as 
barriers to fertilizer trade, quality control, and distribution. Figure 5 below highlights the key 
policy issues affecting the fertilizer supply chain, which the AFFM will support through advocacy 
via the African Union, member governments, and private sector stakeholders. In selected cases 
the AFFM may support the provision of technical assistance to governments committing to make 
tangible progress on specific issues that are critical to the functioning of the fertilizer supply 
chain.  It is worth noting that the newly signed African Continental Free Trade Agreement 
contains provisions for lifting tariff and non-tariff barriers to trade throughout the whole 
continent. Annex V contains a more detailed list of policy issues affecting fertilizer trade, 
distribution, and consumption sorted by policies, laws, regulations, and administrative 
procedures.  Some partners (AUC and UNECA) will naturally be more active in policy discussions 
and support to the reform process. AGRA also supports policy advocacy on the part of the private 
sector in countries where it has programming. 
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Figure 5. The AFFM will promote reforms for priority policy issues 

 
 

4. Key Elements of the Strategy 
 

In summary, the strategy is to first (i) identify strategic commodities experiencing market demand 
and with the potential for increased fertilizer use, in a geographically balanced set of Sub-Saharan 
African countries. Then, (ii) the AFFM will support the provision of credit guarantees and other 
financial solutions along the fertilizer supply chain and as appropriate, at growth leverage points 
in agricultural output value chains.  The AFFM will also (iii) support policy advocacy and targeted 
technical assistance to governments committed to addressing key obstacles to fertilizer supply 
chain growth and efficiency. 
 
Figure 6 below summarizes the overall strategy as agreed by the AFFM task force at the 28 and 
29 May meeting.  The top level of the graphic emphasizes the approach that has been detailed 
above and was discussed in depth at the strategy meeting, and the bottom level highlights the 
systemic impacts of the AFFM’s work when combined with the work of other partners in the 
African agricultural transformation. Along the right-hand side of the figure are answers to the 
question “How will we know we are successful?” These indicators are elaborated more fully in 
the AFFM logical framework, presented below in Table 2. 
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Figure 6. Summary of the AFFM strategy  

 
 
 

5. Proposed activities to move forward the Results Framework and 
Implementation Timeline 

 
Given the state of data in the field, it will be necessary for the AFFM to conduct a baseline study, 
ensuring that data collected follows broadly accepted definitions and is made accessible to 
government, donor, and implementing partners. While there are other initiatives scheduled to 
begin soon5, as of now there is no reliable source with pan-African data and indeed, there is a 
risk that multiple actors could continue to gather data in an ad hoc manner without addressing 
the fundamental problem. While a major overhaul of available data on fertilizer is outside the 
scope of the AFFM’s mandate, the AFFM can contribute to improving the availability and 
accessibility of measures used by the mechanism to track progress. Table 2 below provides a 
proposed update to the AFFM Logical Framework presented in the 2018 Work Program and 
Budget Document currently awaiting approval before the Board. This simplified framework 
contains high priority indicators suggested by task force members and a reduced list of 
interventions based on the more focused strategy adopted during the 28-29 May meeting. The 
logic also follows the new strategy. 

 
 

                                                        
5 Such as a Fertilizer Portal supported by the Bill & Melinda Gates Foundation. 
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Table 3. Proposed activities to move forward the AFFM logical framework 
 

The AFFM ‘s overall objective is to increase agricultural productivity in Africa through increased 
fertilizer use, raising the average to 50kg per hectare. 

Inputs Activities Outputs Outcomes  Indicators  

Identify 
countries, 
crops, and 
value chain 
leverage 
points offering 
the 
opportunity to 
increase 
fertilizer use. 
Collect data on 
market 
demand for 
crops. 

Work with 
partner 
intermediaries 
to provide 
financing 
solutions along 
the value chain. 
 
 

Credit guarantees, 
credit, savings and 
other products 
offered. 

Increased 
availability and 
use of fertilizer 
by target 
farmers 
(smallholders 
with a 
commercial 
orientation). 

 Amount of 
financing 
leveraged 

 Amount of 
fertilizer 
purchased 
through the use 
of financing 

 Number of 
farmers reached  

 Average annual 
fertilizer use per 
hectare (by 
country and for 
targeted value 
chains, by crop) 

 Volume of 
commodities 
produced, area 
cultivated and 
soil health in 
targeted 
countries and 
regions 

 Cost breakdown 
along the 
fertilizer value 
chain 

 Existence of 
rigorous quality 
standards and 
frequency of 
testing 

 

Support 
regulatory 
reform that 
builds the 
efficiency of the 
fertilizer value 
chain. 

Standard templates, 
recommendations 
and processes to 
advance reform.  

Reduced costs 
and barriers to 
trade, improved 
fertilizer quality. 

Identify 
additional 
partners and 
resources 

Support partners 
to offer capacity 
building to 
actors along the 
value chain. 

Memoranda of 
understanding and 
resources pledged. 

Improved 
services, more 
creditworthy 
and investment-
ready actors 
along the value 
chain. 

Support 
feasibility 
studies and 
data-gathering 
(including 
baseline). 

Analytical and data 
inputs provided to 
partners and 
available for 
reporting purposes. 

Increased 
availability and 
quality of data 
on fertilizer 
supply chains, 
fertilizer use, 
and soil health. 

 
Table 3 below presents a preliminary timeline for implementation of the strategy, which, without 
detailing internal Bank procedures, allows time for obtaining approvals and issuing agreements.  
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 Table 4. Preliminary timeline    

 
Date or time period (2018) 

 

 
Event or task 

 

12 June, Cotonou, Benin. Confirm synergies and collaboration with the African 
Development Bank’s TAAT program.  

25 July Governing Council Meeting – discuss and approve the 
strategy and preliminary country and crop selection 

July-August Credit guarantee study – should include identification of 
potential implementation partners  
Negotiations with funding partners 
 

August - October Baseline study 

October- Confirmation of country and crop selection based on 
baseline  
Final partner meetings (funding and implementation) 
 

October Issuance of public funding notification (call for proposals), 
or competition for contracts (management of guarantee or 
other fund) 

November-December Selection process, contract signing and if possible 
disbursement of first tranches of funding to partners 
providing financing solutions along the value chain for 
Phase I countries and crops. 
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Annex III. Priority crops  
 
Table A1 below lists the priority growth crops from the Feed Africa strategy, ranks their relevance 
to the fertilizer supply chain, and indicates where they are grown. To the extent possible this 
analysis should be complemented with baseline data on fertilizer use, an estimation of the “yield 
gap”, distribution of farm sizes, and information on trends in sales and market demand for each 
crop. This list of crops is consistent with priorities validated by the African Union heads of state: 
rice, maize, legumes, cotton and oil palm at the continental level; and cassava, sorghum, and 
millet at the sub-regional level.   
 

 
Table A1. High priority crops, fertilizer use, and top producers  
 

Value Chain High, medium, or 
no* fertilizer use 

Top producers in Africa** 

Rice High Sierra Leone, Côte D’Ivoire, Liberia, Guinea-Bissau, Nigeria, 
Senegal, Mali 

Cocoa High Côte D’Ivoire, Ghana, Nigeria, Cameroon 

Coffee High Ethiopia, Uganda, Cðte D’Ivoire, Kenya, Tanzania 

Cotton High Mali, Burkina Faso, Benin, Senegal Chad 

Horticulture* High Egypt, Morocco, Ethiopia, Kenya, Tanzania 

Palm oil High Nigeria, Ghana, Côte D’Ivoire, Congo DRC, Cameroon 

Sorghum Medium Nigeria, Sudan, Ethiopia 

Millet Medium Nigeria, Niger, Mali, Burkina Faso, Sudan 

Cowpea Medium Niger, Nigeria, Burkina Faso, Mali, Senegal 

Maize   High South Africa, Ethiopia, Tanzania, Kenya 

Soybean Medium South Africa, Uganda 

Wheat Medium/High South Africa, Egypt, Morocco, Ethiopia 

Cassava Medium Nigeria, Angola, Ghana, Congo DRC, Malawi, Côte D’Ivoire 
*Crops with no fertilizer use were removed (aquaculture, cashews, dairy and livestock). Low, medium, and high 
designations were given based on informal consultations with fertilizer industry experts. To maintain this 
categorization a definition should be established for low, medium, and high. 
**Based on mixed internet sources using in some cases production and in others, exports; lists would need to be 
verified if used as a filter in final strategy. 
***Defined as vegetables. 

 
 
 
 
 
 
 
Figures A1 and A2 below show data from the TAAT program on the priority technologies and 
interventions, and the projected impact based ono a holistic set of interventions and outcomes 
which would include increased fertilizer use. 
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Figure A1. Shortlist of TAAT crops  

 
 
Figure A2. Projected impact of interventions through TAAT  
 

 

TAAT Priority Interventions & Technologies

24

• Self-sufficiency in Rice Production

• Cassava Intensification

• Food & Nutrition Security in the Sahel

• Transforming African Savannahs into 

Breadbaskets

• Revitalizing Tree Plantations

• Expanding Horticulture

• Increasing Africa’s Wheat Production

• Achieving Self-sufficiency in Inland Fish 

Production

• Import-quality rice for the west African lowlands

• Cassava for industrial use

• Sorghum/millet for the Sahel

• Small livestock (goats and sheep)

• Water efficient maize for Africa

• Orange fleshed Vitamin A rich s/potato varieties

• High iron beans varieties for Africa

• High yielding wheat varieties

• Aquaculture

PIAs TAAT Quick Win Technologies

Management of pests & disease is a cross cutting theme across all nine technologies

Expected Impact of TAAT on Food Productivity
Commodity 2016 Average 

African productivity  

(Baseline) (metric 

tons/ha)

2016 Average 

productivity  of lead 

producers (metric 

tons/ha)

2025 Average 

African productivity 

(metric tons/ha)

Additional food

production  

(metric tons/ha)

Maize 2 5 4 30 million

Lowland Rice 2 5.5 4 15 million

Wheat 1.5 3.5 3 25 million

Sorghum 1 2.5 2 10 million

Millet 1 2 2 5 million

Cassava 12 24 20 20 million

Small livestock 

(live weight at 12 

months)

25 kg 60 kg 50 kg 10 million

Fish (live weight 

at 6 months)

3 kg 8 kg 5 kg 5 million
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Annex IV. Financial solutions  
 
A recent study on financing for inputs found “traditional credit use, formal or informal, is 
extremely low. Instead, farmers primarily finance modern input purchases with cash from 
nonfarm activities and crop sales.6”   The finding held across credit type, country, crop and farm 
size categories, although as expected input credit was much more important for medium to large-
sized farms.  The 94% of farmers that use cash to buy inputs source those funds from non-farm 
activities; in other words, they may be borrowing on the basis of their non-farm enterprise and 
then using the cash to buy inputs for their farm. Other sources of cash include sales of crops or 
employment earnings (farm wage labor, migration, or working in someone else’s non-farm 
enterprise). 

 
Another surprising finding was the low percentage of farmer reporting that they received input 
purchased in interlinked credit arrangements (6%), i.e., from the buyer or otherwise linked to the 
sale of crops. An exception was for tobacco which almost exclusively uses interlinked input-
output credit. This statistic is important to note because often buyer credit arrangements that 
exist for corporate social responsibility reasons are widely publicized; and in the donor 
community this modality is considered to offer potential for the future. A better look at why they 
are not more widespread, and what it would take to expand them to reach more farmers with 
inputs, would be useful. 

 
At other levels of the value chain, financing is more frequently used. A promising approach that 
has been emerging in recent years is for governments and donors to promote finance at all levels 
of the value chain through structured trade. The term has two origins: 
 

(1) from international trade, in which structured commodity finance refers to 
mechanisms to turn commodities into liquidity across borders (i.e. agricultural 
paper), and 

(2) from project finance, in which the investor takes over and restructures 
relationships between multiple parties in order to reduce risks.  

 
If we combine both definitions, we get “structured trade” which today is used to refer more 
broadly to the development and formalization of supply chains, both agricultural and non-
agricultural (i.e., cereals trade in Southern Africa, horticulture trade from Eastern Africa to Europe 
and the Middle East, and coal and minerals trade from Australia to destinations throughout Asia). 
The United States Agency for International Development (USAID) has been promoting structured 
trade deals through its Eastern and Southern Africa trade hub projects, mostly for staple crops. 
 

                                                        
6 Agricultural input credit in Sub-Saharan Africa: Telling myth from facts. Serge G. Adjognon, Lenis Saweda O. 
Liverpool-Tasie, Thomas A. Reardon. Food Policy, (1992, updated in 2014). 
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One experience that qualifies as structured trade and has recently demonstrated success in 
expanding fertilizer availability is that of the Africa Fertilizer and Agribusiness Partnership (AFAP), 
shown in Figure A3 below.  
 
Figure A3. AFAP leverages financing and facilitates fertilizer distribution  

 
 
Table A2 below presents options for financing (some commonly used, others potential) in 
agricultural value chains in Africa today. Depending on market structure, the regulatory 
environment, and the presence of financial intermediaries willing to offer these products, AFFM 
might facilitate any number of such products with the goal of increasing fertilizer availability and 
use. The credit guarantee study to be conducted by the AFFM should review how these products 
might be complementary to, or used instead of, guarantees in target markets. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

African Fertilizer and Agribusiness Partnership (AFAP) experience with credit guarantees
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Table A2. List of financing mechanisms and where they are used in the value chain 
 

Financing mechanism Fertilizer supply chain Crop value chain 

1. Structured finance Multiple parties (e.g., 
investment in a fertilizer 
production plants) 

Multiple parties (e.g., cross-border 
shipments of cereal crops) 

2. Credit guarantees Importers, distributors 
(wholesalers and retailers) 

Buyers (including importers and 
exporters), traders, lenders 

3. Hedging Offset currency risks for 
importers 

Offset currency risks for exporters 

4. Third party warehouse 
receipts  

Producers can use credit to 
purchase inputs 

Traders with storage facilities and 
producers. Third party lender. 
Non-perishable crops only and best for 
large volumes. 
May be accompanied by a commodity 
exchange. 

5. Inventory credit Producers can use credit to 
purchase inputs. 

Traders with storage facilities and 
producers. 
Non-perishable crops 

6. Crop insurance Packaged with inputs when offered to farmers 
7. Joint “sureté” or 

solidarity credit 
Producers can smooth cash 
flow and use credit to 
purchase inputs 

Voluntary farmer groups 

8. Supplier credit Distributors, including agro-
dealers  

 

9. Contract farming Buyer - package deal 
provided by buyer includes 
inputs 

Farmers’ cost of inputs deducted from 
sale price 

10. Banks, microfinance 
institutions, and other 
lenders 

At any point, if willing to innovate/ develop new products. Most often 
lenders finance non-farm activities 

11. Savings Small agro-dealers can use 
savings to get started 

Farmers can use savings to purchase 
inputs 

12. Digital finance / new 
mobile money 

 
to be explored 

13. Investment facilitation Quasi-finance, quasi-technical assistance products. To be explored. 

14. Results-based finance 
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Annex V. Policy Issues 

Table A3 below lists the relevant policy issues to building a fertilizer value chain.  Highlighted in 

blue are those which should be possible to address most rapidly. Administrative procedures, due 

to their mundane and detailed nature, are often the lowest profile of reform targets. Serious 

efforts to address procedures, however, are needed to lay the groundwork for sustainable 

improvements to the business environment.  

 
Table A3. Policy challenges by category  
 

 
Policies 

 

 
Laws 

 
Regulations 

 
Procedures 

Commitment to zero tariff 
(all except Senegal, Burkina 
Faso and Mali) 

National legislation 
that reflects trade 
agreements 

Guidelines for 
customs inspectors 

Border crossing 
process (time and 
cost) 

Commitment to harmonize 
laws and regulations (by 
regional economic 
community) 

Laws establishing 
accepted norms for 
fertilizer quality 

Required soil 
analysis and 
fertilizer trials 

Sampling, inspection, 
approvals and fees 

Macroeconomic policies 
(achieving low inflation and 
stable exchange rates) 

Laws governing 
financial institutions 
and the provision of 
credit 

Supervision of 
banks, collateral and 
risk guidelines  

Process to apply for 
and receive financing 

Whether and how to 
subsidize inputs  

Laws related to fiscal 
and other controls 

Roles and guidelines 
for public and 
private actors  

Procedures for 
payment, 
distribution, 
verification 

Policies to encourage 
private sector participation 
in fertilizer supply chain 

 Requirements for 
registration of firms 
and products 

Process of 
registration as 
experienced by 
private sector firms 

 
Adjacent policy challenges and opportunities 

 

Fiscal management* Tax codes and/or 
legal sanctions for 
corruption 

Audits and 
compliance regimes 

Process of paying 
taxes 

Natural gas concessions Requirement to 
provide inputs for 
fertilizer plants instead 
of flaring** 

Guidelines for 
enforcing the 
requirement  

Process for audit or 
inspection  

*This is one example; could be anything that blocks investment (for example minority shareholder laws, capital 
controls).  
**Natural gas necessary for fertilizer production is found in Algeria, Angola, Democratic Republic of Congo, Egypt, 
Equatorial Guinea, Ethiopia, Madagascar, Mozambique, Namibia, Nigeria, Tanzania and Tunisia. 
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A number of governments in Africa have chosen to implement subsidized fertilizer distribution 
programs7, including Burkina Faso, Ghana, Malawi, Mali, Nigeria, Rwanda, Senegal, Tanzania, 
Zambia, Mozambique and Burundi.  Studies of these programs have identified a number of 
common challenges; namely the lack of an exit strategy, the burden on Ministry staff, and 
difficulty serving remote areas. The issues faced lead back to the same ones that constrain 
agricultural growth more broadly– the biggest constraint is often not the cost of a bag of fertilizer 
but rather the lack of functional infrastructure or dynamic output market channels. One idea 
posited by the authors of a NEPAD study was for governments to withdraw from the 
administration of fertilizer subsidy programs and allow the private sector to manage and 
implement them. In this way the programs would become more of a market development tool 
and less prone to political capture. This is consistent with the recommendation in this inception 
report for AFFM to consider moving towards results-based programming, with one result being 
market development.  
 
Table A3 also lists a few adjacent policy issues. In selected countries there are opportunities to 
redesign a few key policies, namely those linked to natural resource use and to attracting 
investment.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                        
7 Wanzala-Mlobela, Maria, Porfirio Fuentes and Solomon Mkumbwa, “Practices and Policy Options for the 
Improved Design and Implementation of Fertilizer Subsidy Programs in Sub-Saharan Africa,” NEPAD, FAO and IFDC 
with NEPAD and FAO (2013). 
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Annex VI. Potential for production of fertilizer in Africa 
 
Mwakubo, et al8 have conducted a thorough study of the potential for fertilizer production, 
blending, and distribution in Africa, evaluating the countries in each regional economic 
community by the availability of raw materials, geography and infrastructure, potential demand, 
and political and economic factors. Figure A4 below shows the country clusters, organized 
according to market demand and infrastructure on the one hand, and availability of raw materials 
on the other.  
 
Figure A4. Countries can collaborate to promote the growth of fertilizer production  

 
 
Prior to the strategy meeting and based on the historical objectives that had been attributed to 
the AFFM, it seemed that perhaps the AFFM would support and help broker investments in new 
production facilities. A review of more updated information, however, shows a large number of 
fertilizer production plants expected to come online in the next few years (in addition to the fact 
that Africa is a net exporter of fertilizer), and suggests that attention might better be focused on 
local blending and distribution.  Figures A5 and A6 below from the Argus information service 
depict existing and planned nitrogen and phosphate production projects in sub-Saharan Africa.   

 
 
 

                                                        
8 “African Fertilizer Financing Mechanism: Promotion of Fertilizer Production, Cross-Border Trade and 

Consumption in Africa.” Samuel Mwakubo, George Owuor, Stephen Karingi, Adam Coulibaly, Nassirou Ba, Medhat 
El-Helepi, Guy Ranaivomanana. May 2018. 
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Figure A5. Excerpt from Argus information service market report  

 
 
 
 
Figure A6. Excerpt from Argus information service market report 

 
 
 

* Existing plants with on site ammonia unit; Argus Consulting
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Annex VII. Data on fertilizer use  

The scope of work for the inception report prepared prior to the strategy meeting requested data 
on fertilizer use by crop for selected countries. Data was found for a small number of countries 
but is not widely available. Preliminary data on three countries and estimates of land cultivation 
by crop are presented below along with estimates of market size and the percentage of fertilizer 
supported by government subsidies in selected countries. It is recommended that the AFFM 
invest in a baseline study for targeted regions. 

 

Table A4 Fertilizer use by crop for three countries  

Fertilizer usage (kg/ha)    

Product           Egypt Morocco S. Africa 

Wheat                194                    59                  65  

Rice                283                  169                     -  

Maize                287                  129                141  

Soy                  77                      -                  35  

Fruits                184                  192                188  

Veg                293                  199                290  
*IFA 2015 for fertilizer data, FAOstat for land 
data   

 
 

Table A5 Fertilizer use based on area under cultivation (hectares)     

Country Fruits Maize Rice Soy Veg Wheat Total Land 

Egypt      646,781      1,039,241              -      11,979  
   
655,182  

    
1,425,060  

   
5,609,559  

Morocco      429,014         137,447      4,407        1,000  
   
144,403  

    
2,986,158  

   
7,122,253  

South Africa      314,156      2,700,000      1,144    502,900  
   
140,316  

       
476,570  

   
5,587,327  
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Table A6 Market size and percent covered by government subsidy 

    

Country Market size Gov't subsidy Gov't subsidy 

 (in '000 of mt) (in ‘000 of mt) (in percent) 

Burundi 47                   33  70% 

Ethiopia 867              n/a n/a 

Kenya 621                 174  28% 

Malawi 342                   89  26% 

Zambia 437                 101  23% 

Mozambique 87                     -                     -  

Tanzania 290                     -                     -  

Uganda 61                     -                     -  

Zimbabwe 407                   49  12% 

Rwanda 40  n/a  n/a 

South Africa 1,950                     -                     -  

Mali 806                 447  55% 

Burkina Faso  246                     -                     -  

Cðte D'Ivoire 271                     -                     -  

Senegal 212                     -                     -  

Ghana 420                     -                     -  

Nigeria 1,580  n/a   n/a  

 
 
 
 
 
 
 
 
 
 
 

 


