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With the strengthening of agro-industrial processing
activities in many secondary cities the sector has the
potential to generate employment and galvanise
business creation, and in so doing foster Equitable
Economic Growth (EEG).

The Food and Agriculture Organisation (FAO) defines
agro-industrial processing as "*a subset of manufacturing
that processes raw materials and intermediate products
derived from the agricultural sector.” It broadly translates
as post-harvest activities involved in the fransformation,
preservation and preparation of products that originate
from agriculture, forestry and fisheries for infermediary or
final consumption.!

The JWP-EEG Campaign Cities initiative in Ghana,
Uganda and Kenya, and the knowledge product on
Connecting Systems of Secondary Cities highlighted
the importance of secondary cities to agricultural and
resource-based industrial activities of their hinterlands.

Secondary cities increasingly play a pivotal
infermediary role in the operations of regional and
national supply chains, and are the site of numerous
value-adding and logistical operations, as well as sub-
national government systems (Figure 1).2

Figure 1: Key roles of secondary cities in agro-processing and supply chain logistics

Source: Adapted from Cities Alliance, 2019
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Agro-industrial processing and EEG

For secondary cities to fully realise their potential as
engines of EEG, movement to higher productivity
manufacturing and service sector activity is required.
One way to capture productivity gains is o focus on
the development of priority sectors, namely those
characterised by firms with the greatest potential for
expansion into both domestic and export markets.?
One such sector commonly located in secondary
cities is agro-industrial processing.

The development of agro-industrial processing

in secondary cities can act as an effective driver
of inclusive economic growth in both urban and
rural areas. This is because economic activities in
secondary cities can ‘unlock’ the potential of the
wider regional economy and agro-industrial value
chains can better link urban and rural economies,
and thus underpin economic and social welfare
improvements in rural areas.*

Agro-industry is a sector that can generate alarge
number of jobs, and creates important market and
entrepreneurship opportunities, especially for the
burgeoning youth population in both rural and urban
areas of the Global South. Over time, the growth in
agro-industrial processing can foster the development
of the agricultural sector, the poverty reduction

Challenges

The 2019 World Bank Enabling the Business of
Agriculture report shows that agro-industrial
processing in Sub-Saharan Africa faces the most
significant constraints to productivity in the world.
Many countries are striving to improve the business
climate, including through regional agreements
facilitated by their membership to regional political
and economic unions such as the Economic

impact of which has been shown to be at least twice
as great as investment in any other sector.®

Poverty reduction impacts are largely due to three
characteristics of agro-industrial processing:

- Itis a more decentralised activity compared to
manufacturing;

> Itis a common characteristic of secondary cities;
and,

- Its value and supply chains directly link rural and
urban areas.

Food manufacturing, a key sub-sector of the agro-
processing sector, for example, has significant
potential for reducing poverty because it is less
spatially concentrated than other sectors. Moreover,
it can generate backward and forward linkages
with non-farm sector of services, manufacturing and
construction in both the informal and formal sectors.®

The case study below shows how Cities Alliance
worked with local partners in Agona West in Ghana
to develop alocal economic development strategy
based on the potential of agro-processing.

Community of West African States (ECOWAS). Sierra
Leone, Burundi, Mozambique and Malawi are among
the ten countries that improved the most globally,
although they have a long way to go.”

Challenges faced by secondary cities in the Global
South in realising their agro-industrial processing
potentials include:

Sector level

Firm level

- Lack of integrated value chains;

> Lack of incentives for private sector investment in
agro-industrial processing;

> Inadequate energy, water management systems
and other infrastructures, including lack of
investment in rural-urban linkages;

> Weak access to quality and affordable inputs;

> Weak access to finance and risk management
products.

- Lack of viable business models for agro-processing

> Weak industrial capacities and capabilities,
including technology know-how;

- Supply-side constraints resulting in low labour
productivity;

- Poor product quality control and compliance
challenges related to industry standards and
quality requirements.



Case study: Agona West, Ghana

The agro-processing sector has a fremendous
potential to become a driver forincome growth and
job creation in the Ghanaian Municipality of Agona
West. This is highlighted in the municipality’s Medium-
Term Development Plan (MTDP), which calls for
agriculture to lead local economic development, and
link to broader agro-industries through the supply of
agricultural raw materials.

This is encouraged by the promotion of outgrower
schemes in demarcated agrarian areas. However,

to date the value chain management of agricultural
products in Agona West has been inefficient.
Lengthening the agricultural and agro-processing
value chain could lead to the creation of employment
and livelihood opportunities.®

Figure 2 provides examples of practical measures
that could be implemented in order to lengthen the
Cassava and palm oil value chains.

Figure 2: Measures to develop agro-processing in Agona West

Upgrade processing methods

Currently most of the agro-processing
undertaken by small- and micro-
enterprises is manual. Infroducing

more efficient technologies can result

in more output in a shortfer time frame
as compared fo fraditional methods.
Upgrading processing methods can
generate benefits for smallholder
producers and processors, but also
create permanent employment since
advanced technologies require a
more stable and skilled workforce.

Cassava: peeling machine, washer,
grater, starche extractor, processing
machine

Palm fruit: thresher,
milling machine, oil palm extractor /
pressing machine

Palm fruit: Red oil, kennel oil,
vegetable oil, kennel cake

Cassava: peeling machine,
washer, grater, starch extractor,
processing machine

Processing is currently mainly limited
fo ingredients used in fraditional
meals. Processing of raw agricultural
inputs into new product lines should
be considered in order to diversify
and grow the cassava and palm
oil value chains. This could also
generate permanent employment
as each new product it will create a
need for labour with a specific skillset.
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Packaging protects the product

Facilitate market integration

Integration fo larger cities and
international markets can be
encouraged by improving
fransportation and market
infrastructure, linking to the school
feeding programme products
enforcing regulations, improving
customs procedures, and providing
incentives. Market integration will
ensure market outlets are ready for
agro-products and good prices.

Cassava: Integration into larger markets
in Accra, Kumasi & other cities. Export
dried cassava chips to the European

Union animal feed industry.

R Palm fruit: Market integration into

larger markets

Palm fruit: Linking agro-processing to
feed industry through supply of kennel
cakes
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9 industry, industrial starch for food,
pharmaceutical and paper industries

Both processed products and by-
products can supply local businesses
that depend on agro-inputs as a
raw material, boosting the Agona
West economy. This can lead to cost
savings and increase the production
in these industries, increase revenues
and generate employment. It can
also encourage the establishment of
new businesses.

Palm fruit: Bottling
and labelling

from damage during handling at
the point of production, during

Intfroduce new product lines

fransportation and while it sits in retail
shelves. Packaged products also

Create backwards linkages

maintain quality over fime and sell
for a better price. Packagaing and
labelling will not only create jobs but
yield additional benefits for agro-
processors.

Add value through Packaging
and Labelling
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Agro-industrial processing as an
opportunity for EEG in secondary cities:
policy recommendations

International experiences from agro-industrial
processing support programmes point fo several
core elements of successful city-led agro-industrial
development initiatives. These elements include:

- Planning the wider regional infrastructural
investment to support growth of agro-industrial
processing activities and associated value chains.
Linking towns and cities more effectively to their rural
hinterlands and natural resource base;

- Improving market infrastructure and facilities (e.g.,
basic services, establishing basis for food processing);

- Firm-level support to increase productivity and
strengthen competitiveness of agro-processing firms
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