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To accelerate inclusive and resilient economic 
growth in East Africa by demonstrating how 

key sectors can be transformed 

  

OUR MISSION: 
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WHY IS SECTOR DEVELOPMENT IMPORTANT? – 
THE OPPORTUNITY IN EAST AFRICAN COUNTRIES 

•  The opportunity - markets/sectors in East Africa can be 
competitive 

•  Sector approaches have the potential to achieve impact@scale 
•  Markets do not function on their own – anywhere 
•  Many markets in EAC are under-achieving, particularly in 

agriculture 
•  Mixed levels of capacity and political will 
•  There is real need to trial & demonstrate different approaches  
•  As importantly – there is need for real debate & learning & 

accountability on extent markets are working & government is 
doing a good job 

  



For Gatsby, a sector is only truly transformed when it is: 

 
 
 

COMPETITIVE 

•  Understanding of target markets 
– need for cost or product 
differentiation 

•  Activities could reduce costs, 
increase productivity, stimulate 
innovation, influence demand etc 

•  May be different in local, national, 
international markets 

WHAT DOES SECTOR TRANSFORMATION  
LOOK LIKE? 



For Gatsby, a sector is only truly transformed when it is: 

 
 
 

COMPETITIVE 

INCLUSIVE 

•  Benefit population as much as 
possible – employment, income 
and as consumers 

•  Might require specific activities to 
enable certain groups to gain 
access to market 

•  Not at expense of 
competitiveness as this is not 
sustainable 

WHAT DOES SECTOR TRANSFORMATION  
LOOK LIKE? 



For Gatsby, a sector is only truly transformed when it is: 

 
 
 

COMPETITIVE 

INCLUSIVE RESILIENT 

•  Able to respond to future 
challenges and opportunities, 
independent of external support 

•  Mitigating risk of sector collapse 
and adapting rules and services to 
maintain competitiveness 

•  Representative governance, 
ongoing analysis, mechanisms for 
dialogue, continued shared vision 
etc 

WHAT DOES SECTOR TRANSFORMATION  
LOOK LIKE? 
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SECTOR RESILIENCE BUILDS ON FUNCTIONS & 
RULES 
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3. Who  does? 

4. Who pays? 
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Where are we? The challenge to drive 
both farm and sector performance 
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Reaching beyond the value chain 
How sector governance can improve the 
performance of agricultural commodity sectors 



Objectives 2016-17 
 
•  Understand the drivers, successes, weaknesses and key success 

factors of sector governance instruments from various sectors that 
drive sector performance 

•  Measure sector performance and sector governance 

•  Engage in learning partnerships with emerging sector platforms, 
both to inform and learn from the application of sector governance 
instruments in specific circumstances 

 
 
 

Builds further on sector transformation work by Aidenvironment, IIED and NewForesight 
for IFC (2015) 

IIED, Aidenvironment, Sustainable Food Lab 



National commodity sectors can have structural 
weaknesses that undermine the performance of 
producers and value chain actors 

Sector weaknesses 
•  Price volatility 
•  Production volatility 
•  Poor quality management 
•  Weak organization of small-

scale producers 
•  Poor service provision 
•  Informal trade 
•  Elite capture and rent-seeking 

Negative consequences 
•  Bad quality reputation  
•  Reduced security of supply 
•  Reduced incentives to invest in farmer 

support 
•  High costs to producer support projects 
•  Farmers do not see value in in 

investing in their farms as a business 
•  Negative environmental and social 

impact 
•  Continued reputational risks 



Scaling up good performance from farm level 
requires a well functioning sector 

Producer performance 
•  Profitability 
•  Productivity and quality 
•  Resilience 
•  Social and environmental 

stewardship at farm level 
•  Entrepreneurship 
  
 

Sector performance 
•  Competitiveness 
•  Quality reputation 
•  Resilience to price volatility and 

climate variability 
•  Value capture by producers 
•  Value addition, innovation and 

adaptability 
•  Resistance to rent seeking and elite 

capture 
•  Supply chain transparency 
•  Sustainability at landscape level 
•  Inclusiveness 
  
 



A coordinated sector governance approach has 
potential to achieve sector-wide impacts and offer a 
better environment for private sector investments 

Sector governance 
•  Alignment, coordination and accountability 
•  Revenue generation and reinvestment 
•  R&D and service provision 
•  Market management and promotion 

•  Price management 
•  Quality management 
•  Supply chain transparency 
•  Market promotion 
•  Environmental and human capital management 
•  Organization of the production base 



A wide portfolio of instruments exists that can 
contribute to sector governance 

Alignment, coordination and 
accountability 
•  Sector platforms  
•  Coordination bodies 
•  Sector strategies 
•  Producer and sector level 

M&E 

Revenue collection 
•  Levies 
•  Taxes 
 

R&D and service provision 
•  Research 
•  Extension services 
•  Input distribution 
•  Finance facilities 

Market management and promotion 
•  Price management: commodity exchanges, price setting, 

stabilization funds, buffer stocks 
•  Quality management: standards, control mechanisms 
•  Supply chain transparency: license mechanisms, trade 

registries 
•  Market promotion: branding and marketing of national 

sector 
•  Environmental and human capital management: 

standards, spatial planning, moratoria 
•  Organization of the production base: (state-sanctioned) 

producer companies, contract farming protocols 



Case – ICAFE: Price politics, quality management, 
supply chain transparency and investments managed 
at arm’s length from government  

•  Value capture by farmers: minimum farm-gate price guarantees a certain 
proportion of export price by farmers: farmers paid annual weighted average 
of (at least) the minimum daily reference price. Washing stations and 
exporters receive a fixed proportional margin. 

•  Price stability: Stabilization fund (FONECAFE) compensates farmers when 
prices drop below cost of production by more than 2.5% 

•  Competitiveness: National quality standards and control mechanisms. 
Regulated choice of varieties (100% arabica). ICAFE promotes the Costa 
Rica brand. Its coffee receives a premium on the world market. 

•  Revenue generation and reinvestment: Revenue from levy: 1.2% of export price to 
ICAFE for its functioning and investment in research, export promotion, quality 
management and pricing mechanism. 0.5% to Stabilization Fund 

•  Inclusiveness: the ICAFE Board comprises representatives of the producers, washing 
stations, exporters, roasters and national regulatory powers 

•  Transparency: Traceability organized pre-competitively. Compulsory registry of all actors 
and all trade contracts 

•  Sustainability: Integrated within technical assistance. Development of special programs 
(e.g. climate finance / mitigation) 

 

% in export price 

Farmer 80 

Washing 
station 

14.9 

Exporter 3.3 

ICAFE 1.2 

Stabilization 
Fund 

0.5 



Case studies 
Sector 
alignment 

Value 
capture by 
farmers 

Price 
stabilization 

Quality and 
reputation 

Transparent 
supply 
chain 

Sustain-
ability 

CCC – cocoa Ivory Coast þ þ þ þ 
COCOBOD – cocoa 
Ghana þ þ þ þ 
Cocoa Sustainability 
Platform - cocoa Indonesia þ 

Cotton – Burkina Faso þ þ þ þ þ 
Cotton – Zambia þ 
ECX – coffee Ethiopia þ 
FNC – coffee Colombia þ þ þ 
ICAFE – coffee Costa Rica þ þ þ þ þ þ 
VCCB – coffee Vietnam þ 
KTDA – tea Kenya þ þ þ þ 
Agro-ecological zoning – 
sugarcane Brazil þ 

PASH - palm oil Honduras þ 
National Platform - 
Pineapple Costa Rica þ 



Discussion 

Producer performance 

Sector governance 
•  Alignment, coordination and accountability 
•  Revenue generation and reinvestment 
•  R&D and service provision 
•  Market management and promotion 
 

Sector performance 
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HOW TO MEASURE AND EVALUATE? 

High level theory of change for Gatsby Africa 
Programmes 

Measurement needs to capture our performance in supporting critical 
functions and rules, and the extent to which these are successfully creating 
the right sector conditions. 

Sustained national socio-economic impact 
Impact of 

sector 
transformatio

n 



A sector diagnostic methodology 

Objective 
 
To conduct a sector diagnostic from a sector governance perspective 

•  Policy and program design: identification of priority interventions 

•  Monitoring, evaluation and learning: setting a baseline and progress 
monitoring 



Two key questions 

What is the performance of the 
sector? 

Sector governance 
•  Alignment, coordination and accountability 
•  Revenue generation and reinvestment 
•  R&D and service provision 
•  Market management and promotion 

•  Price management 
•  Quality management 
•  Supply chain transparency 
•  Market promotion 
•  Environmental and human capital 

management 
•  Organization of the production base 

Sector performance 
•  Competitiveness  
•  Value capture by producers 
•  Resilience 
•  Value addition, innovation and 

adaptability 
•  Resistance to rent seeking and 

elite capture 
•  Supply chain transparency 
•  Sustainability at landscape 

level 
•  Inclusiveness 

What is the quality of the instruments, 
systems and capabilities at sector level 
that influence this performance? 



How to define sector performance? 

 

Competitiveness 
• Production volumes 
• Market shares 
• Quality reputation in key markets 
 

Value capture by producers 
• Distribution of value between farmers and value chain actors 
• Price discovery / incentives for quality at all levels of supply chain 
• Distribution of power through the supply chain 
• Autonomy in choice of market channels 
 



How to define sector governance? 

Sector alignment, coordination and accountability 
(Sector platforms & coordination bodies) 
Representation • Representation of all major stakeholders in the sector  

• National buy-in and balanced voice different stakeholders 
Governance 
 

• Clear roles & responsibilities  
• Strong leadership and facilitation 
• Democratic decision-making 
• Systems of checks & balances 

Resources • Commitment  and sustainability of resources 
Shared vision • Insights on key issues and root causes 

• Shared vision on sector transformation 
Joint strategy, including 
clear KPIs  

• Strategy includes clearly defined objectives and KPIs.  
• Includes a long-term vision with sequenced milestones. KPIs need to be 
meaningful, measurable.  

Alignment of investments • (Pre-competitive) investments by different stakeholders in the sector are aligned 
• Provides a connection and negotiation structure for dealing with external 
programmes 

M&E system • Monitoring system to measure progress on sector transformation (producer and 
sector level) 

Communication & 
learning 

• Communication of M&E results 
• Use M&E results for learning and continuous improvement 



Discussion 

•  What are aspects of sector performance that we think best 
indicate a well functioning sector? 

•  What are indicators we would love to have and track showing us 
whether the sector is improving over time? 

 
 Sector governance 

•  Alignment, coordination and accountability 
•  Revenue generation and reinvestment 
•  R&D and service provision 
•  Market management and promotion 

•  Price management 
•  Quality management 
•  Supply chain transparency 
•  Market promotion 
•  Environmental and human capital 

management 
•  Organization of the production base 

Sector performance 
•  Competitiveness  
•  Value capture by producers 
•  Resilience 
•  Value addition, innovation and 

adaptability 
•  Resistance to rent seeking and 

elite capture 
•  Supply chain transparency 
•  Sustainability at landscape 

level 
•  Inclusiveness 



How to measure sector 
governance and performance? 

Indicator Scorecard Evidence 

Performance 

• Quality reputation 
in key markets 

The sector has a 
poor quality 
reputation 

The sector has an 
average quality 
reputation 

• The sector has 
a good quality 
reputation 

• Product quality 
grades 

• Premium on 
world market 

• Distribution of 
value between 
farmers and value 
chain actors  

• Value distribution is 
considered to be 
unfair and 
detrimental to farm 
and value chain 
actor performance 

• Value distribution is 
considered to be 
unfair at certain 
periods/ for certain 
groups 

• Value distribution 
is considered fair 
and incentivises 
farmer 
investments 

• Farmer % in 
export price 

• Farmer & export 
%  in end price 

Governance: Sector platforms and coordination bodies 
• Representation of all 
major stakeholders in 
the sector  

• National buy-in and 
balanced voice 
different stakeholders 

• No platform exists / 
very low 
representation by key 
stakeholders 

• A platform exists, but 
not all key 
stakeholders 
participate / several 
platforms exist in 
parallel. 

• One platform exists 
with active 
participation of all 
key stakeholders. 

• Membership base 



Discussion 

0% 
20% 
40% 
60% 
80% 

100% 

Alignment, coordination, 
accountability 

Revenue generation and 
re-investment 

R&D and service 
provision 

Price management 

Quality management Supply chain 
transparency 

Market promotion 

Environmental and 
human capital 

Organization of the 
production base 

•  What is the value of using a scorecard method? How to 
apply it? What alternatives exist? 


