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Feeding Hungry Cities
Linking Rural Supply through Private Investment

Exodus from rural areas and growth of megacities threaten food security and increase
the risk of civil unrest in sub-Saharan Africa. The depopulated and underproductive
agricultural sector will be unable to support growing urban food demand, while
heightened urbanization raises the specter of unemployment and food-related violence in
cities. The international community already seeks to improve food security by promoting
smallholder farming through education, technology, and financial assistance. Insufficient
attention, however, has been paid to linking smallholder farms to national markets. To
address this supply chain issue, the United States should expand its ongoing campaign to
promote private sector investment in the region’s infrastructure with a focus on the
transport sector. Through increasing rural connectivity, this measure will help prevent
instability by improving rural livelihoods, discouraging growth of urban slums, and
bolstering food security.

Introduction

Sub-Saharan Africa (SSA) is experiencing unprecedented urban growth. The number of
mega-cities, cities with over 10 million inhabitants, is expected to rise from 3 in 2010 to
35 in 2050." Fueled in part by staggering levels of rural-urban migration, this massive
urban growth will strain the supply of the region’s weak agrarian sectors, while ongoing
exodus from economically stagnant rural life will hollow out agricultural production.”
The resulting food deficit will cause scarcity and price volatility that threatens the
stability of urban centers. Previous food crises in SSA have led to rioting, coups, and
ethnic violence. These social disruptions threaten African democracies and undermine
U.S. interests in the region.

Untapped rural agricultural supply can mitigate increasing risk of food insecurity. To
complement the successes of current U.S. development strategies that bolster smallholder
farming, the United States must facilitate private sector investment in SSA’s transport
sector through a focused campaign. The resulting boost in rural connectivity will improve
food security by providing an apparatus for the passage of agricultural yields to
vulnerable urban centers. With this approach, the Washington can prevent the instability
that arises from worsened security and ensure long-term resilience to food shocks and
price volatility.

Urbanization and Food Insecurity: the Path to Social Upheaval

Rapid urbanization in SSA threatens food security on two fronts. First, increasing
urbanization places a greater strain on African governments to provide food and public
services for their inhabitants. Second, when people migrate to urban centers, fewer
farmers remain in rural areas to support agricultural production. A weaker agricultural



sector will make the region more vulnerable to global food shocks. Combined with high
unemployment rates and a growing restless youth population, deteriorating food security
could precipitate civil unrest and jeopardize regional stability.

Urban Population Boom

By 2050, SSA’s urban population is projected to reach 1 billion, comprising two thirds of
the total population of the region.’ In addition to natural population growth, an influx of
rural-urban migration will contribute to the growth of cities.* Now accounting for up to
75 percent of urbanization in the region, push and pull factors will drive the influx of
people into cities.’

Abundance of youth. High birth rates and declining infant mortality have caused a
demographic shift in sub-Saharan Africa in which youth populations are largest
and fastest growing in the world.® One third of the region’s population is aged 10
to 24, and youth make up the majority of unemployment on the continent.” By
2050, the population aged 15 to 24 is expected to more than double from 200
million to 450 million.® As the youth population grows, governments will find it
difficult to provide adequate employment. Youth unemployment is a key driver of
rural-urban migration as quality education and job opportunities are sparse in
rural economies.” Additionally, while rural families migrate to urban centers, the
tradition of large families is brought to cities, increasing the population density.'°

Lack of opportunity for rural farmers. Those living in the countryside are
particularly affected by poverty in sub-Saharan Africa. Historically, governments
in the region have neglected rural infrastructure and development in favor of the
urban centers.'' Though 59.6 percent of rural Africans work in the agricultural
sector, the majority of them do not have access to technology, financial services,
and infrastructure necessary to produce above subsistence.'? Ironically, rural
farmers are net consumers of food and often recipients of food aid."* However
rural life offers little social mobility, driving people away from the poverty trap of
remote villages."*

False promise of urban life. For many of SSA’s poor, migration to the city is
considered an opportunity to improve one’s status and livelihood.'® These
opportunities are pull factors especially for youth, who may expect to find quick
cash jobs in cities.'® However, urban centers are unprepared to accommodate
employment for migrants, and this group tends to earn less than their urban-born
counterparts. '’ This migration pattern results in over-crowding, low-wage
employment, unemployment, and poverty in cities. Between 1990 and 2010, the
number of urban slum-dwellers in SSA doubled from 103 million to 200
million.'® Only a quarter of African men find jobs in the formal economy before
the age of 30." As migrants leave their homes to join the growing population of
the urban poor, they find themselves no better off than before.*’



As long as incentives remain for rural poor to migrate to urban centers, the population of
urban poor will increase at an alarming rate. Along with demographic trends and already
high natural urban growth, the region will experience both the economic growth and risks
associated with rapid urbanization. One such risk is a drastically declining outlook for
food security.

Urbanization and Food Security

Rapid urbanization in SSA poses a threat to food security by creating an imbalance in
food supply and demand, producing risk factors in slums, and instability, and redirecting
resources and land from the agricultural sector.

Market imbalances. Urban population growth will make the economies of SSA
more vulnerable to food shocks. The migration of rural farmers to cities increases
the urban population relative to that of rural areas. This shift means a higher level
of net consumers relative to producers of food.?! With the development of urban
centers, consumers have more income to spend on food and adopt diversified
diets. These factors sharply increase demand for different types of food, further
compounding the issue of inadequate production.”” As this gap between supply
and demand grows, countries will become more reliant on food imports, and food
price volatility and food shocks will pose a significant threat to food security. One
widely cited estimate is that, accounting for demographic growth and
consumption levels associated with urbanization, the overall increase in
agricultural production must reach 70 percent by the year 2050. * The
consequences of this threat to food security are particularly severe for the urban
poor of sub-Saharan Africa, who spend a larger fraction of income on food.*

Urban malnutrition and instability. Unsafe conditions in urban slums further put
urban-dwellers at risk of malnourishment and food insecurity. More than 60
percent of SSA’s urban population lives in slum conditions. ” Residents
experience chronic poverty and high rates of unemployment. With low purchasing
power, and no ability to farm for subsistence, slum-dwellers are most vulnerable
to food shocks.”® In a sample study of 3,000 households in two slums of Nairobi,
85 percent of households were food insecure. With few options, slum-dwellers
may turn to negative coping strategies like theft and violence.”’

Crowding out agriculture. When cities expand, urban sprawl competes with rural
and peri-urban farms for land and irrigation resources, such that the ability of
farmers to produce is threatened.”® This phenomenon occurs around both major
and medium-size cities that are emerging in the region. The arable land that is
converted to residential or industrial areas is often vital to supplying perishable
foodstuff to cities. One study of urban centers in Ado-Ekiti, Nigeria indicates that
urban infrastructure decreased agricultural land by 10 percent, soil fertility by 35
percent, and the value of total food production by 28 percent between 1956 and
2006.%° The sprawling growth of Nairobi cuts into the most fertile and intensely



farmed regions of Kenya, accelerating competition for water and decreasing
agricultural output.*

A variety of environmental factors already exacerbate food insecurity in SSA. Recent
drought caused by climbing temperatures produced extreme famine in the Horn of
Africa.’ Precarious weather patterns make supply and prices increasingly volatile.
Agricultural disease and growing demand for biofuels further reduce the region’s food
sources. Combined with rapid urbanization, food security prospects in SSA are grim, and
threaten the stability of African democracies.

Food Scarcity and Instability

Food insecurity leads directly to political instability. Data from 1990 and 2008 indicate a
causal link between rainfall, crop size, and riots. The more scarce the food supply, the
greater the likelihood of anti-government protests, civil conflict, and democratic failure.”
Another study found a correlation between a certain threshold of food prices and civil
unrest.>* Of the seven countries with the most food-insecure people, six have experienced
civil conflict in the past decade.” The 2007-2008 global food crisis demonstrated the
relationship between high prices of staple food and unrest as food riots broke out in 48
countries worldwide.*® In Mozambique, the price of maize increased by 87 percent from
2007 to 2008, and a series of violent clashes left several dead and 100 injured. Countries
like Egypt, Senegal, and Guinea experienced store lootings and riots in response to food
prices.

Countries with large urban populations were more likely to face protests during the food
crisis.”® Even a small shift in food accessibility can put thousands of citizens at risk of
undernourishment, malnourishment, and starvation. With growing numbers of
disillusioned youth, urban slums are poised to become hotbeds for protests, unrest, or
civilian militias in the event of worsened food insecurity. In Kenya’s Kibera slum
violence broke out after a candidate promising to address food insecurity and lack of
public services lost the 2007 election.” The death toll reached 800 as the crisis escalated
to ethnic clashes and gang violence.* This pattern of social disruption in relation to food
scarcity repeated itself in 2010 and 2011 when food prices rose again. The Arab Spring is
often linked to public anger over food prices, which precipitated conditions for protests.*!
The 2012 Tuareg rebellion in Northern Mali was driven by drought and government
mismanagement of food aid.*” Riots in South Africa were triggered by the scarcity of
maize.” In these cases, food price volatility and insufficiency led to civil unrest, ethnic
conflict, and regime overthrows. The potential for this violence remains high with the
risk of widespread food insecurity in the near future. Political instability is a threat to
U.S. interests in the region.



Figure 2. FAO Price Index and Conflict **
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U.S. Strategic Interests

The United States has a vested interest in the regional stability of SSA. Unrest in urban
centers threatens African democracies by increasing the risk of ethnic violence, regime
overthrows, and social upheaval. If these issues persist, they may also lead to rise in
terrorism, organized crime, and extended conflict as groups struggle to control food
resources.” A major provider of development assistance to SSA, the United States has
devoted substantial financial resources to stabilizing the region. In 2014, USAID
channeled $9.5 billion for 3,700 aid projects to SSA.* Instability resulting from rapid
urbanization and food insecurity threatens returns on U.S. financial commitments in
regional development. The United States is a global leader on sustainability, and
cooperation on food security provides an opportunity to set a positive example of
sustainable, private sector-led approaches to mitigating food insecurity and its
consequences.

Current Programs for Smallholder Farmers

The international community and the United States have sought to support farming in
rural SSA with the goal of improving food security and rural incomes. These
interventions have traditionally focused on raising productivity, but have placed less
emphasis on incorporating smallholders into commercial agricultural supply chains.



More than 80 percent of African agricultural production is from smallholder farms—
generally no larger than 2 hectares. *’ Small-scale farms produce more per land area than
large commercial farms given the right inputs and technology.** One study examining
286 smallholder plots in 57 countries found that when farmers adopted sustainable
technologies, average crop vyields increased by 79 percent.*” The opportunity for
increased output means that smallholders could bridge the production gap to prevent
future food crises.”® If incorporated into the commercial supply chain, smallholders can
meet growing demand from urban areas and provide a buffer to price shocks.”'

The World Bank estimates that investments in rural agriculture would reduce poverty
three to four times more rapidly than equivalent ventures in other sectors of the
economy.’® With large-scale agriculture, financial gains are concentrated among a few.
But as small-scale farms are commercialized, demand and wages for unskilled labor rise,
promoting a cycle of broad-based development for rural poor.” These improvements in
livelihoods decrease incentives for migration to urban areas. Thus, bolstering smallholder
farming not only improves food security, but also ends cycles of migration and urban
poverty that exacerbate food insecurity.

Limited access to credit, inputs, technology, and modern farming techniques for
smallholders prevents the productivity jump needed to mitigate impending food
insecurity. Recognizing these barriers, major OECD donors, the World Bank, and the
International Fund for Agricultural Development have implemented programs that
expand smallholder capacity to produce.”

*  The United States and smallholders. USAID provides technical assistance and aid
to smallholders through its Farmer to Farmer and Feed the Future programs.”
These interventions focus on providing inputs, tools, and financial services
necessary to maximize yields. The United States has also implemented programs
to improve post-harvest storage and create farmer cooperatives that improve
coordination in reaching buyers and accessing resources.”®

* NGOs, 10s, and smallholders. Most prominent international development NGOs
like Oxfam, Bill Melinda Gates Foundation, and World Vision also target
smallholders through community-based interventions. Microfinance, improving
access to ICTs, and cash transfers are common platforms to assist smallholders.
The World Bank, the United Nations, and the African Development Bank also
fund and support numerous initiatives for strengthening SSA’s agriculture.

While improving the lives of many small-scale farmers, these responses lack a
framework to integrate smallholders into agricultural supply chains and link food supply
to growing demand from urban areas.



An Obstacle to Smallholder Farming: Poor Road Networks
Incorporating small farms into the agricultural supply chain is crucial to achieving food
security. However, road networks in SSA are notoriously poor and are a major obstacle to

commercializing smallholder yields.

Figure 2. Agricultural Supply Chain for Smallholder Farmers
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The agricultural supply chain entails a series of commercial links between firms that
produce, store, process, and trade a good (see Figure 2).”’ Most small farms are not
connected to formal markets, instead storing and selling their surplus locally.”® Engaging
smallholders in formal market outlets expands the reach of their product, reduces
logistical costs, and lowers price uncertainty. This process generally occurs when
agricultural companies contract production of a good to smallholders, thus benefitting the
purchasing firm by guaranteeing supply of products that meet specifications.>

Road quality and density in rural areas of SSA is low—more than one third of rural
farmers are too geographically and economically isolated to get their goods to market.
Only 19 percent of the region’s roads are paved.®® The continent has the highest transport
costs in the world, especially in terms of average incomes.®’ Without sufficient road
infrastructure smallholders cannot move beyond subsistence agriculture, regardless of
productivity.” One study of smallholders in Kenya estimates transportation costs from
farm gate to the port of Mombasa to account for 80 percent of costs to the producer.®
Agribusiness has limited reach and supply areas remain close to cities, keeping
smallholders in remote areas from being incorporated into the supply chain.®* This
logistical barrier must be met with improvements in rural transport infrastructure that
create an urban-rural continuum.

Investments in rural transportation infrastructure would improve food security in the
following ways:



* Lower transport costs. Heightened rural connectivity dramatically decreases
transport costs for producers. The result is higher profit for farmers and
agribusiness. Surveys in Benin, Madagascar, and Malawi indicate that transport
costs account for 50 to 60 percent of all marketing costs for farmers.®> One study
on Rwandan coffee farmers estimated that a 50 percent reduction in transport
costs in rural areas would lead to a 20 percent gain in profits.°® Increased profit in
turn allows greater pre-harvest investment and higher productivity. An OECD
report estimates that improving local roads can double agricultural productivity
and quadruple sales.®’

*  Growth of agricultural markets. With improved access to markets, formerly
isolated subsistence farmers would have an opportunity to cultivate small and
mid-sized commercial farms, which are most effective at ensuring food supply
and food security.”® A study of 13 African countries examining data on the quality
of rural road networks found that countries with less integrated domestic markets
had higher levels of food insufficiency.® Road improvements allow farmers to
promptly transport goods to a collection point, minimizing post-harvest food
waste.”’ Better transport mechanisms also lead to more effective redistribution of
food in which surplus production in one region can compensate for a food deficit
in other regions.”' In these ways, a transport structure for smallholder outputs
advances food security.

* Increased rural incomes. The connectivity of rural farms not only benefits
smallholders, but also generates both farm and nonfarm wage employment. These
jobs may include agriprocessing, trucking, and construction. As a result, increased
incomes in remote areas further spur growth by attracting investment and drawing
in non-agricultural industries.’”” In Ethiopia, development of the rural-urban
supply chain for teff led to rural growth with the presence of retail shops, traders,
commercial flourmills, and trucking.” This expansion of local economies reduces
rapid urbanization by improving rural livelihoods so that seeking employment in
the city is no longer an incentive for rural poor and disenfranchised youth.”

Connecting smallholder output to formal markets requires better transport infrastructure.
However, significant barriers prevent the extension of rural road networks. The
substantial financial and resource costs of these projects strain government budgets and
make coordination difficult. Nearly three quarters of infrastructure projects in Africa fail
to get off the ground.” Inefficient and corrupt bureaucracies make large road projects
sinkholes for government funds.”® To minimize these complications, recent approaches
have involved the private sector to better finance, design, and implement such projects.”’
Private sector investment in the transport sector will be crucial to linking rural
smallholder supply to urban markets.



Policy Response: Linking Rural Supply to Urban Demand

“The commercial promise of Africa’s agricultural renaissance can be realized only if
products actually get to markets”
- Peter Njenga’®

The United States must take preventative measures to combat impending instability.
Urbanization has the potential to drive economic growth but food insecurity threatens this
dividend. By focusing on rural agriculture, an objective already high on the development
agenda, the United States can assist African democracies in ensuring long-term resilience
to food shocks. This approach to combating instability is also an opportunity for
Washington to expand commercial investment and improve perceptions of the United
States in the region.

The international community has recognized the potential for smallholder farmers to
improve food security. Most aid has focused on increasing productivity of smallholders,
yet commercializing farms and connecting smallholders to markets is fundamental to
meet growing urban food demand. Rural transport infrastructure remains a major barrier
to incorporating smallholders into this agricultural supply chain. Private sector
investment in infrastructure reduces the corruption and funding strain associated with
government infrastructure projects. In order to incentivize the U.S. private sector to
invest in SSA’s rural connectivity, the United States must expand its efforts to promote
private involvement in infrastructure, with a focus on the transport sector.

Private Investment in Transport

The U.S. private sector has the potential to help bridge the transport gap between rural
areas and formal agricultural markets and safeguard food supply to urban centers.
Traditionally, African government policies have failed to promote private sector
participation in transport infrastructure development.”” However, with economic growth
and an improved regulatory environment, private engagement in SSA’s transport sector
has increased in recent years:

* Road infrastructure. External financing of infrastructure in SSA has increased
from $5 billion in 2003 to $30 billion in 2013.* Investments in transport
infrastructure in particular are growing and are no longer driven by extractive
industries.?’ In Mozambique the N4 toll road successfully linked Guateng to
Maputo through a public private partnership (PPP) involving the company, Trans
African Concessions. > With concessionaire, Effiage Group, the Dakar-
Diamniadio toll road improved mobility near the capital and saw the formation of
small farmer businesses nearby.*® Chinese firms have recognized the profitability
of infrastructure investments on the continent, constructing roads like the
Apakun-Murtala access road in Nigeria, a PPP with China Harbour Engineering
Company.84
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*  Commercial transport industry. Recent years have also seen growth of SSA’s
private transport sector. Commercial bank loans and foreign direct investment
(FDI) in agriculture are on the rise and have led to growth in trucking for
agricultural transport.®” East Africa’s high value fruit and vegetable exports have
attracted FDI in transport and marketing.® In countries like Nigeria, Senegal, and
Ethiopia, a “quiet revolution” is occurring in the trucking industry with the
emergence of many small and medium firms along agricultural supply chains.®’
U.S. private equity firm, Carlyle Group, recently purchased a 50 percent stake in
Mozambican cargo transport company, J&J.*® This growing industry provides
another investment opportunity for U.S. companies.

Private involvement in the transport sector has significant potential gains for U.S. firms
and can bridge the transport deficit that is a bottleneck for agricultural supply chain
development in the region. The financing introduced for infrastructure projects provides
fiscal relief for governments of SSA.* External financing for larger expressways and toll
roads also frees up public funds that can be used for the most remote arterial road
networks.”® These projects are also less likely to suffer from the inefficiencies and/or
corruption that plague the region’s public sector, thus improving overall quality and
efficiency.”’

Facilitating Transport Sector Investment.: Expanding DBIA

In 2012 the Doing Business in Africa Campaign (DBIA) was launched to help U.S.
companies take advantage of investment opportunities in SSA.”* At the 2014 U.S.-Africa
Business Forum, President Obama pledged $7 billion in financing to promote U.S.
exports and investments under DBIA and U.S. companies announced construction
investments worth $14 billion. These two-year commitments to the DBIA campaign
involved cooperation between multiple donor and commercial government agencies,
along with U.S. companies. This executive order also established a President’s Advisory
Council, led by the U.S. Secretary of Commerce and comprised of private sector actors,
to generate new initiatives promoting commercial engagement between the United States
and Africa.”

Despite the DBIA initiative toward private sector involvement in developing SSA,
transport sector has not been a priority of the campaign. Roads represent less than 1
percent of commitments for private participation in infrastructure in SSA between 2005
and 2013.”* The financial and developmental returns to these investments are long term,
and revenue streams can be more volatile than in other sectors.” Perceptions of high
investment risk and cumbersome legal structures in SSA make for high uncertainty.”
However, frameworks are in place for mitigating risk, which the United States can
leverage to encourage investment.

In order to facilitate U.S. private investments in SSA’s transport infrastructure and

transport industry, the United States must further establish mechanisms for
communication between public and private bodies, encourage the uptake of risk
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mitigation strategies, and engage a range of U.S. agencies to incentivize private
investment in SSA’s transport sector.

* Lowering information costs. A primary role of the United States is functioning as
a source of information and liaison between companies and host governments.
Through the DBIA campaign, the United States can mobilize the Department of
Commerce, Department of State, U.S. Trade and Development Agency, and the
U.S. Department of Transportation to assess investment opportunities and brief
eligible private sector companies on possible business ventures. By corresponding
with stakeholders and partners, these agencies can facilitate U.S. company bids
for PPP, produce memorandums of understanding with host governments to
cooperate on road investment projects, and support private sector deals in trucking
and logistics. The DBIA campaign has this set of approaches in their arsenal and
should apply them to the transport sector.

* Facilitating access to insurance. The United States should assist companies in
mitigating investment risks. Workshops that promote efficiency and best practices
for contracting projects in Africa’s transport sector have seen success in the DBIA
campaign. Overseas Private Investment Corporation (OPIC) insures losses due to
political risk and committed up to $1 billion in financing and insurance to
catalyze private sector investment in Africa in 2014.°" To continue its
commitment to DBIA, OPIC can renew its funding with a specific allocation for
road infrastructure. The World Bank and African Development Bank also
mitigate investment risks by financing host government guarantees and insuring
against regulatory, currency, and political risks.”® The United States should
support private companies in applying for insurance from external sources of risk
mitigating institutions.

*  Expanding the Advisory Council. The President’s Advisory Council for the DBIA
Campaign should expand to include the transport sector. In 2015, the Council
proposed establishing a U.S.-Africa Infrastructure Center to identify and vet
infrastructure projects, yet did not address transport infrastructure.’”” Bringing
companies with interest in the transport sector to the table can better align
initiatives to funding SSA’s roads and bolster the transport industry.

These strategies do not require an overhaul of U.S. government resources. By building on
the existing DBIA Campaign model that catalyzes private sector investments in SSA, the
United States can easily begin to strengthen the transport sector. Because the DBIA
campaign is included in the fiscal year 2016 budgets of the involved agencies, the
funding burden is shared.'® These changes would not involve congressional approval and
would simply be a shift in focus under the guidance of the Secretary of Commerce and
the Advisory Council. Between these bureaus, this campaign can deliver project
planning, risk mitigation tools, cooperation with host governments, and financing that
will boost commitments in SSA’s transport sector. As private sector funding fuels road
construction and bolsters transport industries, growth in the transport sector will create a
nexus between rural food supply and urban demand.
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Conclusion

Private investment in road infrastructure and commercial transport of SSA has the
potential to transform agricultural sectors to ensure food security for high-risk urban
areas. The United States must further mobilize the private sector for this goal, with
increased emphasis on road infrastructure and private transport industries. Through a
sector focused, multi-agency campaign, the United States can provide incentives for
scaling up infrastructure and transport capacity in the region. This approach will improve
food supply, bolstering food security to prevent hunger-driven violence and civil unrest.
It is also an opportunity to tap into profitable supply chains. Due to the development
community’s attention to rural farmer productivity combined with skyrocketing food
demand associated with rapid urbanization, these supply chains are poised to create a
continuum—ifood supply into cities, and a landslide of money back to wholesalers,
agriprocessing, truckers, and rural farmers. As agricultural development improves rural
incomes, this approach will reduce incentives for rural-urban migration that multiply
growing urban slums.
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