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Foreword

VALUE CHAINS PROVIDE POTENTIAL benefits for both rural producers and urban
consumers. The metaphor of the “chain” emphasizes the fact that most goods
are produced by a sequence of interlinked actors and activities. Producers have
received particular attention, as they are perhaps the most apparent manifesta-
tion of the value chain. Receiving less attention, but of equal importance, are
traders.

This publication sets out to give attention to this group. It looks at the role that
traders occupy in the value chain. Traditionally, the idea was to get rid of the
traders. Often farmers think negatively of traders, accusing them of exploitation.
Erroneously, farmers often believe that if they could just get rid of the trader, their
profits will improve. By contrast, traders fulfil a vital role in the value chain. In
fact, with the appropriate trading partners, farmers are better off, not worse.

Unknown to most producers, traders operate in a climate of great uncertainty
and encounter all sorts of risk. Traders search for commodities to buy, visit sell-
ers, and negotiate deals individually. This is time-consuming. And because they
are searching for products to sell, far away from markets, they too do not know
how much they should pay for a certain product, let alone how much it will fetch
when sold in the market later. Most private traders have little working capital;
they often rely mainly on their own funds, advances from wholesalers, acceptance
by farmers of deferred payments and, at times of peak financing requirements,
moneylenders. Poor transport infrastructure means long, arduous trips that can
jeopardize the quality of agricultural produce and livestock, and can translate to
heavy losses for the trader.

Indeed, traders are not the villains that producers so often paint them as. The case
studies presented here start off by recognizing the specialized role of all actors in
the chain. Whether it is transporting livestock in Kenya, selling yams at Kumasi
Central Market in Ghana, exporting Tanzanian coffee to European markets, or
exporting tomatoes from Burkina Faso to Ghana, the case studies describe the
actors in the chain, the challenges they face, the actions taken to deal with them,
and the changes this has brought to the market structure.

In fact, one of the keys to value chain development is to reinforce linkages and
partnerships along the chain. This involves analysis of the relationships between
the various actors involved. There are issues that affect both traders and producers.
Weak institutional arrangements, and high transport and handling costs that are
the result of weak public infrastructure, hurt traders and producers alike. Once
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traders and producers see the value of working together, they can progress to
improve institutional issues. These improvements don’t mean that traders lose out.
In fact, traders can assume new responsibilities such as bulking and transport.

All of the case studies highlight how organizing both farmers and traders alike
improves business relations. Traders have improved their performance by paying
frequently and on time. All these reflect better business relations and contribute
to more transparent prices. Improved chain relations can translate into benefits
for farmers, traders and consumers. Finally, actors in the chain who work well
together and trust each other can become partners and engage in dialogue with
the government to create more supportive policies and actions on such key issues
as taxation, research support and infrastructure.

Cordaid, ICCO, and Oxfam Novib are promoting the value chain approach as part
of their policy to improve small-scale agriculture. The publication in 2006 of Chain
empowerment: Supporting African farmers to develop markets focused on small-scale
producers. This book, focusing on traders, is a logical next step. It leaves the role
of African consumers in market chain development as possible future step.

It is worth noting that this is a new field for these three agencies. There is a growing
literature on value chain approaches. The experiences here will add to this. We
hope that this publication contributes to ongoing exchanges and mutual learning
and will help us and others become even more effective in our support to agri-
cultural development and poverty reduction. We also hope the book will make
lobbying organizations aware of the need to include those ministries responsible
for trade and small and medium enterprises in their lobby efforts as well.

René Grotenhuis, Executive Director, Cordaid

Jack van Ham, General Secretary, ICCO

Theo Bouma, Director, Project Department, Oxfam Novib



Preface

IN 2006 KIT anp IIRR published a book on experiences with empowering Afri-
can producers in value chains. The book was written through a “writeshop”
approach that gives voice to practitioners who represent interesting experiences
that generally remain unpublished. We believe that there is much to learn from
practice and that we need to do more efforts in bringing this untapped knowledge
to the surface. The book is downloaded from the KIT website about 200 times
every month, and was reprinted in 2007. There is clearly a big demand for this
type of innovative knowledge generation.

One of the general conclusions of the value chains book was that empowerment
of producers cannot be addressed without taking into account their relation-
ship with other chain actors. Empowerment is a process that impacts on various
social structures and personal relationships. The role of traders in value chains
was identified as a subject that needs more attention if we want to understand
empowerment processes of producers in Africa. When scrutinizing the litera-
ture, we observed relatively few references to the role of African traders in value
chains. So we decided to organize a writeshop on this, and invite both traders
and producers to share their experiences.

Worldwide and throughout history, traders have been object of general public
indignation as well as mystification.! Who doesn’t know the archetype of the
manipulative trader, depicted in novels as exploiting and misleading people?
One of the best-known “middlemen” is Ebenezer Scrooge, a character invented
by Charles Dickens to represent the evil side of mankind. Many cultures world-
wide have their own versions of such stereotypes that depict bad elements of
society. These negative connotations are sometimes based on the nature of trade
itself. For example, in West Africa middlemen have been associated for ages with
slave trade. And in Nigeria traders prospered during colonial rule, because the
British were reluctant to move into the interior themselves and used the traders
to do so.

But traders also have a second, more positive image. People secretly admire their
freedom. Traders operate in both the formal and informal economy, and switch
between the two at will. Traders are not easily brought under the sway of gov-
ernment. It is hard to tax them or force them to obey rules. A successful trader is
seen having a highly entrepreneurial, free mind.

Historically, traders have fulfilled an important role in getting items from the
producer to the end user: from farmer to broker, to distributor, to food store, to

1  This Preface draws on the following sources: Chandler (1977), Gadde and Snehota (2001), Nwabughuogu
(1982), and Sheth and Parvatiyar (1995).
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consumer. The trader interprets, translates, checks quality, catches errors, trans-
ports, sorts and bulks, provides finance, takes on risk, and in many other ways
facilitates transactions. Many skilled suppliers, such as farmers, do not want (or
cannot afford) to become experts at marketing.

In the pre-industrial era, trade involved producers selling directly to consumers:
farmers sold their own produce to townsfolk, and each craftsman had his own
shop to sell the goods he had made. Relationships with customers were vital. With
industrialization, the producers naturally became separated from the users, and
the emphasis shifted from the relationships towards the transaction.

But we can now detect a shift back towards relationships. Once again, direct
marketing - albeit in a different form - is becoming popular, and consequently so
is the relationship orientation of marketers. Direct marketing is growing in both
business-to-business and business-to-consumer markets. Today’s technology ad-
vances permit producers to interact directly with large numbers of consumers.

International development projects and programmes have generally ignored
traders, or have tried to bypass them. Many government and NGO interventions
have been geared towards eliminating traders and replacing them by producer
organizations. Only rarely have traders been appreciated for their role in value
chain development. It is only recently that some governments and NGOs have
realized that sustainable value chains require traders who bridge the gaps be-
tween producers and users.

This book is about “good” and “bad” trading practice. Traders and producers do
not generally write papers and articles. They often feel reluctant to discuss their
mode of operation, especially with the general public. This book aims to improve
the relationship between producers and traders, thus contributing to more sus-
tainable value chains that provide access to markets for local producers in Africa.
Each trader and producer involved in the writeshop was assisted by writers,
analysts and artists - and other traders and producers - to document and depict
their experiences. Every manuscript was presented to the other contributors,
challenged, and then rewritten. This approach has again proven successful: this
book is full of short stories that are unique and rich in information. The analysis
at the end of each story, and the introductory and concluding chapters, put the
cases in context and provide insights that we hope readers will find valuable.

KIT and IIRR share a mission to develop capacities that are critical for the evolu-
tion of sustainable value chains in Africa. Through this second book on the role
of traders, we hope to help mobilize the untapped knowledge of producers and
traders. If our goal is to empower African producers and traders, we have to un-
derstand their interrelationships. In my opinion, improved relationship manage-
ment will prove critical to enhancing market access and developing sustainable
value chains for African produce.

On behalf of KIT and IIRR, I want to thank all contributors to this book for their
openness and commitment to share their experiences with a public that has not
always done justice to them. This book may help to change stereotypical think-
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Trading Up - I
ing. It may inspire producers and traders to work on their mutual relationships.
I hope it will also stimulate policy makers to listen more often to producers and
traders when designing rules and support measures. This book is proof that their
voice matters.

Bart de Steenhuijsen Piters

Area leader, Sustainable Economic Development

KIT - Royal Tropical Institute
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