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Foreword

In southeastern Rwanda, Amina Munyana and her hdsfeed a family of nine by growing
rice, maize and beans on two hectares of land gridcéping a cow. Thanks to hard work and
support from their farmers’ organization “Indakenfiwthey have been able to triple their
production over the past four years, and haveestadoking for markets. “Before P4P, we
would grow our crops but we were never sure iféheould be any market. P4P brought the
market to us,” says Amina. The biggest improventes been in post-harvest handling; Amina
has received training in a new drying techniquesftBe we would lose 500 kg during and after
harvest, now this has reduced to about 100 kg!”

The five-year Purchase for Progress (P4P) pilotiatnte launched by the World Food
Programme in September 2008 is a partnership ofyraators and stakeholders spanning the
sectors of smallholder development, market devetsgnand food assistance brought together
around the WFP food demand platform. Three yeats implementation, the diversity of
strategies and approaches across the 21 pilotréesiig building a robust body of knowledge.

This document describes the various features am@\blution of the P4P pilot during the first
three years of implementation. The first chaptewviges the internal and external background
and context for P4P. The second chapter reviews iR4dRetail including discussions of its
theoretical foundations, main components and uyihgy| assumptions. The third chapter
describes selected topics in the design of P4Ridimey establishing targets, partnerships and
capacity-building activities, the roles of govermmand WFP, and gender strategies. Subsequent
chapters examine risks, challenges and emergisgnss

We hope that this primer provides a clear ideaos¥ RP4P is contributing to improving the lives
of people like Amina in diverse contexts and enwinents on three continents.

QW&MW

Josette Sheeran
Executive Director
World Food Programme
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Executive Summary

Following decades of neglect, governments and dewednt partners have recently begun to
make substantial political and financial commitnsetd advance agriculture-led growth. The
food price crisis of 2008 brought into focus thaltdnges of assuring the food security, nutrition
and health of a growing global population. A notgal$pect of the global response has been to
lend support to smallholder farmers in developingntries with a view to renewing investment
in production, increasing productivity and promgtismallholder participation in domestic,
regional and international markets.

Over the decade 2001-2010, WFP spent about US$6libnmannually buying food
commodities in developing countries. In 2010, WkERdht food worth almost US$1 billion in
low and middle-income countries. The WFP StrateBlan (2008-2013) outlines WFP’s
commitment to use its purchasing power to suppuetdustainable development of food and
nutrition systems and transform assistance intmdyttive investment in local communities.

Launched in September 2008, building upon extengxperience in local and regional
procurement, the Purchase for Progress (P4P) prbtslates commitment into action.
Combining WFP’s purchasing power with the technieapertise of partners, Purchase for
Progress (P4P) builds the capacities of smallhdesincome farmers to increase their returns
by increasing their productivity and marketing td@e food commodities, cereals, pulses (peas
and beans) and oilseeds. Smallholder farmers facenzer of significant barriers to access
formal markets, as confirmed by a wealth of studied evaluations of smallholder agriculture
and value chains. By developing the capacity tb teebn institutional buyer such as WFP,
smallholder farmers through organizations can aeqthe knowledge, skills and confidence
needed for engaging with formal markets. P4P se&eldiminate: (i) the barriers presented by
formal markets, and (ii) the barriers presentedViyP’s own procurement procedures and
processes.

The demand platform and associated support pro\bged/FP is one component of the tapestry
of interventions smallholder farmers require to emer them to increase their incomes from
agricultural markets. The success of P4P relietherengagement, expertise, collaboration and
input of a wide range of actors. Over 220 partraeesinvolved in the pilot countries where P4P
implementation has started. Apart from buying €agbmmodities (cereals and pulses) from
smallholder farmers, WFP and partners also cort&ildirectly to a large programme of
capacity-building activities for smallholder farmesind their organizations. WFP and partners
train farmers, farmers organizations (FOs), tradersd warehouse operators in food crop
handling and storage, warehouse operation, qualigndards, quality control and WFP
procurement procedures. Over 120,000 farmers, wasehoperators and small and medium
traders have received support and training.

In the 21 P4P pilot countries of Africa, Asia ane&n@al America, WFP employs pro-
smallholder procurement processes to help smakhdimrmers and their organizations access
the WFP market. Participating WFP country prograsiesmark at least one tenth of their local
and regional purchase (LRP) resources for P4P’Sllsoider-friendly procurement modalities.
As of 31 December 2011, WFP has concluded P4P asecbontracts for over 207,000 tons of
food valued at US$75 million. Purchases through Palities will amount to approximately
15 percent of WFP’s total spending on local fooocprement in the pilot countries over the five
years.

vii



WFP expects 500,000 smallholder farmers to incréasie incomes through participation in the
five-year P4P pilot. WFP and partners have selentede than 1,050 farmers’ organizations
(FOs) with a membership totaling 1.1 million farsdo participate in P4P. Overall women
account for 23 percent of the membership of thegargzations (47% excluding Ethiopia); the
target for the pilot is for women to account for frcent of beneficiaries. The primary
obstacles to women’s economic and social improveéraenstructural, and are mostly rooted in
the replication of unequal gender relations intbasehold and community. The development of
the P4P gender strategy represents an importgmt@teards addressing some these challenges
through the P4P pilot.

P4P emphasizes learning. Learning requires an handstransparent examination both of what
works and of what does not. WFP has created aaidhy of tools and methods to support
learning. They include comprehensive monitoring awdluation, peer review and validation
processes and the creation of opportunities toatmlade lessons learned.

WFP will share lessons learned and identified pesttices with other agricultural and market
development stakeholders. These lessons will ftwrbasis for arguing for policy environments
that are conducive to market access for smallhsld€he goal of P4P is to identify “pro-
smallholder models” in structured trade and puptimcurement that can be adopted and brought
to scale by national governments. In addition, WHIPincorporate the best practices identified
during the P4P pilot phase into its programme deaigd procurement activities to the greatest
extent possible without compromising WFP’s coresotiyes of providing safe food in a reliable,
timely and cost-efficient manner.

Various P4P learning forums, which include caséistgiand national and global annual review
meetings, are beginning to document the potentialhe P4P approach. Specifically, it is
signaling that both elements of the P4P strategapacity building and access to a reliable
buyer — are equally important and complementary @mdbining them is necessary to achieve
the livelihood objectives of the P4P programme.eBalvgovernments, appreciating the value of
the P4P concept, have begun the process to replicaationally. The experience from the pilot
countries shows that, smallholder farmers and tbeganizations, when provided with the
appropriate support and incentives, can supply-bighity staple food commodities to WFP.
Anecdotal evidence suggests that there is a mddteguality beyond WFP and farmers’
organizations in some countries have already eshaal relationships with local processors and
large buyers. Importantly the knowledge and exgmee that is focused on staple commodities
that smallholders gain through the P4P pilot cao &le applied to enhance the productivity and
marketing of higher value cash crops that offetdvateturns.

Ensuring affordable, adequate, universal and cahstacess to nutritious food is one of the most
pressing challenges of the twenty-first centurypuiation estimates indicate that the global
population will exceed 9 billion by 2050, increagithe demand for food by over 50 percent in
the next four decades. Leveraging the potentighefsmallholder sector in developing countries
and addressing market failures are prerequisitestfactural transformation and broad-based
growth, which are necessary for the rapid reduatibhunger and food insecurity. The P4P pilot
is at the forefront of efforts to identify innovadi partnership and procurement platforms that
stimulate rural growth and address the root cao$dsinger, and there are good grounds for
hope that it may contribute to these global impeest
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1 Background and Context

1.1 Evolution of WFP’s Local and Regional Food Procurement
Activities

Development and food aid agencies have long rezedrthe potential for food aid to contribute
to development objectives. As early as 1974, theldVBood Conference adopted Resolution
XV “An Improved Policy for Food Aid” urging counies to “provide, as appropriate, to food
aid programmes additional cash resources for coriynpdrchases from developing countries
to the maximum extent possible”. This resolutionnfally recognized the potential for food
procurement to contribute to agriculture and mardtevelopment. As a frontline actor and
innovator in the fight against hunger, WFP was ablgupport these international efforts.

Between 1981 and 1983, WFP purchased over 2500080 of maize in Zimbabviefor
distribution in 15 countries in sub-Saharan Afrighe “Zimbabwe Maize Train” was the first
large-scale operation in regional food procuremdiie following two decades saw modest
increases in the quantities of food that WFP pwetldrom developing countries. In the early
2000s, several donor countries phased out in-kimglations in favor of cash contributions,
which provided WFP with greater flexibility tc
procure food (see Figure 1). WFP sharg
increased local and regional procurement (LF
and today purchases almost 80 percent of
food in low and middle-income countries.

Slow growth in the demand for staple fc
commodities is a bottleneck to rapid agricultural
development in many low-income countries.
Successful productivity increases by farmers irhsuc
countries may result in surplus production, which
either drives domestic prices down below

With WFP purchasing increasing quantities

food locally, several WFP country offices

among them  Burkina Faso, Guatema
Uganda, the United Republic of Tanzania a
Zambia — diversified their supplier bases beyo
established traders and national food reserve
include emerging traders and farmer
organizations (FOs).

production costs or is simply left to rot in thelél.

If procured in such countries, food aid could serve
as an important stimulus to agricultural
development and poverty reduction, not only in aid-
recipient countries but also in the countries where
the food aid is procuredRer Pinstrup-Andersen,
2001 World Food Prize Laureate, Cornell
University

In the context of increasing international intenestutrition, WFP also began to explore local
options for producing and purchasing processedsoldthe early 1990s, WFP embarked on a
private-sector approach to increase the produatiofortified blended foods in Bangladesh,
Eritrea, Ethiopia, India, Kenya, Laos, Nepal, Nagua, Senegal, Uganda and Zambia. As the
demand for fortified foods increased, WFP intepsifand expanded on these earlier efforts.

2 Relief and Development Institute. 1987. A Studyrgangular Transactions and Local Purchases in Fodd
Occasional Papers (World Food Programme) No. 1indRo
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FIGURE 1: WFP's LocAL AND REGIONAL FOOD PROCUREMENT, 1985-2010

100% 3.0

80%
60% i I
40%

20%

% from developing countries
Developing country quantity
(million mt)

—

0% -

n N 0O 4 MM 1 N O d om wn N D
0 0 0 O OO O O O O O o o o
a o o o o o o o O O o o o
= = " " " " " =" N NN NN

I Percent == Quantity

As WFP purchased more food in developing countiiesught to gain a better understanding of
the potential positive and negative impacts ofLiRP activities. It reviewed the literature and
commissioned six case studies on its local procergnactivities in Bolivia, Burkina Faso,
Ethiopia, Nepal, South Africa and Ugarti@he research concluded that local food procurement
could have positive impacts on market developménbuigh improved business practices,
increased investment in infrastructure for storagel quality enhancement, higher quality
standards for food available in the market, gredeal processing and milling capacity and
regional trade more vibrant. However, researchastianed that poorly managed local
procurement can cause undesirable outcomes sucbnasbuting to food price increases and
instability and creating dependence on WFP as aruy

Based on its research, in 2006 WFP produced ayppéper “Food Procurement in Developing
Countries® which endorses greater emphasis on market develupim procurement and
programming activities whenever it does not compsenfood aid objectives. However, the
paper concluded that any attempt to enhance thelamwent impact of WFP’s local
procurement would have to rely on partnerships wither agricultural development
stakeholders to build the capacities of smallholé@mers to meet WFP demands. Its
conclusions included:

* As a major buyer in food markets, WFP has a roladwocating national policies that
promote the effective functioning of food markets.

* Where food needs are not urgent, WFP can do moent¢ourage small traders and
farmers’ groups that can trade competitively inftivenal sector.

% Narma Consultancy 2005; Sserunkuuma & Associatesdt, 2005.

* Lynch, 2006; Tschirley and del Castillo, 2007; 8t et al, 2009; Maxwell, Lentz, and Barrett, 2007, Aker,
2008.

® WFP/EB.1/2006/5-C. [www.wfp.org/content/food-proement-developing-countries]
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*  WEFP is not well placed to use procurement to supfpomers and farmers’ organizations
entering the market place. There may be limitedoopipities for supporting FOs to enter
the marketplace as part of a broad partner-letegtya

* WFP should continue to support the creation of @geimg capacity to produce fortified
and blended foods in countries where processors tia potential to become market
competitive.

* To promote local and regional purchases, WFP nmgs¢ase its procurement capacity.

In endorsing the policy, the Executive Board stat®dFP should continue to undertake food

procurement in a manner that is cost-efficientetymand appropriate to beneficiary needs.” The
Board calls on WFP to “continue to advance in itegdg of the developmental impact of food

procurement” and to optimize the potential develeptal benefits of procurement by:

» working closely with national governments, the Faod Agriculture Organization of the
United Nations (FAO), the International Fund forrisgltural Development (IFAD) and
others to assess the capacity of local and regiomalkets to participate in WFP
procurement and to support partner efforts to dgwv#lis capacity;

» providingthe Board with more information about the situatidhocal markets and, more
generally, the trends and issues involved in lacal regional purchases of food products;

» ensuringthat WFP country offices and/or regional bureaugemghappropriate to the
overall needs of WFP, have the necessary stafhéble them to procure food on the
basis of adequate knowledge and analysis of lowhl@gional markets.

The policy paper drew on a mixture of informal amtructured country experiences and pilots,
but pointed to a real opportunity to take advantafjdocal procurement to support market
development and learn from the experience in a mbretured and formalized manner. This
idea gained momentum with the arrival of a new HEtge Director, Ms. Josette Sheeran, in
April 2007.

In May 2007, WFP brought together key stakeholdectuding grain market experts, United
Nations partners, economists and policy-makers faoound the world to explore the best ways
to utilize food procurement to benefit farmers eveloping countries. The meeting, funded by
the Belgian and Swedish governments, addressedftwosv procurement could contribute to
developing markets, improving livelihoods and bimtf the economies of poorer countries.
Presentations on grain markets, structured tradmelouse receipts systems and market
development articulated a common belief in the thasdevelopment benefits of LRP.




The WFP Strategic Plan (2008-2013
formalized WFP’s commitment to enhancir
the development impact of its procuremel
The plan marks a historic shift for WFP frot
food aid to food assistance and puts a m
nuanced and robust set of tools at its dispc
to respond to critical hunger needs. Strate
Objective 5 focuses on *“using WFP’
purchasing power to support the sustaina
development of food and nutrition securi
systems and transform food and nutritic
assistance into a productive investment
local communities”.

WEFP’s initial discussions with the Bill anc
Melinda Gates Foundation (BMGF) on usir
its school-feeding demand to promo
agricultural development in

local

WFP Strategic Objective 5: Strengthen the
capacities of countries to reduce hunger,
including through hand-over strategies and
local purchase

WFP will pursue this objective by purchasing
food locally to support national agricultural
sectors, with a special focus on smallholder
farming. In many cases, WFP’s purchasing
power applied in this way represents a real
partnership opportunity for agencies such as FAO
to stimulate a supply response from smallholder
farmers. Partnerships are crucial to bringing an
integrated package of procurement and capacity-
building support to bear on helping producers and
service providers develop the capacities they
need to reach formal markets with high-quality
food.

communities and advance the New Partnership foic&f Development (NEPAD) vision for
homegrown school feeding programmes quickly evoinéa a broader concept. This envisaged
using WFP’s broad demand to explore innovative waysnnect smallholder farmers to formal
markets and to validate the potential economic tisnef local food procurement — a concept
that quickly gained the support of the Howard G.ff@ti Foundation (HGBF). In close
collaboration with the two Foundations, WFP develbp proposal that eventually culminated in
the five-year P4P pilot initiative focusing on h&MFP can enhance the developmental impact of
its local food procurement activities. It anticipdtworking in partnership with other entities
whose efforts focus on increasing smallholder petida and yields, generating significant
surplus production for WFP to buy. BMGF had a altr interest in WFP’s role as an off-taker
complementing their other grantees working oncdural development in sub-Saharan Africa.

In September 2008, WFP formally launched the Pwetar Progress initiative on the margins
of the United Nations General Assembly. The pilatludes 21 countries on three continents
whose distinct physical, institutional, policy ampalitical conditions demand a diversity of

implementation models and innovative actions. Aetgrof donors has extended their support to
P4P to enable its implementation in these 21 camtr

* The Bill and Melinda Gates Foundation (BMGF) funti3 countries in sub-Saharan
Africa: Burkina Faso, Ethiopia, Kenya, Malawi, MaMozambique, Rwanda, Uganda,
the United Republic of Tanzania and Zambia.

* The Howard G. Buffett Foundation (HGBF) funds samiéfforts in Central America (in
El Salvador, Guatemala, Honduras and Nicaragua)amded initial funding to begin
P4P programmes in three post-conflict countrieg\fiica (Liberia, Sierra Leone, and

South Sudan).

* WFP worked with FAO, with the support of the Belgi&overnment, to design a
programme in the Democratic Republic of the Corgstimulate market development.

5 WFP/EB.A/2008/5-A/1/Rev.1
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While FAO works with smallholder farmers to incregsroductivity, WFP focuses on
linking the farmers to market opportunities, indghgismall and medium-scale traders.

» Three additional countries were subsequently ireduth the pilot: Afghanistan and
Ghana (with Canadian support) and the Lao Peopletmocratic Republic (with initial
support from Luxembourg). Afghanistan was seledtedake advantage of substantial
rebuilding investments in agriculture and busindeselopment; Ghana to build upon
progress in support of smallholder agriculture emddvance the knowledge and impact
of the nationally-owned homegrown school-feedinggopamme; and the Lao People’s
Democratic Republic to build on WFP’s experiencepsuting small-scale processing
facilities linked to smallholder farmers.

» USAID and USDA have made significant contributidrsth for food procurement and
capacity development activities, notably in cowdriwhere the US government
implements its Feed the Future strategy.

» The European Commission and France have extendeberfusupport to P4P in
Guatemala, Honduras; the DRC and South Sudan tesggc

» The Kingdom of Saudi Arabia is supporting the coméition of P4P in Liberia and Sierra
Leone.

* Ireland has contributed to enhancing the particpabf women in P4P in Liberia and
Sierra Leone.

The diversity of experiences in these 21 countwiisgenerate a wealth of evidence. This will
enrich discussion about structured demand and dtengial role in agricultural and market
development, and inform the development of ingthal and policy reform within and beyond
WFP. Such a broad base of evidence should enhlhegerdspects for the successful adoption
and mainstreaming of best practices, one of thediggctives of the P4P pilot initiative. The
pilot phase will run through December 2013, withaanprehensive final evaluation planned in
2014.

1.2 International Context: A Renewed Focus on Agricultural
Development

WFP’s launch of P4P was timely given the renewedbleamis on agriculture within the
international development community. Following d#zs of neglect and continued chronic
hunger and malnutrition, governments and donorse h@cently begun to make substantial
political and financial commitments to advancingiagture-led growth. The food price hike of
2008 underscored the difficulties of assuring thedf security, nutrition and health of a global
population expected to exceed 9 billion by 205Qfuting smallholder farmers in developing
countries to increase productivity, and utilizingyiaulture to improve nutrition and health, have
emerged as two central themes on the internataealopment agenda, prompting such global
actions and responses as:

» the World Bank'sWorld Development Report 2008: Agriculture for Diepenent which
called for a renewed emphasis on agriculture aangme of poverty reduction and economic
growth;



the FAO High-Level Conference on World Food Segurit

the UN High-Level Task Force on the Global Foodusig Crisis (HLTF);
the Comprehensive Framework for Action (CFA);

the L’Aquila Food Security Initiative (AFSI);

the Feed the Future programme of the United SGtegrnment;

the World Bank-administered Global Agriculture afolod Security Program (GAFSP), an
initiative launched in 2010 with the objective aducing global hunger and poverty by
promoting country-led agricultural development.

Reinforcing these actions, global leaders at thetednNations General Assembly in
September 2010 committed to accelerating progress to achieveeMilium Development
Goal 1 — Eradicate extreme poverty and hunger —raraked 23 actions which includes:

0 promoting a strong enabling environment at all levir agricultural production,
productivity and sustainability in developing cotes; and

0 supporting small-scale producers, including wonterincrease their production
of a wide spectrum of traditional and other cropd &vestock, and improving
their access to markets, credits and inputs, wighdim of increasing income-
earning opportunities for poor people and theirfitgbto purchase food and
improve their livelihoods.

In February 2011, over 1,000 people came togeth@&rcanference in India organized by the
International Food Policy Research Institute (IFPRI explore the broader potential of
agriculture to contribute to improved nutrition andealth. Delegates called for
comprehensive approaches to food and nutritionrggdbat integrate supply-side, demand-

- side and market measures and
align the goals of the agriculture,
health and nutrition sectors.

These global responses all
promote renewed investment in
smallholder  production and
productivity and in national and
regional strategies to promote the
participation of farmers,

particularly ~ smallholders, in

g domestic, regional and
international markets.

" “Keeping the promise: united to achieve the Milierm Development Goals” (A/65/L.1)
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2 Purchase for Progress

The P4P initiative advances WFP’s strategic comeniiinto enhance the development impact of
its procurement activities, and exemplifies itsftshiom food aid to food assistance. The five-
year pilot programme creates space for WFP to @xpeet with procurement mechanisms that
have the potential to enhance development impaitkomt compromising its core objective of

providing food in a timely and cost-effective manne

As a pilot, P4P emphasizes learning anc P4P Objective:

rests on three pillars: (i) WFP’'s demand 1. To identify and share best practices for WFP,
platform; (i) supply-side partnerships NGOs, governments and agricultural market
and capacity-building activities; and (iii) stakeholders to increase profitable smallholders’
learning and sharing Through P4P, WFP engagement in markets.
wants to leverage its substantial demand
staple commodities to enhance the capac
of smallholders to access formal markets, i
the WFP market, Government programm 3. To identify and implement best practices for
and the food-processing sector. increasing sales by low-income farmers to WFP
with a particular focus on small-scale farmers.

2. To increase smallholders’ capacities so they may
increase their income from agricultural markets.

WFP will share the lessons and be

practices from the pilot with governmeni 4. To transform the WFP food purchase model to

and other stakeholders to support marl support sustainable production and address the root
development efforts. causes of hunger.

Ultimately, the goal of P4P is to identify modelghich national governments can adopt and
bring to scale. WFP will also institutionalize thest practices documented through P4P, with
the result that WFP’s local food procurement atiigi will in future have a more potent impact

on smallholder agricultural development.

2.1 The Conceptual Basis of Purchase for Progress

Significant barriers keep smallholder farmers fracecessing formal markets; and WFP follows
standard local procurement practices that sevéireiysmallholders’ ability to sell to WFP. The
design of P4P attempts to address these two rakseds.

Most smallholder farmers can find someone to beyr tburpluses, but the transactions often net
them little income. They suffer commercial disadeges such as:

* small land holdings and low production volumes comad with long distances from
markets and poor infrastructure, which increasestation costs and reduce selling
options and prices;

» limited access to credit/financial services anditkoh cash resources that often force
them to sell at inopportune times such as immelgidddowing harvests, narrow their
marketing options, and restrict their access totsip



» limited access to suitable storage and post-harbesidling infrastructure, which
increases post-harvest loss and spoilage;

 weak farmers’ organizations that are poorly eqgedgpdo help farmers improve
productivity, aggregate marketable volumes, imprguality, identify markets, negotiate
sales, etc;

» limited scope for value addition and few market amgk options for the staple
commodities they grow; and

* misguided policy decisions and weak governancedrindhe formation of the basic
conditions for the smallholder sector to thrive

To participate in WFP’s standard food procuremeatess, suppliers must compete for and win
a tender, offer a substantial performance bondyetetelatively large quantities, meet WFP’s
quality standards, and deliver the commodities @rked bags of a consistent and accurate
weight to a location specified by WFP. Most smdlileo farmers, their organizations or small
emerging traders do not have such capacities.

L P4P supports FOs by building
In the context of the P4P initiative, WFP has rethsome their capacity to the point where

of its more onerous procurement requirements. Rew they can sustainably access
procurement modalities to address the various niake markets without external support.
constraints of smallholder farmers are availabler f The security of the WFP market
example, in order to address the problem of liméedess  qyring the training period gives
to credit, WFP signs forward purchase contractsh witihe organizations the confidence
farmers’ organizations, and these contracts are bgéhe gnd incentive to invest in
organizations to access production and aggregatieafit building the necessary capacities

Table 1 summarizes the differences and similarities

between WFP’s standard approach to local and rabiprocurement and the Purchase for
Progress approach. The quality and price paramegerain unchanged.



TABLE 1: COMPARISON OF STANDARD LRP AND P4P FooD PROCUREMENT REQUIREMENTS

Standard LRP P4P
Pre-qualified suppliers (mostly larger
traders), that are legal registered, have Pre-qualified smallholder FOs and small and

Suppliers financial capacity, delivery capacity, and a|] medium traders

good performance record.

» Competitive tenders

» Pro-smallholder competitive tenders
(section 3.4.1)

+ Direct contracts

Competitive tenders » Forward contracts

« Commodity exchangés

» Purchasing through warehouse receipts
systems

» Developing links with food processors

Contracting
mechanisms

Procurement requirements

Determined by authorized contracting Determined by authorized contracting

o
FSs mechanisms but not to exceed import parijf mechanisms but not to exceed import parity
Quantities Preference for relatively large quaediti Will consider much sma!ler qugqtltles to
accommodate suppliers’ capacities

Performance bond| 5-10% None

. : WEP standards (or relevant recipient coun| WFP standards (or relevant recipient country
Quality

standards) standards)
. Bagged in 50 kg bags and marked with WFlfle.X'ble: may subsidize bagging and/or

Bagging waive marking as needed to accommodats

logo capacity of supplier

Flexible: WFP may collect the commodity,
modify delivery locations, allow extended
delivery times, etc.

DDU to specified destination (usually WFP,

Delivery terms warehouse) on specified date

*The green shaded rows indicate price and qualityuiements for P4P, which are the same as for LRP.

2.2 P4P Development Hypothesis

The P4P initiative tackles the problems identifiedhe previous section through a coordinated
approach. WFP assures steady demand — implememteaigh pro-smallholder procurement
modalities — while partners with the relevant exigersupport farmers on the supply side, which
includes capacity-building activities. By commitito provide an assured, substantial market for
a higher-quality product over a specific period, RV@xpects to catalyze and deepen the impact
of the activities of technical partners’ to builg tarmers’ production and marketing capacities.
Farmers and their organizations have an incentia@d-sufficient security — to invest in their
capacity to produce and market sufficient quargtidéproducts of acceptable quality so that they
can sell to buyers such as WFP and increase trodityp

Figure 2 illustrates the development logic of P4fcreased smallholder income requires
increased agricultural productivity, improved capador aggregation and quality assurance,
market development and an enabling environmentsimgports smallholder market access. The
approach tackles issues along the entire agri@aiftatue chain:

8 See page 20 for a detailed description of the ftdBurement modalities.
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FIGURE 2: PAP DEVELOPMENT HYPOTHESIS

Increased income
= Increased productivity
+ Capacity for aggregation and quality assurance
+ Market development + Enabling environment

Progress on each element is necessary to ensunsdsand profitable market access for
smallholder farmers. WFP will test the validity tfis development hypothesis over the five
years of the pilot.

P4P targets smallholder farmers capable of
producing surpluses. The main thrust is to increas
household income by (i) increasing agricultur
productivity (by raising yields, reducing lossesd/am
reducing per unit production costs) and/or (ii)otingh
higher prices (by increasing the quality and qugraf
product being marketed and developing marke
increasing the capacity for value addition, impnayi
market access, etc.). P4P offers incentives

investment in technologies and practices that aswme
productivity and incomes.

P4P assumes that smallholder farmers generally
better when acting together to deliver a large tjtyaof
improved quality to market. WFP has establishe
commodity specifications and standards that vend® :
must meet for all purchases made through P4P ntiedaliCountry-specific approaches all
support aggregation and quality improvement in sdoren, be it by marketing through a
farmers’ organization — the most common P4P appreaar by selling to a trader or depositing
with and/or sellind to warehouse operator who processes and aggrégatesvard sale.

Market development refers to the many factors that help markets dpesith few obstacles —
especially for smallholders. These include infnastiire (transportation, storage, commodity
handling capacity, systems of price discovery amagigmission, market information, and the
level of competition in the market or cultural bars restricting women’s access to markets.

The enabling environment encompasses policy and institutional factors tlfgct markets.
These include government price controls, importéekpolicies, purchasing or selling actions
related to maintaining food reserves, legislationegning commodity exchanges or warehouse
receipt systems, taxation policies for agricultymadducts and any other government actions that
affect the operation of agricultural markets anespecially in the context of PAP — how markets
work for smallholders.

® Collective action through organization and grougrketing helps overcome the limited ability of ividual
households to realize economies of scale (Valentidio2007;World Development Report 2008
1% This approach sometimes encompasses farmersgsieitlividually through a warehouse receipt system
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2.3 WFP Procurement Perspective

Figure 3 illustrates the P4P concept from a prauerd perspective. In the WFP standard LRP
model, WFP largely buys from well-established tradend processors — and sometimes through
marketing platforms such as government food reseovemarketing boards — that can provide
substantial quantities of graded commodities immeelly and reliable manner. With the P4P pilot
WEFP is buying more directly from farmers — mostiyough their organizations, but also from
small and medium traders, agro-dealers, processutdrading platforms. P4P allows WFP to
engage with actors further down the value chaimddition to its traditional suppliers.

FIGURE 3: TARGETED P4PM ARKET ENTRY POINTS

1 1
1 ( \ 1
1 Consumers :
l i
! I
1 .
I Retail I
1 1
I Formal !
. 1
Standard Large processors, large millers/brewers, markets |
LRP point I
1
of entry 1
1
1
1
1
e ——————————
------------T
P4P point Farmers’ Small and medium j
of entry o traders & Aggregation 1
organizations I
processors :
—_ '
__________________ 1
Smallholder Farmers Production
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2.4 Programme Principles and Assumptions

WFP’s experience in LRP has informed the designPdP. P4P builds the capacity of

smallholder farmers to their increase yields andl \alue to their crops, to help them aggregate
and market so that they capture some of the matbisisaccrue to the many intermediaries
involved in marketing smallholder commodities.

2.4.1 Programme Principles
The P4P pilot is based on the following principles.

* P4P country strategies must contribute to the natiagenda for agriculture and market
development and smallholder farmers must be ateéheer of these efforts.

* The P4P initiative embraces FOs, small and mednatlets, processors, agro-dealers,
non-governmental organizations (NGOs) and markegitagforms such as warehouse
receipts systems, cereal fairs, commodity exchamrges electronic trading platforms.
This engagement must benefit smallholder farmets slrould not compromise WFP’s
procurement principles of cost-efficiency and railisy.

* The success of P4P relies on the engagement afearamge of actors, including national
governments, United Nations partners and internatiand national NGOs, and private
sector, national and regional trade entities.

» P4P procurement processes are an integral part aingrehensive programme for
capacity development meant to facilitate smallho&legagement with formal markets.

* Within an agreed timeframe, P4P suppliers will getd from
relaxed contracting processes with WFP and dirappart to
engaging with formal markets; for WFP, this invav
competitive tendering.

» Participating smallholder farmers must have capduiilding
support to increase productivity so that they cagage with the &
market on a sustainable and profitable basis.

» The WFP guidelines on cost-efficiency for local amdjional §
food purchases apply to P4P.

» To protect the health of beneficiaries, all foodrghased by WFP must conform to
established specifications and standards. Natiandl Codex Alimentarius directives
dictate the standards and specifications used by.\W¥a independent superintendent
analyzes all commodities prior to final purchase/iyP.

« The WFP food basket in each pilot country determiitiee choice of commodities
purchased through P4P. In Central America, the ameinfrom food assistance
programmes owned and managed by governments, ipartjcschool meals drives the
selection of commodities.
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2.4.2 Programme Assumptions

To efficiently buy the quantities it needs WFP willy primarily through competitive
processes (tenders, warehouse receipt systems,aityraxchanges).

Smallholder farmers fare better delivering largarties of higher quality produce to
market, rather than the quantity and quality typafandividual producers.

WFP demand will be predictable for the durationtieé pilot programme, and P4P
purchases shall account for an average of 10 pewfefocal purchases in the pilot
countries.

P4P activities will result in higher incomes fromrigultural markets. Income increases
will come from increased productivity, quality ingwements and enhanced market
access — not solely from better market priceB4P anticipates increases in farmers’
incomes as a result of:

0 enhanced aggregation capacity that increases farmegotiation and bargaining
power;

0 stronger commercialization and marketing skilladiag to increased competition
among buyers and the consequent transfer of aegrpattion of the margins to
farmers;

o higher farm productivity and a reduction in positMest losses, which will
increase the quantity and raise the quality of couiitres sold and lower unit
costs; and

o the transition to modern marketing systems andctiezcess to commercial
markets, offering higher returns than traditiorsahf-gate trading.

Farmers will receive financial returns for improgithe quality of their produce; a market
exists beyond WFP for quality produce, which wiloma than compensate for the
additional work that high-quality standards entails

Sufficient smallholder farmer organizations areplace in areas where WFP buys food,
and with the right support, these organizations camease productivity; capacity-
building partners are available, and assured derfrandP4P will boost their work.

Marketing in staple foods will become more effidgiand will progress from dealing with
low and unpredictable volumes, low quality and fliating margins to high volumes,
high quality and predictable margins.

In future, smallholder farmers and their organiaasi can apply the capacities developed
through P4P to high value crops, such as vegetatileseds or other cash crops.

As part of the learning process, which is intrinsiche pilot, the relevance and validity of these
assumptions are continuously tested.

1 Country offices are strongly encouraged to foaugpualses, which are high-value commodity and areqfahe
WFP food basket.
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3 Programme Designh and Implementation

The previous chapter provided an overview of th&idbaoncepts of P4P. This chapter provides
more detail on the application of P4P in specibamtry contexts.

3.1 P4P Implementation Approach

Each of the 21 P4P pilot countries designed a progre to take advantage of opportunities and
address constraints specific to that country. Tabl@rovides a summary of the various
approaches.

TABLE 2: P4P APPROACHES

Approach Characteristics of the approach

Approach 1: FOs and capacity-| « WFP buys from FOs of varying capacities (low, mediand high).
building partnerships » Procurement modality and quantity are selectedatwimFO capacity.

* FOs are expected to progress towards competithaeteng and wider
market engagement over time.

« FOs receive support on production and marketing.
« Investments are made in storage and warehousingreqnt.

Approach 2: Support to « WFP supports establishing warehouse receipts sgsfé/RS) by:
emerging structured trading « providing direct support; and
systems » purchasing through WRS.

» Purchasing through cereal fairs or commodity exgkarcreates a “pull-
in/follow-in effect”.

* WFP works with FOs to build capacities for struetlitrade.

Approach 3: Small and medium] « This approach seeks to promote competition in theket and alternative
traders markets for farmers’ surpluses.

» Purchases from emerging traders/agro-dealers throwglified tendering.

 Training provided to traders and agro-dealers ofP\ifocurement and
contract requirements.

« Includes investments in marketing equipment sucdtieshing machines and
weighing scales.

Approach 4: Developing local | « FOs are connected to established processors of food

food processing capacity « Develop local processing capacity for biscuits pdementary feeding
products or fortified milled flour.

The four approaches to P4P are not mutually exausind programmes often combine
approaches. A common element of the four approashpsocuring from smallholder farmers
through various marketing channels. Using procurémmodalities tailored for smallholder
farmers, P4P shifts WFP’s usual market entry ptwntlocal and regional procurement from
large traders to points closer to smallholder fassee Figure 3).
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3.2 The P4P Target Group

P4P targets those regions and smallholders wittgteatest potential to reach the programme
objectives and to satisfy WFP’s needs. In eacht mbuntry, P4P targets surplus-producing
regions and low-income smallholder farmers whoretesellers of cereals and pulses included in
the WFP food basket. Pilot countries use a valuwrchpproach to select regions and farmers
that involves:

» identifying surplus-producing areas and the like""

volume of marketable surpluses; Smallholder farmers have
. . _ . diverse livelihood strategies.
 identifying market actors, their capacities and t The purpose of P4P is not to

relationships between them; reduce livelihood options but

. assessing the potential of WFP's procurement father to help maximize their

stimulate increased productivity and marketal Productive potential in view
surpluses; of the importance of staple

. L o crops for household food and
* considering proximity to WFP activities and the tso¢ trition security.

and logistics of purchasing the food commoditieg &
transporting them to the final distribution areasl

» ascertaining the availability of partners offeringpacity-building activities and other
services relevant to P4P, i.e. support for productmarketing, credit, input providers,
and telecommunications for market price dissenomati

The definition of smallholder farmers varies fromuotry to country and is included in each
country’s implementation plan. In generic termsabholder farmers: i) operate one level above
subsistence farming; ii) produce for their osonsumption and market a portion of their output;
and ii) have the potential to increase productiaiyd marketable surpluses. In many countries,
smallholders are semi-subsistence farmers whovatsdtiless than two hectares. In most
instances, smallholder farmers are those cultigatin
five hectares, or less. Smallholders who cultivess
than one hectare generally do not produce surphises
staple commodities and are not the intended P4P
target group.

Smallholder farmers or small/medium traders who
have theopportunityto sell to WFP through P4P are
participantsof the pilot whether they choose to sell to
WEFP or not; the criteria are that participants hthee
opportunity to sell to WFP and that P4P created the
opportunity.

P4Pbeneficiariesare P4Pparticipantswho realize an increase in household income froop ¢
marketing attributable to their participation in R4 WFP expects five hundred thousand
smallholder farmers to increase their incomes hbyigyating in the P4P pilot over the five
years. These targets are intended to achieve itieacmass necessary to ignite real systemic
change; one purpose of the pilot is to identify eledhat national governments can replicate and
bring to scale.
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WFP must regularly buy significant quantities obdofrom P4P participants in order to provide
the appropriate incentives to farmers and engaggadintners. Guidance to WFP country offices
recommends that they earmark at least 10 percaheofLRP portfolio for purchases from P4P
participants, cash resources and pipeline situgtiermitting. WFP expects to buy a total of
500,000 tons of food commodities through P4P madalduring the five years of the pilot.

3.2.1 Empowerment of Women

Gender issues in the context of P4P are especl p4ap Gender misson: To increase
complex. The main obstacles to women’s emancipal the well-being of women engaged
are structural and mostly rooted in the replicatadn ju smallholder farming, unpaid
unequal gender relations in the household ¢ \work on family farms and/or wage
community. This inequality manifests itself in wom® |gpgr, through promoting and
widespread lack of access to and control of prodec facilitating opportunities for their
resources, most notably land and agricultural sesri gccess to agricultural markets, in an
These disadvantages make it difficult for women —economically and socially

graduate from subsistence farming to prominence gystainable way.

market-based agriculture.

P4P Global Gender Strategy,
The development of the P4P Gender Strdfec ALINe' and WFP, Augus011

represents an important step in meeting thcoo

challenges. The strategy articulates P4P’s gendssion and recognises four categories of
women that are of relevance to P4P. It is importanmtote that these categories may overlap as
women can have more than one productive role.

1. Producers or marketers of crops or food products cuently procured by WFP who are
selling — or demonstrate potential to sell — thio&gP mechanisms. Often these women live
in households headed by women and/or are older wameolygamous marriages. They
have the prerequisites for selling surplus prodticeugh P4P modalities, but might be
disadvantaged in relation to their male countegpfant a variety of reasons.

2. Unpaid family workers, these women are linked to P4P through their mdsbar male
heads of households; they engage in P4P actiytiesarily by supporting their husband’s
crop production. In many cases, women in this eaiegre not interested in farming as their
main economic activity.

3. Producers/petty traders of crops or food products ot currently procured through P4P.
These women have only a potential link to the Rdfative. They produce enough surplus
crops or food products and engage with the makeiotme extent, and/or they are part of
collective organizations, which usually comprisesnven only. This category may overlap
with the preceding one if the women also work anifa farms.

4. Casual agricultural laborers, who may be working as seasonal laborers on fanaussell
produce through P4P, or as laborers in processidgacking activities.

The P4P pilot requires both direct and indirechéted approaches to encompass those in the
other three categories and extend P4P’s reach Hetlen few women smallholder farmers
belonging to the first category. WFP staff and ipar$ are supporting activities with the greatest

2 The P4P Gender Strategy was developed with theosupf the Agricultural Learning Impacts NetworkL(Ne)
www.wfp.org/content/p4p-gender-strategy
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potential for enhancing women’s access to markets iacreasing the likelihood of their
retaining control over the income realized fromittlagtivities.

3.3 Partnership

The success of P4P relies on the engagement, msepexdllaboration and input of a wide range
of actors and partners. WFP’s demand and suppeamray part of the interventions required to
increase the income of smallholder farmers. Engagemwith partners is necessary to provide
the appropriate institutional and technical supporsmallholders, FOs, small/medium traders,
processors and others.

3.3.1 Role of Government

Governments are playing a pivotal role in the desigd implementation of P4P programmes. In
all the pilot countries, WFP has closely aligned B¥4P programme with national development
strategies, and the programme generally ties i wie country’s goals and vision for its
agricultural sector. Many governments are engagetl reave assumed ownership of the P4P
programme at national, regional and local levets.tie United Republic of Tanzania, for
example, the Ministry of Agriculture seconded twaspharvest experts to the Rural
Development Initiative (RUDI), the organization tR&FP selected as the training partner for
P4P. These experts provided support for traininglibwider farmers through savings and credit
cooperatives (SACCOs) participating in P4P.

In a number of countries, however, government suppeeds to be translated into polices that
are conducive to market development and an enaldmgronment. For example, recent
government-led market interventions in Kenya, Maland Zambia have been problematic for
the P4P pilot.

Continuing robust engagement by governments isngatdo the sustainability of the P4P
programme. The replication and scaling-up of bestctres and their adoption by national
programmes will implant the benefits and succesdd34P well beyond the pilot phase. The
Government of Rwanda, for instance, is making tHA Pnodel central to its agricultural
development strategy. The Government of El Salvhdsrmodeled its new “Family Agriculture
Plan” on the P4P concept. Under the plan, the gorent purchases grain from smallholder
farmers for the national food reserves, for retistion to vulnerable households through small
shops. The scheme offers technical assistancelabpeedit lines and crop insurance to 70,000
rural families allowing them to produce surplusessdale through the Government’s market and
through the higher-value markets of the agro-ingust

3.3.2 Partnerships for Capacity-Building

The WFP Executive Board recognized the importarficpastnerships when it approved the
policy on food procurement in developing countaesl requested that WFP “work closely with
national governments, FAO and IFAD and others &ess the capacity of local and regional
markets to participate in WFP procurement and ppstt partner efforts to develop this capacity
further” The Board further acknowledged that a broadrarbased strategy was the best way

13 WFP/EB.1/2006/5-C
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of building the competencies and competivenessnaifliolder/low-income farmers so that they
might enter the marketplace.

Figure 4 illustrates the role of partnerships ie B¥P pilot. The boxes around the circle refer to
the infrastructure, equipment, services and exgerequired to enable FOs and small/medium
traders to access remunerative markets on a sallaibasis. The needs and opportunities in
each pilot country determine the number and typepaftnerships required to build these
capacities.

FIGURE 4: PAPPARTNERSHIP FRAMEWORK
GENDER EQUALITY AND

WOMEN'S
EMPOWERMENT

MARKET
ACCESS/DEVELOPMENT

POLICY ENVIRONMENT

ACCESS TO FINANCE AND ADVOCACY

FARMERS'

AGRICULTURAL ORGANIZATIONS
PRODUCTION, POST-
HARVEST HANDLING AND SMALL AND
QUALITY MEDIUM
TRADERS

MONITORING AND
EVALUATION

» Agricultural production, post-harvest handling and quality: Increasing agricultural
productivity requires the engagement, expertisélalooration and input of a wide range of
actors working in the areas of crop production agdcultural productivity, access to finance
and extension services. To this end, WFP reliespoovate and public partners with a
comparative advantage in these areas to ensuravii@bility of inputs and improved
farming technologies and practices. Increasing greldls is critical to achieving the increase
in household income expected from participatiothi; P4P programme, along with reduced
post-harvest losses and improved quality and betté¢arm storage.

» Access to finance:Limited access to financial services restricts Himlity of many
smallholder farmers and FOs to invest in produttiar marketing capacity. The need for
cash at harvest time and restricted access totcofdiges many smallholders to sell
immediately after harvest, when prices are lowheathan defer sales for the more lucrative
markets that do not pay immediately. Microfinanestitutions, banks, input suppliers, WFP
and other partners are collaborating to make firmdrservices available and affordable in
remote areas. The solutions include using food4supgntracts and warehouse receipts as
collateral for loans and training FOs in finanamanagement and literacy. WFP convenes
P4P stakeholders, puts participating vendors intacbnwith financial service providers
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(FSPs) and works with both sides to identify comrgoals and remove obstacles to credit.
The aim is to stimulate interest on the part of digeicultural financing sector in reaching
smallholders.

Gender equality and women’s s
empowerment: No single project can addres¥s
all the obstacles to women’'s empowerme i
even with supportive partnerships. WFP
procurement can make only limited impact ¢ ‘
women’s income. In addition to market acce g,
women need help to increase their productivi
improve the quality of their commodities a
gain a voice in decision-making along t
agricultural value chain, from production
marketing. They also need greater access to
control over the use of income realized fro¥g
their agricultural labor. Achieving programmsz-
goals in women’s empowerment will require a preeemlt:relevant partners with focus and
commitment to supporting the implementation of tHe4P Gender Strategy,
www.wfp.org/content/p4p-gender-strategy

Market access/development:Inadequate infrastructure limits smallholders’ asceo
profitable markets. Examples include limited accassvarehouses or market collection
points or poor transportation infrastructure. WPwiorking with partners to establish or
renovate and equip warehouses and market colleppants and to improve transportation
infrastructure. This support includes providing ipguent to smallholder farmers for the
weighing, bagging, quality testing and storage ahmodities. WFP and partners also train
FOs in post-harvest handling practices and commaliality standards and practices.

Farmers and FOs often lack the knowledge and gkillecate promising markets, identify

and attain market demands, manage the marketingegsoor negotiate prices. WFP and
partners are training FOs in administration, gosaoe, commercialization and marketing. In
several countries, WFP has aligned P4P with prejdcat establish warehouse receipts
systems and commodity exchanges. WFP and partreesxpanding and enhancing market
information systems, mobile payment models, mopiene solutions, rural radio networks

and other such vehicles.

Policy environment and advocacy:Through P4P, WFP can use its experience in food
markets to advocate for policies favorable to aduical and market development. WFP will
share its learning with partners and engage them aoordinated advocacy campaign to
promote an enabling environment for smallholdelicadfural development. In Zambia, for
example, WFP and its partners are encouraging tbeei@ment to enact legislation
supportive of the commodity exchange.

Monitoring and evaluation: The P4P pilot relies on a wide range of partngssiior the
purposes of monitoring and evaluation, peer reveewl collaborative learning. See the
section “Learning” for details.



Coordination mechanisms have been set up in padonhtries to bring partners together to steer
P4P implementation. In some countries, these meésianbuild on existing forums such as

those for food security, agriculture or rural deyghent; in others, they take the form of specific
P4P steering and technical committees.

In addition to partnerships tailored to specificustsy programmes, WFP has developed
partnerships around global or regional initiative&FP has signed a Memorandum of
Understanding with FAO and IFAD and the Alliance 8oGreen Revolution in Africa (AGRA)
to facilitate and promote joint programmes to h&fgcan countries in their efforts to eradicate
hunger and improve food security and incomes foméas and rural households. In Burkina
Faso, Kenya, Mali, Mozambique, the United RepulbicTanzania and Zambia, AGRA is
funding partners to support the P4P pilot. WFP &lge signed global agreements with the
Millennium Challenge Corporation (MCC), the Milleom Villages Project (MVP), and the
USAID Development Credit Authority (DCA).

3.4 Role of WFP

WFP’s commitment to channel a portion of its demémdfood commodities to smallholder
farmers provides the foundation on which P4P pdotntries build their programmes. The
organisation’s pledge to buy (using innovative prement modalities designed to address
smallholder constraints), combined with the effod§ partners contributes to building
smallholder farmers’ capacities for market acc@#sP’s role is fourfold:

* Purchasing food;

» Convening and fostering capacity building partngrsh

e Capacity building in specific areas, commodityrate and handling, warehouse

operations and food procurement; and
» Engaging in policy dialogue.

3.4.1 Engaging Farmers through Innovative Procurement Modalities

WFP’s procurement from smallholder farmers and Bmatlium traders (the demand pillar)
provides the inducement and motivation for actiouad the P4P development hypothesis. This
includes, catalyzing the capacity-building actedtiof partners, providing smallholder farmers
with an incentive to invest in productivity, guidirthe learning process, encouraging policy
dialogue and influencing the activities of otheriagitural market development stakeholders.

WFP designed the new P4P procurement modalitiesfeadly to deal with the difficulties that
smallholder farmers face in selling to WFP. The RtBcurement modalities fall into four
general categories:

* Pro-smallholder competitive tendering -Making greater use of competitive tendering
practices that are better suited to the needs @f &@ small/medium traders. This may
entail reducing tender sizes, waiving bag markind performance bond requirements
and purchasing ex-warehouse. It may also includepetitive purchases made through a
commodity exchange, often using a coordinated wargd receipt system.
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» Direct contracting - Purchasing directly from organizations that repnésenallholder
farmers (farmers’ associations, NGOs). This may aislude using direct contracting to
buy through a warehouse receipt system that engesiremallholder participation.

 Forward contracting - Executing forward contracts with farmers’ organiaas to
reduce farmers’ risk and allow farmers greater mpilag certainty. The modality allows
for the use of contracts that specify a minimuncerihat WFP will pay upon future
delivery or, with the collaboration of a financdrtner, mechanisms that allow farmers
organizations to use forward contracts with WFRRakteral to access credit.

* Processing options -This includes working with the private sector antheo
stakeholders to encourage the establishment of food processing units and, where
possible, linking these entities to smallholder@igps as a source of raw materials.

WFP expects its use of these modalities to beferfihers
in three ways: (i) by putting cash in their pockdiy by
providing an incentive for them to invest in sussdile
improvements in productivity and market access, @ind |
by supporting market development and an ena
environment through promoting competition and gtrred
trade.

No two countries are likely to employ the same skt
procurement modalities in the same way. Each P4R |
country conducts a thorough process of assessrhant
identifies, among other things, the procurement aites
that best suit them, partnership and capacity-mgld
opportunities, marketing environments and the neé&=iP
participants. In general, the choice of modalitieBects
the specific constraints that the selected paditip face in
producing, marketing and selling to WFP.

The P4P procurement modalities are not intendedomag-term solutions. Rather, they are
designed to address specific constraints for adfigeriod while P4P participants develop the
capacity to engage with markets without externglpsut. Participants, partners and WFP map
out a progression strategy, which includes an agblan with measurable indicators to signal
when a P4P participant has reached a higher levehasket engagement and requires less
support. Although countries may choose differentiah entry points depending on their
individual circumstances, the expected progrestioough the procurement modalities is from
direct contracting through forward contracting tompetitive tendering. Country offices are
advised to consider an “up or out” strategy wheretithin a pre-agreed timeframe, programmes
reassess their commitment to supporting particgpahtt fail to develop the capacity to engage
in formal markets — which for WFP means competitesgders.

3.4.2 Convening Capacity-Building Partnerships

The P4P development hypothesis relies fundameraallguilding the capacities of smallholder
farmers — often through associated organizationsjnesses and institutions — to increase
agricultural productivity and more profitably acsesarkets. Many of the technical areas are
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outside WFP’s scope of work; therefore, to achiéna=P4P objectives, WFP relies on attracting
partners with the appropriate expertise.

Ample evidence exists that WFP is effectively conag and fostering partnerships to address
key capacity constraints to smallholder produgtiahd market access. The partnerships have
evolved in a number of ways in the different P4Btpcountries. In some cases, country
programmes sought out partnerships during the 4Ryl phase — choosing to work in regions
and with farmers’ organizations already receivihg hecessary capacity-building support. For
example, WFP joined with FAO and IFAD to design th&l joint programme “Building
Commodity Value Chains and Market Linkages for Fensh Associations Mozambique”, the
platform for PAP implementation. In other instan@®aintry programmes have selected farmers’
organizations with which to work and then souglet plartners needed to address identified value
chain gaps. In Zambia, WFP engaged DUNAVARTo manage the mechanized service
provision (MSP) project.

Partnerships have also evolved organically as dappibies emerged for both WFP and potential
partners. For example, in Kenya, the Academic MoBRebviding Access to Healthcare
(AMPATH) actively sought a partnership with P4Rlitik the farmers’ organizations (FOs) that
it had created to WFP’s market. Equity Bank hasesifollowed AMPATH and WFP to offer
crucial financial services to P4P-supported farmanganizations.

3.4.3 Contribution to Capacity-Building

Apart from buying from smallholder farmers, WFPaatontributes directly to some aspects of
the capacity-building agenda. In many countries,PAlFains farmers, farmers' organizations,
traders, and warehouse operators in commodity apadind storage, warehouse operation,
quality standards, quality control and WFP procwemprocedures. The training directly

enhances the ability of its recipients to achidwe quality standards required by WFP, reduce
losses, maintain quality during storage, and pa#te in competitive market processes.

In many countries, WFP directly engages in buildsngallholder farmers’ marketing capacities
by improving or providing the infrastructure andugmment necessary to access markets. In
Kenya, for example, WFP lends scales, moisture nsiegenerators, bag stitching machines and
pallets to participating FOs, and contributes toat®litating/constructing warehouses. In DRC,
Uganda and Ghana WFP invests heavily in buildingebtiabilitating marketing infrastructure.
The P4P programmes of Ethiopia, Mozambique andUh#ed Republic of Tanzania are
rehabilitating or constructing warehouses on a-shating basis. Facilities are handed over and
managed by private sector warehouse operatorsrimefa’ organisations to build community
ownership and sustainability and all these investmeontribute directly to the capacities of the
P4P participants.

The P4P programmes in the Central American coun(ké Salvador, Guatemala, Honduras and
Nicaragua) play a much more direct role in incneg$tOs’ capacities by means of infrastructure
enhancement. They have established revolving futeddacilitate investment by FO in
warehouses, conditioning equipment and other itrfregire. Drawing on the revolving funds,
farmers’ organizations can also provide inputs heirt members on credit. The Zambia
programme, too, has set up a revolving fund tonfteatractors, implements and shellers for

Y DUNAVANT is a private-sector company largely invetl in cotton production; and works with a largenter
of smallholder farmers in a number of southern &frcountries.
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smallholder farmers. In many of the pilot countrié&=P also contributes financial resources to
partners to address supply-side gaps.

3.4.4 Policy Dialogue

As a buyer in developing food markets, WFP is \p&dted to advocate for national and regional
policies that promote the effective operation @& tharket and ensure that trade supports food
security. Through P4P, WFP is building on and enimanits extensive experience in LRP with a
view to informing national, regional and global Idigue concerning the development of
agricultural markets. More specifically, P4P pr@sdhe space to assess the potential catalytic
effect of structured demand to drive agricultunadl anarket development. The rich diversity of
models in the varied country contexts is generakingwledge and data across a spectrum of
agriculture and market development issues, paatityul

» understanding the role and impact of price supptotal reserves and export and import
on smallholder farmers and procurement activities;

* how public procurement can impact the harmonizimgy @nforcing of market grades and
standards and trade facilitation across countaed;

* how public procurement can impact a transition ttocsured trade and the necessary
conditions, the importance of appropriate reguiatand legal frameworks to support
markets (contract and dispute resolution mechannas warehouse receipt systems);
and the importance of appropriate frameworks taaagdpmarket support services (credit,
insurance and market information).

WFP will share lessons learned, best practicestt@mdnowledge gained regarding smallholder
interaction with the market, with governments, pars, regional entities, and the private sector
and food-security stakeholders.

To stimulate policy dialogue and promote the neangsshange required, WFP has seconded a
senior policy advisor to COMESA’s Alliance for Corodity Trade in East and Southern
Africa®® (ACTESA). This has facilitated coordination anthanced the technical capacity of
ACTESA in support of the CAADP agenda to increasarket access for the smallholder-
farming sector across the continent. WFP is consigesimilar support to the Economic
Community of West African States, (ECOWAS) or othegional entities in West Africa.

3.5 Learning

P4P emphasizes learning and an honest and transgasemination both of what works and of
what does not. Internally, WFP aims to use P4Petrnl if and how it can enhance the
developmental benefits of its local food procuretadtivities. Externally, WFP will share
lessons and best practices with governments aret deévelopment stakeholders to further the
market development efforts of the broader develogmemmunity. This brief section outlines
the P4P learning objectives and describes the aadsmethods WFP has developed to support
the learning agenda

15 ACTESA is a programme of the Common Market fortBasand Southern Africa (COMESA)
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3.5.1 Learning Objectives

The learning objectives of P4P are to be founcherdanswers to two broad-ranging questions,
the first of which asksWhat procurement modalities/platforms and practicesare most
effective for building the capacities of smallholdr farmers and farmers’ organizations and

for creating an enabling environment conducive to He sustainable and profitable
engagement of smallholders in markets®nce the best practices for developing markets and
building capacity to access markets have beenifahtthe next step is to determine how best
to structure future P4P procurement activitiesupp®rt the capacity-building, and then to share
these lessons widely with other market developretakeholders. The second question asks how
WFP can optimize its local food procurement activies to achieve the dual objectives of
maximizing benefits to smallholder farmers while poviding safe food in a timely and
efficient manner. WFP may adopt variations on P4P modalities whibatiouing to buy
primarily from larger traders (as it currently dagesng the standard LRP approach), or it may
opt for a combination of approaches. The optiorssat out in Figure 5 below. Ultimately, the
organization will institutionalize best agricultirand market development practices identified
through P4P and transform its practices to extdmel development impacts of its local
procurement activities.

FIGURE 5: KEY QUESTIONS AND ASSESSMENT CRITERIA FOR P4P’S MONITORING AND EVALUATION
SYSTEM.

Assessment Criteria

OBJECTIVES 1 & 2

What procurement
modalities/platforms* best

support capacity-building Group Producti_0|_1 / Livelihood
activities and create an marketing productivity improvement
capacity response

enabling environment for
procurement from
smallholder farmers?

*Modalities include direct and forward contracts, soft tendering, warehouse receipt systems,
commodity exchanges, food-processing opportunities.

OBJECTIVES 3 & 4 Scale of
procurement,
What is the best way for timeliness,
WFP to balance the risks and cost, Market _Impact on
costs associated with pro- efficiency development livelihoods of
smallholder procurement in ! impact 5“;:::2223"

order to optimize and
transform its local
procurement practices?

quality/safety
of procured
food

3.5.2 Tools and Methods for Learning

WFP has established a broad set of tools and mettowdupport learning. These include a
comprehensive monitoring and evaluation system ft@tects a substantial quantity of
guantitative and qualitative data from farmerspfars’ organizations and traders; peer review
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and validation processes; and opportunities to aaiee learning at national, regional and
global levels.

Numerous manuals, data collection instruments, guidance papers describe the monitoring
and evaluation systeth Peer review and validation mechanisms includesehifical Review
Panel’ that meets annually but also engages on an asedeeakis to provide advice and
guidance, an Annual Review with partners, and oititernal and external forums. Each of these
review processes provide opportunities to sharanéxe and validate approaches, achievements,
lessons and challenges.

The P4P Coordination Unit has also establishedta daalysis hub housed in the African
Economic Research Consortium (AERC) - a consortafrrover 40 African Universities —
headquartered in Nairobi, Kenya to support datdectbn, analysis and learning for P4P.
Through its engagement with AERC, WFP hopes tordmrte to building an indigenous center
of excellence in agricultural and market developirtbiat will become a leading third world
voice in promoting peer validation, advocacy argsemination of lessons and best practices in
pro-smallholder agricultural and market development

Those with hands-on experience implementing
P4P are in the best position to fully understand
how P4P is, or is not, working and why. P4P
incorporates many opportunities for country
office staff, stakeholders, partners, WFP
headquarters staff and other experts to provide
input on P4P’s performance. Feedback from
these sources is a crucial element in the
learning component of P4P and it is critical
that WFP capture and compile these data. The
P4P unit regularly compiles quantitative
feedback from country office quarterly reports,
country-level stakeholder meetings, headquarters-lsteering committee meetings, an annual
meeting of a technical review panel and an annexew workshop that brings together WFP
and partner staff from around the globe.

The P4P Coordination Unit has also commissionedri@s of country and regional workshops
and writeshop$ to engage implementers, participants, partnerssamkkeholders in structured
learning processes to begin to consolidate lesandsbest practices. The writeshops signal the
beginning of an intensive effort to extract thestass of P4P from the heads of all those involved
and document them for review and validation.

The key documents and learning from P4P are shamddavailable through the WFP external
website:.www.wfp.org/purchase-progress

18 Fyll details available on the P4P website

17 The members of the P4P Technical Review Panelrarendfrom the following organizations;
ACTESA/COMESA, Association for Strengthening Agltcual Research in Eastern and Central Africa
(ASARECA), Food and Agricultural Organization (FAMtermon Oxfam, International Fund for Agricuklir
Development (IFAD), International Food Policy Resbanstitute (IFPRI), Inter-American Institute for
Cooperation on Agriculture (IICA), Michigan StataiMersity, Sasakawa Africa Association and the \@/&@&nk.
18 A writeshop is an intensive, participatory workptthat aims to produce practical, written output.
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4 Risks

Local and regional procurement in general and P¥PBatrticular, pose a number of risks for
WFP, markets and farmers. Compared with standaal End regional procurement, P4P may
increase some of the general risks associatedpnatturement and perhaps introduce new ones.
This chapter reviews some of the main risks andrdess measures and strategies that WFP has
implemented to mitigate them.

4.1 Risks to Participating Farmers

The smallholder farmers targeted by P4P are lardefyendent on rain-fed agriculture. Faced
with frequent hardship, these farmers over timeehdegveloped their own risk management
strategies that include crop diversification anel thinimization of production costs (i.e. limiting
investment in external inputs and in new/unprovechnologies). The expected/anticipated
benefits of selling to WFP may encourage farmergaie@ on
additional risks, perhaps in the form of creditptachase inputs
and make investments in new technologies, or they decide to
specialize in one crop. A subsequent reductioniefdy or crop
failure could then translate into financial lossasd perhaps

. destitution.

WFP and partners must, in the first place, be awéathe risks
and, where feasible, assess their level. Secomditly, reference
to the risk assessment, they need to design apatepnitigation
and response strategies. This is particularlyoaditivhere farmers
. are accessing credit. Response and mitigationegtest might
, include: (i) crop and weather insurance schemed&uand (ii)

.| special provisions in credit and partnership agergmallowing
farmers to carry over credit obligations to sucesseasons,
perhaps combined with some form of minimum purahgsi
agreement on the part of WFP.

4.2 Risks Associated with Local and Regional Procurement

The risks associated with LRP also apply to P4Piacidde the following.

Procuring in local markets may increase commodity pces to the detriment of consumers.
Increasing demand relative to supply will exertugpward pressure on prices. The extent to
which WFP’s local procurement has the potentiahtyease prices is a function of the size of
the procurement and the relevant markefthe risk is low if the market is large enougtceer
to WFP’s procurement demand with little or no impax prices (i.e., where the inverse price

9 The “relevant” market depends on the degree oketantegration. Local markets that are highly guated with
national or international markets have a greatpacisy to respond to increased procurement withimahincreases
in prices than does a poorly integrated market.
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elasticity of supply is low). This risk of affecgnprices is common to LRP and P4P, but the
latter may carry a higher risk because the purchaee in smaller remote local markets, which
may be less integrated.

WFP has well established procurement practices;twaiso apply to P4P. WFP bases local and
regional food procurement decisions on detailedketaanalysis to understand the characteristics
of the markets in which it buys. By collecting amthlyzing data relating to market prices and to
forecasts for patterns of supply and demand WFPdedermine where local procurement is
liable to have an adverse effect on prices. Moreawest purchases under P4P are small relative
to local output, which lowers the risk.

Poorly timed and unpredictable procurement may incease price volatility.Poorly timed or
unpredictable procurement can exacerbate normeg Piictuations, thereby increasing market
risk for producers and food security risks for aansrs. For example, procuring during the lean
season when the local market is less able to relsiponeases the risk of higher prices, and may
exacerbate the increases that occur anyhow duhiagldan season. The magnitude of risk
depends on many of the same factors that detergeineral price increases, but in this case, also
includes the seasonal aspect.

WFP mitigates this risk in much the same way itlslegith the previous issue of general

increases in commodity prices, namely, by applymmayket intelligence and limiting its P4P-

driven procurement activities to small quotas asfiyvhat is available in local markets. WFP’s

preference is to purchase in the harvest season suEplies are high and prices low, however
this is contingent on the availability of resources

Local suppliers are not able to provide the quanty and quality demanded. Contract
defaults — i.e., failure to deliver the agreed dinaf the required quality at the specified time
puts WFP'’s pipeline at risk and potentially threstéhe health of food recipients. To the extent,
that farmers’ organizations and small and mediureesiraders are more likely than large traders
to default, the risk is greater for P4P than fanstard LRP. Further, WFP does not require P4P
suppliers to post a performance bond, which heightde risk of default. That said, recent
experience in Kenya and Uganda suggests that éwenatge-scale suppliers WFP are not
immune to defaulting when prices increase dramétit@tween the time WFP signs a contract
and the specified delivery date.

WFP mitigates default risk by scaling its P4P preaent levels to reflect the capacities of
suppliers and by building farmers’ capacities teetrdemand.

WFP procurement may create dependenc@VFP’s support to participating farmers — through
procurement and capacity-building activities — siskeating dependence, which would leave
P4P participants vulnerable once the pilot end® participants then stand to lose the fixed
investments they have made to supply WFP and nfégr swbstantial economic loss.

Mindful of the need to avoid engendering dependenmlot countries are including a
progression strategy to transition participatingmfars to markets other than WFP. Some —
Kenya, Mozambique and Rwanda — have adopted aniaddi anti-dependency strategy that
consists in restricting the amount of surplus INW&P can buy from FOs.

Reputational risks to WFP. If P4P country programmes create unrealistic etgh@ns among
supplying farmers, it may damage the reputatioMV&iP if the organization is unable to meet
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these expectations. For example, in Zambia in 2@pb0r communication with farmers about

how prices are determined on the commodity exchangated unrealistic expectations among
participating farmers. As farmers realized thatytimeere unlikely to receive the prices they
expected, many were disappointed and changedrtiieds about selling through the exchange.
Burkina Faso, Mozambique and Uganda faced similallenges with farmers expecting

relatively high prices from WFP.

To mitigate this risk WFP country offices and pargiare taking care to convey appropriate
messages to P4P participants and monitor the edoniompact on participants of selling to
WFP. To manage price expectations, WFP makes #r dleat it must be able to buy cost
efficiently relative to “standard” LRP. Field stafVFP and partners) present farmers with data
on prices, to illustrate market reality and to destmate the “cost efficiency” message. This
includes data on farm-gate prices, local marketegriand trader prices. In cases where the
benchmark of the LRP price fails to compensate $i4#pliers for the costs incurred in meeting
WFP contract requirements, then WFP must revigtrdtionale of the P4P approach in that
environment.

4.3 Risks to P4P Implementation

Risks to implementation refer to factors that liMfFEP’s ability to implement key elements of
country P4P programmes or diminish the effectivenaisprogramme activities at producing
expected results.

Risks presented by droughts, floods and other clime shocks.Climatic shocks are becoming
more frequent and severe. Cyclical droughts ocoumbst countries in Africa, floods and
monsoon rains in Asia, and hurricanes in Latin AogerWeather shocks affect production and
reduce yields. Severe weather shocks can puslonslinto food insecurity, as in East Africa in
2011, eradicate marketable surpluses and drivaiapsp Such situations have clear implications
for P4P.

When yields fall or crops fail due to climatic ska&/FP may be unable to purchase because the
rapid price increases renders WFP’s contractuar affadequate in comparison to rapidly rising
market prices. Farmers may end up selling to othsers who can pay more promptly than
WFP. Such a scenario can have a number of impicafior P4P:

» Possible breaks in food programme pipelines;

» WFP and partners are unable to realize the fulefieaof P4P investments and capacity-

building efforts;
» The P4P programme does not achieve expected oucamaeresults.

Alternative sourcing through regional or internaibprocurement channels minimizes the risks
to the WFP food pipeline.

The risks to the objectives and aims of the P4Rypamame caused by drought, floods and
climate shocks are more difficult to grapple withhen P4P participating farmers themselves
experience poor harvests, WFP and partners shoyitement the risk mitigation strategies
detailed in section 4.1 above. In addition, thetiparshould consider extending the project to
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allow sufficient time to achieve results and fornfiars to rebuild assets and recover from the
climatic shock.

Participating farmers may not respond to the P4P meket opportunity. Initial
implementation experience has identified a numbereasons as to why farmers may not or
cannot respond as expected to the market oppaesipitovided by P4P. These include:

» Farmers’ organizations have limited working capitihe majority of smallholder
farmers do not have the financial capacity to i@ittheir organizations to pay them for
commodities they deliver to the organization’s vinese.

* Farmers may be unwilling to sell to WFP througtaarfers’ organization if they distrust
the good faith of the organization’s leadership.

* In some cases, farmers may find it too difficulihot cost-effective to achieve the quality
required by WFP.

» Government interference in commodity markets (ZanKienya) that increase prices or
contribute to price volatility discourage farmersm selling to WFP or other formal
buyers.

WFP and partners are mitigating the risk of part@rticipation by adjusting P4P

implementation in response to the emerging knowdedg

I. On an annual basis, each country brings togeth#mgra and P4P participants to review
progress, successes and challenges and to detahain®rk-plan for the coming period.
A number of countries (Uganda, Kenya, Burkina Faddali, Guatemala, and Sierra
Leone) adjusted the programme targets followinge@appraisal of the participating
organizations.

il. WFP has made some progress towards addressingrfatigeidity challenges. Country
pilots are using a number of tools to address #sh-flow difficulties faced by farmers
and their organizations, forward delivery contractsnbined with third-party payment
mechanisms, advance payments and invoice-discausystems. However, all these
efforts are underpinned by the principle of “dohaym”.

iii. Issues of trust are more challenging to overcoméldnya, Equity Bank and the Cereal
Growers Association (CGA) developed a system tHatvad the bank to disburse the
payment from WFP to individual bank accounts rathan to the organization.

Resourcing constraints may limit WFP’s ability to procure through P4P. In some pilot
countries, WFP’s demand for locally procured fodus declined to the extent that food
assistance programmes may be unable to maintailevke of procurement earlier anticipated.
Reasons for the reduction in food demands incluseessive bumper harvests and improved
food security leading to a decrease in food beraficnumbers and food programme needs
(Zambia, Ghana) or poor donor responses to foogranome needs.

To mitigate the risk, country offices can applythe advance financing facility, which allows
them to obtain cash advances against expected d@ontributions. In addition, country offices
continually gauge the probable scope of their dehward, where possible, adjust the P4P pilot
accordingly. Adjustments can include scaling bdwk programme or disqualifying participants
who have consistently failed to meet WFP contra€tuntry offices anticipating a substantial
reduction in their demand work closely with thetpars and P4P participants to forge links with
alternative buyers early in the process.
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5 Achievements and Knowledge

At the time of writing, the P4P pilot had reachda thalfway point. This is an important
milestone, and is where WFP and partners neeckéostack of progress, plan the final phase of
the pilot and start considering the potential feplication and scaling up. This section
summarizes the progress to date, looks at eadpissand establishes markers for the remainder
of the pilot.

5.1 Achievements

From the start, WFP recognized that the succeBgBfdepended on the engagement, expertise,
collaboration and input of a wide range of actard partners. Progress on implementation has
borne this out. As of 30 September 2011:

» Over 220 partners are participating in the pilotha 20 countries where P4P implementation
has started. The partners include national governments, FABAD, AGRA, a wide
network of international and local NGOs, researtdtiiutions, financial service providers,
private sector actors and regional entities.

« In collaboration with partners, over 1,056 farmemi "
organizations are participating in P4P, thd® oo
membership exceeds 1.1 million farmers, (500,000 e
these through large cooperative unions in Ethiop
Women make up 23 percent of the membership (or
percent if Ethiopia is excluded). )

« Over 120,000 farmers, warehouse operators and s@&f &
and medium traders have received training in agaf
areas, including crop production, post-harvest hagd
commodity handling, management and qual®
assurance, group marketing, financial literacy, dfog
marketing and doing business with WFP.

* WEFP has signed purchase contracts for over 207
tons of food valued at US$75 million. Some 3& |
farmers’ organizations in 19 countries have supplic
65 percent of the total (135,000 tons); the remainiths been purchased from emerging
traders or nascent marketing platforms such as amfitynexchanges and warehouse receipt
systems (of this total, approximately 62 percentl teeen delivered and paid for by
December 2011).

* With the support of NGOs, universities and reseandtitutions, WFP has rolled out a
comprehensive monitoring and evaluation system he pilot countries. Evidence is
beginning to emerge that positive results from R#&P stimulating public and private
investment. On the public sector front, a number gavernments have implicitly
acknowledged the potential of P4P to contributethteir national development goals by
making substantial investments to replicate andaedpthe initiative. This includes
duplicating the range of capacity-building actestiand then buying from supported farmers’
organizations to meet a portion of their requiretsefor national food reserves and
institutional feeding, as in Rwanda.

20 p4P implementation in Laos will commence in e20y.2.
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» Private sector players eager to extend their madaath to a once largely ignored sector are
beginning to approach farmers’ organizations béiagi from the P4P initiative. The private
sector is beginning to appreciate that returnsnwestment can be more secure and risks
considerably reduced when dealing with the P4Petaggoup, which is receiving capacity
development support that helps it respond relidblynarket demands. P4P is leveraging
private sector investments in food processing ighahistan and Ethiopia; warehousing in
Liberia, Malawi, Rwanda, Uganda and Zambia; androe in Kenya, Mozambique and the
United Republic of Tanzania. P4P in Central Amet@s helped improve smallholders’
access to private inputs suppliers, and smallhsldereasingly take the role of negotiating
directly with the suppliers.

5.2 Preliminary Lessons

Lessons in a number of thematic areas are begiroirgmerge through the various learning
forums associated with P4P, which includes caséieguand national and global level annual
review meetings. In 2011, three important learnamgjvities supplemented these forums, the
strategic mid-term evaluatiéh (MTE) of the P4P pilot, the annual convening oé tR4P
Technical Review Panel meeting, and a P4P writegh@pcise in six countries dedicated to
exploring the lessons learned from building theacatpes of farmers’ organizations through P4P.
The following sections give a flavor of the eamatning emerging from implementation of the
pilot.

5.2.1 The pilot nature of P4P

Based on the findings and conclusions, the mid-tevaluation offered recommendations
encouraging WFP: to protect the pilot nature of ithgative through 2013 and review local
project design when necessary; to prioritize madetelopment objectives; and to adapt the
monitoring and evaluation system to encourage releand developmefit The third annual
meeting of the P4P Technical Review Panel (TRP)ibdedted on the findings and
recommendations of the MTE and offered specificgestjons to guide implementation in the
final phase of the pilot (2012-2013/14).

In the TRP’s view, the latter phase of the pilobwd focus on going “deeper rather than
broader” to enhance learning, and protect the midtre of P4P in this regard. Broadly, the
TRP’s advice resonated with the MTE findings th&PReeds to de-emphasize the attainment of
targets, which may distract from the learning tihas already generating. It is important that
Country Offices clearly understand that P4P targetsnot the definitive measure of success of
the pilot. More important is that the factors urgeg the attainment (or not) of the set targets
have been identified and understood.

% The Overseas Development Institute (ODI) condutitecnid-term evaluation between January and AugisL.
The evaluation included field visits to seven coiast El Salvador, Guatemala, Kenya, Liberia, Mdfjanda and
Zambia.

22 Summary Report of the Strategic Mid-term EvaluatdVFP’'s Purchase for Progress Initiative (200813,
WFP/EB.2/2011/6-B
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5.2.2 Capacity-building for participating smallholder farmers and their
organizations

P4P programmes are carrying out capacity-buildictiviies at various levels that address a
range of issues in all the pilot countries. Theedsity of implementation challenges and the
successes to date provide a number of preliminamglasions:

» Partners are critical to addressing gaps alongahee chain, and WFP can play a catalyzing
role in capacity development.

» Tailor the procurement modalities to the capacéyel of the farmers’ organization, as
procurement is an integral part of the developmsnategy. Monitoring progress on
indicators such adlfe capacity to participate in WFP tendéemnd/or “an increase in sales
to buyers other than WFRuill assist in determining how and when to advarfOs beyond
the stage of direct P4P support.

» Strong coordination amongst the partners at thatyffice level is necessary, for example,
a steering committee to bring all actors aroundsédm®e table to harness the catalytic effect
of P4P at country level.

» Although targeting criteria and land access thriesh@re country-specific, the common
minimum criteria for famers’ organizations shouttlude: a) that they have legal status; b)
that they generate surpluses (or have the potentidd so); c) that they receive supply-side
support; and (d) that they focus on women’s empoweet.

» The largely untapped potential of the private settosupport the professionalization of
farmers’ organizations needs to be unlocked.

capacity building for farmers and their
k. organizations in-depth in a number of countries.
* The event brought together diverse views from
different  stakeholders, including farmers’
organization leaders and farmers, P4P partners,
government officials, traders and financial
institutions and WFP staff, from six countries in
| three regions: Burkina Faso, ElI Salvador,
. Guatemala, Kenya, Mali and the United Republic
of Tanzania, (East Africa, Central America and

, : West Africa). The conclusions confirm the P4P
two-part strategy encompassmg capacity buildimgivities and procuremefit The two
elements are equally important; each is complemgmtathe other, and, combined they offer a
very real chance of achieving the P4P livelihoogectives. Participating P4P stakeholders
(farmers, partners, WFP) universally agreed thd& Rds contributed positively to changes in
livelihoods, including increased incomes, improyedd security and enhanced social capital.
The writeshops produced substantial anecdotal seaéo support this belief, but quantitative
data is required to validate perceived changes.P4f monitoring and evaluation system will
draw upon both quantitative and qualitative finging

% Country case studies
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5.2.3 Food quality, safety and processing

The experience from the pilot countries confirmet tmallholder farmers and their organizations
can supply high-quality commodities when provideithvihe appropriate package of capacity
development. Specifically:

* Once farmers understand that quality equals moeesn poorly
performing FOs can and will meet WFP quality stadd if they
receive adequate training and equipment and arearded for
quality;

« Experience from Zambia suggests that small-scalehardzation s
and low-cost processing equipment such as maidieeshdold |
promise, but work best if provided through a prevaector busines® =
model, such as on a cost-sharing basis; =

« WFP with its market can push the agenda on gradesi@ndards,|
but more advocacy is needed for the standardizaand |
enforcement) of quality standards at national a&ggonal levels.

5.2.4 Financing solutions for staple crops

Access to affordable financing and crop/weatheurgsce remains one of the key constraints
faced by smallholder farmers and their organizatioboth for crop production and crop
marketing. Major financial service providers arepding credit in some countries. Other
countries are exploring other tools and mechani@ush as revolving funds, purchase-order
financing, loan guarantee funds, forward purchasatracts and third party payment
mechanisms). The diverse country experiences kighla number of initial conclusions,
including:

* Revolving funds set up using P4P resources foptinehase of tractors and shellers managed
by individual farmers (Zambia) are proving a viablgtion alongside more formal financial
services.

» Guarantee funds increase the willingness of firanicistitutions to lend to farmers and
farmers’ organizations. Guarantee funds alone, kewere not sufficient and strengthening
the financial literacy of farmers and their orgatians is important.

* Good practices suggest that WFP can facilitate lite between FOs and lenders by
informing the latter about the P4P demand platforlhowever, lenders and farmers must
build their own credit relationships. WFP can sigiitake agreements with P4P participants,
which the participants can use as collateral. Thadreuld also be a partner providing
technical assistance to boost the financial liter@ed credit management skills of the same
participants.

5.2.5 Accessing markets beyond WFP

The P4P initiative is not primarily about buildiige capacities of smallholder low-income
farmers to sell to WFP. More importantly, it is abduilding their capacities to engage on a
sustainable basis with formal markets beyond WH#s implies being able to sell to national

social protection and institutional programmes &4l &s to the private sector, which includes
food processors, major retailers and traders. Astiye raised in many of the countries is
whether a market for quality exists beyond WFP, #reb, can smallholder farmers and their
organizations access this market. Answers arenbiw to emerge from the diversity of

experience across the countries.

* Anecdotal evidence suggests that there is indeedriet for quality beyond WFP. Farmers’
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organizations in some countries are already establj commercial ties with local
processors. Farmers’ organizations that receivi®tdiven training and sold to WFP have
succeeded also in selling to other buyers.

» Linking farmers to the private sector (processoilers, CSB producers, supermarkets, and
agro-dealers) becomes possible once farmers’ agaomns produce higher quality output
and acquire a capacity to aggregate.

» Commodity exchanges and warehouse receipt systenssittite viable post-WFP markets in
their own right, and WFP should support these ptaté where available.

The mid-term evaluation (MTE)

recommended that WFP prioritize the
market development objectives of P4P.
WFP Management has confirmed its
commitment in this sen& and also

reiterated its commitment to developing the
capacities of 500,000 smallholder farmers’
participating in P4P to increase their
incomes by the end of the pilot.

WFP and partners will continually review
and validate lessons during the course of the
pilot and disseminate them through a number of céisn including papers, technical meetings
and updates. The third P4P global annual reviewtinggscheduled for December 2011 will
bring together a large number of P4P stakeholdenetiew progress and prioritize areas of
focus for the second half of the pilot.

24 Management Response to the Recommendations ofithe&ry Report of the Strategic Mid-term Evaluatién
WFP’s Purchase for Progress Initiative (2008—201\8yP/EB.2/2011/6-B/Add.1/Rev.1
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6 Beyond the Pilot

Donors, partners and commentators who are followliegevolution and implementation of the
P4P pilot frequently want to know what happensrdfie pilot phase. This section sketches out a
preliminary answer to this question.

P4P is at the center of innovation and experim@mtato use public food procurement to
strengthen markets as a means of transformationirasaine generation. The learning and
sharing framework is designed to capture, validemg disseminate the relevant knowledge and
learning. A final assessment of country programatele end of the pilot during the first half of
2014 will focus on two questions: (i) what are thecessful models or approaches and (ii) in
what context are they appropriate? In additiondnsadering performance and impact, the final
assessment will collect data on successes anddsjlahallenges and enablers, costs and trade-
offs. The impact assessment will generate outiputé/FP and for a large external audience that
includes national governments, development pariedsagriculture sector stakeholders.

6.1 Informing an External Audience

The P4P pilot is a partnership of many actors atadketiolders, spanning the sectors of
smallholder development, market development and fssistance brought together around the
WFP demand platform. WFP anticipates that similatferms for public- and private-sector
demand will develop from the lessons learned arst peactices validated by the P4P pilot.
Specifically, it is expected that tools to engag#ianal governments in policy and institutional
frameworks (e.g. home-grown school feeding) and pexctices for engaging other partners in
agricultural and market support programmes wiltlearly identified, developed and promoted.

Farmers must access markets other than WFP ifdafeyo consolidate the gains made through
their participation in the P4P pilot. Fosteringknwith public- and private-sector buyers during
the life of the pilot will expand the range of meatikg opportunities available to farmers. In
many countries, governments are expected to irteegii@4P-like” activities into national
programmes, particularly home-grown school feedinggrammes and other institutional or
social protection programmes, similar to well ebséled efforts in Brazil. In El Salvador and
Honduras, a large portion of the food purchasealtin P4P is destined for the nationally owned
school feeding programmes. In Ghana, Malawi, M&nya and Rwanda, WFP expects that
farmers patrticipating in P4P will become supplitwsthe government owned school feeding
programmes. In Ethiopia, food processors are eagesork with cooperatives selling to WFP,
when the cooperatives can assure them of commagigity and quantity. In Uganda and
Rwanda, there are initial signs that the privattaes following WFP in sourcing from farmers
participating in the P4P pilot.

6.2 Informing WFP

In 2012, WFP will begin work on its new strateglampfor the period 2014 to 2019. Defining the
role of WFP in markets will be a major piece ofsthiork. The experience and learning from the
P4P pilot will help define and shape the dialogesnecially as regards WFP’s ability to use its
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food procurement footprint to support agricultured anarket development activities. A key
output from the pilot phase will be the identificat of the most promising pro-smallholder
programme, procurement practices and business gg®seand mainstreaming them into WFP’s
work.

The learning will also inform other important arestsWFP work. These include adapting to
climate change, supporting school feeding prograsnare improving nutrition interventions.
Emerging best practices and lessons from the PP gn stimulating smallholder adoption of
appropriate farming techniques and risk mitigatstrategies will contribute to WFP’s work on
climate change. Linking school feeding programneel®tally produced food, including to local
capacity to mill and fortify commodities, benefitkildren, small farmers and local economies.
School feeding programmes will incorporate sucegsgpproaches and best practices in pro-
smallholder procurement identified through the Bt where appropriate. The work on food
processing under P4P will contribute significartthythe body of the knowledge required to link
nutritional policy effectively to agriculture anddal procurement. This work includes providing
support to develop local processing capacity, cotimg farmers to processors, as well as
improving the food safety and quality aspects showdity management and procurement.

6.3 Conclusion

Ensuring affordable, adequate, universal and cohstacess to nutritious food is one of the most
pressing challenges of the twenty-first centuryreEhyears after the global spike in food and
energy prices, food prices remain higher than eveveraging the potential of the smallholder
sector in developing countries and addressing mdeieires are prerequisites for structural
transformation and broad-based growth, which acessary for the rapid reduction of hunger
and food insecurity.

As recently as June 2011, the G20 Agriculture Mars reiterated the importance of the
smallholder farmer and called for increased invesitmin developing countries in agricultural
productivity, food security and in the generatiohimcome in rural areas. The Ministers
specifically highlighted partnerships and procuratm&Ve also encourage them to enhance
public-private partnerships in this field, in patilar to improve market and value-chain
operators' cooperation and procurement from smadiars.”?°

The P4P pilot is at the forefront of efforts to ritiy innovative partnership and procurement
platforms that stimulate rural growth and addré&srbot causes of hunger, and there are good
grounds for hope that it may be successful.

“The ground-breaking work of our two honorees workg with the World Food Program on
Purchase for Progress, using the purchasing pow&MéFP to help small farmers, is going to set a
standard for public-private partnerships for the &es to come.Vice President of the USA Joe
Biden, keynote remarks at 10th Annual George Mc@Goleadership Award Ceremony and global
hunger conference at the U.S. Department of Stxdtber 2011 when Howard G. Buffett and Bill
Gates were recognised for their leadership on gldimger efforts and their support to P4P.

%5 Ministerial Declaration, Action Plan on Food Pri¢elatility and Agriculture, Meeting of G20 Agricuilte
Ministers Paris, June 2011(paragraph 19)
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For further information, please contact:
The P4P Coordinator Ken Davies: ken.davies@wfp.org
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