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Abstract: 

The paper reviews the mid-term results of a policy research project (2006-08) addressing agro-food SME trade promotion in Southeast Asian and Western African developing economies. The project is conducted by a group of scientific institutions based in Hanoi (Vietnam), Ouagadougou (Burkina Faso) and Geneva (Switzerland). 

The paper documents:

(a) The capacity of Southeast Asian and Western African agro-food SMEs to access domestic, regional and possibly global markets, 

(b) The role of international cooperation (public and private) to promote agro-food SME trade within and outside Southeast Asia, and Western Africa respectively.   

The paper also calls for interested OECD and non-OECD partners to contribute to two types of South-South trade emerging innovations in the field of SME agro-business matching, namely:

(c) The promotion of existing and new business linkages between Southeast Asian and Western African agro-food SMEs (trade, finance and appropriate technology)

(d) The promotion of public-private partnerships in order to facilitate such agro-food SME business linkages between far distant Southeast Asia and Western Africa. 
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Introduction: 
Since the 1950-1960s with the creation of the Non-Aligned Movement and the United Nations Group of 77, there has been a continuous debate whether South-South cooperation among developing economies is more than a post-colonial and political agenda (Moen, 1998). Although the first wave of Third World regionalism failed rather miserably, post-1989 globalization and so-called new regionalism have brought up new trade, investment and technology developments not only between North and South, but also among a rising diversity of emerging and developing economies, especially in Asia (De Melo, 1993 ; Liu and Régnier, 2003 ; Pietrobelli and Sverrisson, 2004). 

The agro-food sector plays a strategic and security role in the revenue and growth of most developing economies, and is one of the few sectors also including the least developed countries (LDCs) in the globalization process (OECD, 1993, 2006). In addition to large firms and transnational corporations (TNCs), post-farming micro-enterprises and SMEs are particularly active in domestic, sub-regional, regional and international trade, either directly or indirectly. Such activities develop rather spontaneously on the basis of indigenous and foreign private entrepreneurship capacity. They can also emerge as a result of small business enabling facilitation promoted by national governments and international cooperation (public and private). 

South-South patterns of agro-food trade development and gradual de facto sectoral integration can be well identified within a region or sub-region, but can also be documented at the inter-regional level (UNCTAD, 2004, 2005). This is particularly true when contemplating the rise of Northeast and Southeast Asian economies, including economies in transition such as China and Vietnam, and their rapidly expanding business linkages vis-à-vis other developing regions such as Africa. This recent trend may inaugurate new development perspectives for the African continent (UNCTAD, 2001). 

This reflection explains why the author, in cooperation with some African and Asian institutional partners, has chosen to explore both the existing and potential agro-food SME business linkages between two far distant sub-regions like agro-based emerging Southeast Asia and agro-based least developed Western Africa. The goals have been:

(a) to identify and benchmark the capacity of Southeast Asian and Western African agro-food SMEs to access domestic and external markets in each of the two respective regions, and 

(b) to review the role of the local and international communities to promote, through public or private cooperation partnerships, agro-food SME trade within and among each of the two regions. 

These two objectives have been translated into a two year policy research project conducted since mid-2006 by a group of scientific institutions based in Hanoi (Vietnam), Ouagadougou (Burkina Faso) and Geneva (Switzerland).

This paper reviews the mid-term results of this project and starts documenting newly emerging business linkages between Southeast Asian and Western African agro-food SMEs (in trade, finance and appropriate technologies), partly facilitated by new forms of public-private partnerships.  

1. South-South trade cooperation : Theory and Practice 


The Historical Concept

“ It was with the establishment of the Non-Aligned Movement and later UNCTAD (United Nations Conference on Trade and Development located in Geneva) and the Group of 77 in the 1960s that South-South cooperation on a global scale was put on the international agenda “ (Moen, 1998: 252). At first, the post-colonial agenda aimed at de-linking newly independent countries from developed nations, but this radical view, encouraged somehow by the example of OPEC in the early 1970s, did not lead to the emergence of a so-called New International Economic Order (Myrdal, 1956 ; Lewis, 1977). Third World commodity-based diplomacy did not bring the expected fruits, and, by the early 1980s, key international economic negotiations were taken away from the United Nations organizations to the Bretton Woods ones like the GATT (which became the World Trade Organization), the International Monetary Fund and the World Bank (Linnemann, 1992). The Group of 77 was mainly active at the United Nations Assembly and in specialised UN fora such as UNCTAD
. Article 24 of the GATT provisions timidly acknowledged the right for preferential arrangements among developing countries as long as they would not bring trade discriminations against other contracting parties of the General Agreement on Tariffs and Trade (GATT, which preceded the creation of the World Trade Organization).

Furthermore, the first wave of regionalism based on possible economic integration among developing countries did not take off despite high initial expectations (Langhammer and Hiemenz, 1990).

During the late 1980s and especially the 1990s, the rise of the global agenda has been complemented by a second wave of new regionalism. South-South cooperation has gained some renewed interest (ITC, 2004 ; OECD, 1993, 2006 ; South Centre, 1996 ; UNCTAD, 2004 and 2005), at least among those developing countries motivated and capable. An other proposal came with the creation in 1989 of a group of the most industrialised developing countries, the so-called G15 which, as the expanded G20, has then played a significant role under the Doha multilateral trade negotiations (Sridharan, 1998). This wave of new regionalism has also been marked by the multiplication of sub-regional, regional and inter-regional economic arrangements combining for most of them the participation of both OECD and non-OECD economies (Liu and Régnier, 2003, OECD, 2006). While most developing economies cannot be individually self-reliant, it was felt that small coalitions among developing countries and facilitated by one or a few OECD partners could provide some leverage vis-à-vis the world of unequal trade, financial and technological dominance (Krugman, 1995). 

The inter-regional link between Asia and Africa has not been highly addressed until the recent rise of China and India as new donors, traders and investors in various African sub-regions (World Bank, 2004). However, Japan initiated already in 1993 the first Tokyo International Conference on African Development (TICAD I), followed by TICAD II and III and Ministerial Level Meetings at regular intervals. This intergovernmental process has put more light on the role of Japanese aid and private sector to boost economic take off and growth in Africa at various sub-regional levels (Horiuchi, 2006). TICAD III was also envisaged in 2001 as a contribution to the New Partnership for African Development (NEPAD) initiated since 2002-03 by the G8 African Action Plan. By 2005-06, Japan Overseas Development Assistance has also pledged to devote 40% (up from 30%) of its total volume to Africa by 2020.  


The Practice

South-South trade and economic co-operation can offer many advantages to developing countries (Folke, 1992). It can primarily rely on comparative advantages of proximity among them, and not yet fully utilised. In many cases, their products are better suited to their needs and similar levels of development, which explains why South-South trade is different but also more technology intensive than North-South trade (Sabolo, 1983). Furthermore, trade among developing countries can help them to become less dependent on the OECD markets. South-South trade may prove that developing countries do not depend in the long term on the sole demand of the developed economies. 

However, South-South cooperation has remained very modest for several decades due to its de-connection from the main international economic system, and the lack of support from the donor countries until recently, even if this attitude is now changing. Several major obstacles have been the absence of solidarity or convergence between large and small producers, the lack of infrastructure and especially South-South transportation facilities, the high structure of tariff and non-tariff protection, the absence of South-South trading credit and finance, the scarcity of foreign exchange and clearing systems among lest developed countries (LDCs), and the lack of after-sales services (Erzan, 1989, Bhagwati, 1991).  

In practice, South-South trade can be divided into three periods (Folke, 1992:18-20). Between 1945 and 1972, it grew in absolute terms but decreased in percentage of world trade. Between 1973 and 1981.  It continued to grow and regained former importance. After 1981, its relative importance fell, mainly because of the debt crisis and declining revenues from oil exports in OPEC countries. However, in the late 1980s, it expanded again due to the rise of the newly industrialising economies, especially in East Asia, and reached over 10% of total world trade by 1995, a figure which has steadily increased ever since due to the rapid expansion of the Asian economies in particular. About 40% of total trade originating from developing countries currently go to other developing countries (UNCTAD, World Trade Report, Annual). 

During the first decade of the 21st century, analysts have become relatively more optimistic about the future prospects of South-South trade: 

(a) due to the continuation of the rapid growth of the major emerging economies and their agro-food and other commodity transactions, not only with the OECD suppliers but increasingly with the developing world as well, including Africa, and

(b) due to the aging population and food demand saturation in most developed economies (UNCTAD, 2004, 2005). This trend is even clearer when also considering local agro-food products originating in developing countries, which tend to qualify only for South-South markets in terms of quality, hygiene and health norms, and other standards. 

Since the 1990s, international organizations and developing countries have also become more aware of the developmental role of small enterprises from both economic and social perspectives, inclusive of the rural and peri-urban sectors where farming and post-farming activities prevail. The Asian SME but also micro-enterprise development experience has taken the lead. In the case of most African LDCs, the central importance of the informal economy (microeconomic activities and very small enterprises), and the challenge of the so-called “ missing link “ (SMEs) has been underlined (Sen, 1999 ; Régnier, 2000 ; UNCTAD, 2001).  

2. Conceptual approach and research project (2006-2008)

Approach

Since the WTO Ministerial Meeting in Hong Kong, December 2005, the G8 and the OECD countries have stressed their aid for trade priority vis-à-vis developing countries in three main fields: production capacity, access to demand and buyers, promotion of marketing and sales. A number of OECD donors have committed themselves to a more pro-active facilitation of trade and finance among developing countries (South-South trade) at the sub-regional, regional and inter-regional level, as a second-leg option for developing economies and especially LDCs facing difficulties to reach global markets. 

Transnational corporations and other large firms are not beneficiaries of overseas development aid (ODA). They are increasingly providers of business to business (B2B) or public-private partnerships in a West-West or North-South context, but they can also play a South-South market linkage role. Apart from TNCs and large firms, small enterprises in developing economies can contribute in several ways: 

(a) Local SMEs (formal economy) or at least a fraction of them have already access to South-South transfrontier, sub-regional and regional markets in addition to their direct or indirect access to OECD buyers and sellers, 

(b) Various forms of microenterprises (informal economy) are mainly active at the sub-domestic, domestic and transfrontier levels, but can also contribute under certain conditions to the up-stream segment of domestic, sub-regional, regional and global chains of production and value-added (ADB, 2006, UNDP 2004, Prahalad, 2006). 

Therefore a central hypothesis can formulate that the promotion of domestic and external trade of developing countries should more and more involve small enterprises, especially in a key sector like post-farming activities and agro-food, and thus contribute to poverty alleviation through employment creation and income generation. This dimension would be particularly important in South-South trade at the sub-regional, regional and inter-regional levels. Public and private international cooperation could devote itself to enabling the emergence of sustainable business development services, both financial and technical ones, to boost small enterprise trade capacity, including among developing economies. The post-farming sector should be one priority not only because it relates to domestic and international food security, but also because it figures among the very few indigenous assets belonging to developing countries, including most LDCs. 

This central hypothesis leads to several avenues for policy reflection, field research, and identification of possible action such as:

(a) Compared to TNCs and large firms well established on global agro-food markets, the small enterprise sector of developing countries cannot simply produce without availability and diffusion of reliable information on local and external demand patterns (identification of buyers and trading channels). Therefore, marketing capacity, and not only production capacity, is a must, and differs from one agro-food sub-sector or even one specific product to an other.  

(b) Small enterprises of developing countries have none or extremely limited capacities to identify existing/potential markets and to access the various specifications of each type of market at product-level, even domestically, and of course externally. Therefore, national governments, domestic/foreign private sector and international cooperation can promote financial and technical business development services enabling small enterprises to access demand-driven marketing and trading know-how and skills. 

(c) For several decades, international cooperation has promoted agriculture and post-farming production (supply side) in the developing world. This is only in very recent years that more emphasis has been gradually put on the demand side, meaning that when local and/or external demand exists, it can encourage local agro-food production and also trade/marketing efforts accordingly. 

(d) International cooperation, public and private, can continue only in relative terms to support LDC export promotion of the agro-commodity and agro-food sectors, including local small enterprises, in articulation with OECD import capacities, whose absorption capacities are already and will be limited in several ways (demography and ageing population, import barriers, norms and standards,…). It should facilitate more and more small enterprise trading, investment and appropriate technology exchange among developing economies. 

(e) Rapidly emerging Asia and her rising links with least developed Africa can be one of the most interesting and pressing cases at the beginning of the 21st century.   


Research Project

The above approach has been translated into a two year policy research project focusing on trade promotion of agro-food SMEs and on the role of international cooperation (public and private) in Vietnam and the Southeast Asian sub-region, and in Burkina Faso and the Western African sub-region, with a possible focus on specific agro-food sub-sectors. 

Southeast Asia has been selected as one of the two sub-regions of rapidly emerging East Asia. It is heavily agriculture and agro-food based compared to the other sub-region, Northeast Asia, with Thailand and Vietnam being among the world leading rice exporters. Furthermore, it includes among the 10 ASEAN economies, three different types of economies: emerging ones, LDC ones, and economies in transition (like Vietnam). 

Western Africa has been selected as one of the LDC sub-region of the African continent and as one the most geographically and communication distant from Southeast Asia, contrary to East Africa for instance. Most Western African LDCs are Sub-Saharan agro- and rural based economies, and are experiencing emerging business links with developing Asia (China, India, South Korea, Taiwan, others) in addition to Japan, which is also one of the major Overseas Development Assistance providers. 

The project has been conducted since mid-2006, thanks to a policy research grant from the Agence Universitaire de la Francophonie
, by a group of scientific institutions based in Hanoi (Vietnam), Ouagadougou (Burkina Faso) and Geneva (Switzerland)
. Two initial objectives were assigned to the project:

(a) Identification of major problems of local agro-food SMEs in accessing domestic and external markets (sub-regional, regional and international ones), 

(b) Compared strategies and policies implemented by international cooperation, public and private, in the field of local agro-food SME trade promotion vis-à-vis domestic and external markets.  

During the first phase of the research project in 2006-07, which started in Vietnam/Southeast Asia, it became rapidly clear based on early research evidence and repeated requests from local and foreign stakeholders visited locally, that a third objective should be added to the project as follows:

(c) Current and future possible public and/or private cooperation partnerships to 

 boost trade, finance and appropriate technology transfers between

 Vietnamese/Southeast Asian agro-food SMEs and their counterparts in Burkina

 Faso/Western Africa. 

This paper reviews the mid-term results of the project, which has concentrated during its first phase (2006-07) on agro-food SMEs and domestic/external trade in Vietnam and in Burkina Faso, and their respective sub-regional market environment. It has also started to identify newly emerging business linkages among Vietnamese/Southeast Asian and Burkinabe/Western African agro-food SMEs, and its facilitation by some pilot public-private partnerships. 

The second phase of the project (2007-08) will focus more or less exclusively on the continuation of this documenting process and also on a pragmatic construction of specific SME agro-food public-private cooperation partnerships between the two sub-regions. It will cover not only Vietnam and Burkina Faso, but also their respective neighbours in each of the two sub-regions, whenever pertinent for an entire agro-food sub-sector or for a specific product. Some development agencies together with private firms have already started to indicate their interest.    

3. Agro-food SMEs and access to domestic/external markets: 

The cases of Vietnam and Burkina Faso

The research implementation (first phase) started from the case of Vietnam/Southeast Asia, as an emerging economy in transition, before comparing with an LDC economy like Burkina Faso/Western Africa.

Vietnam

(sectors more specifically researched: cereals, coffee, tropical fruits,  cashew nut, vegetables, basic equipment and technologies esp. for processing cereals)

In the Vietnamese agro-food sector, which concentrates in the Mekong and Red River deltas, sharp inequalities in accessing markets can be observed between around 15 000 registered SMEs and 1 000 large firms still belonging to the public sector. This does not include a myriad of very localized micro-enterprises and micro-economic activities at the sub-district level, which have also prospered since the early years of the Doi Moi liberalization reforms of 1985-86, especially in agriculture, and whose definitions and formal/informal statutes can greatly differ
. 

Most SMEs are yet poorly associated to value added chains at the national and international levels. They tend to face such market access problems as follows:

(a) Despite a new propensity for small enterprise clustering and networking, especially in South Vietnam, access to reliable information related to both domestic and external markets is a major problem,

(b) An other difficulty relies in the extreme fragmentation of production as a result of rural de-collectivisation, and therefore in various problems of collecting commodities or semi-processed products amplified by the size of the country, rural demographic density and limited infrastructure,

(c) Lack of sanitary and quality of products, and rising environmental problems especially in the Mekong Delta, are combined with still rather weak conditioning and packaging know-how and skills, yet particularly important to reach urban and export markets,

(d) Short-term finance is not a major problem for local SMEs except import-export credit and international trade risk finance, and access to long-term equipment finance is highly needed for post-farming processing and conditioning modernization. 


Burkina Faso

(sectors: cereals, shea butter
, cashew nut, sesame, vegetables, tropical fruits)

In Burkina Faso, like in the other neighbour LDC economies (Bénin, Mali, Niger, even Ghana), there is a so-called missing link in the national economy, meaning a quasi absence of structured SMEs in-between large firms (foreign or indigenous ones) and the informal economy made of micro-enterprises and petty household economic activities. Post-farming and food processing is no exception
. 

Therefore, in addition to similar small enterprise problems as observed in Vietnam, there are specific difficulties in supplying both quantity and quality for the following reasons:

(a) Production capacity is extremely limited and scattered (quantity supply) despite a strong domestic and external demand in a number of sub-sectors (cereals, milk products, meat, fruits), 

(b) Processing and conditioning technologies are generally weak or remain traditional ones, 

(c) Sanitary and other quality controls, access to norms and standards certification are under-developed, especially vis-à-vis export markets, contrary to Vietnam,

(d) Both lack of market information and appropriate technology explain why post-farming products are sold and most of the time exported as raw materials or just first processed products, with limited added value.

The overall situation is yet not completely dark. There are examples of niche semi-transformed or processed products, which are performing well and can reach even the OECD markets. The case of dried and even bio-labelled tropical fruits such as mango, or the case of shea butter highly used in cosmetics, are good examples
. However, there are counter-examples such as cashew nut, which is produced in Burkina Faso and the entire West African sub-region, but not even semi-processed: The nuts are not even shelled and are exported in bulk with high cargo fret costs to the three major world importing manufacturers namely Brazil, India and Vietnam.

Figure 1 : SME Competitiveness Constraints, especially in Western African LDCs










Source: Derived from UNCTAD (2004), SME Competitiveness in Developing 

                Countries through Business Linkages and Direct Foreign Investment, Geneva

4. Agro-food SME trade promotion in Vietnam and Burkina Faso: 
A review of the different roles of international cooperation (public and private)


Agro-food trade and international cooperation

Both national governments and therefore international cooperation as well have given priority to agriculture and post-farming activities, sometimes even more in the OECD economies than in LDCs. Priority has focused on the development of production capacities (supply), and State intervention has searched to solve various financial, technical and trading problems of the rural sector (FAO/Food World Organization, annual reports). In LDCs, additional key arguments have been the demographic weight of rural populations, the various dimensions of natural and climatic constraints, the challenge of food and human security, the related challenge of socio-political (and electoral) stability. 

Some international agencies like the European Union or UNCTAD have tried again and again to tackle world commodity and agro-food market fluctuations, but such strategy succeeded neither under the United Nations system nor under the Bretton-Woods institutions. International cooperation together with national governments has therefore continued to support agro-food production without caring much for the patterns of domestic, regional and global demand! 

Following the debt and structural adjustment crises in many LDCs, the success of East Asian rural reforms and industrialization take off, the restructuring and deregulation of ex-planned economies (such as China and Vietnam), and the trade liberalization efforts under the GATT/WTO, the interventionist supply-driven approach in agriculture and post-farming has been revisited since the 1990s. International cooperation, while still supporting production primarily, has started to be re-orientated itself in several directions:

(a) Promotion of rural and rural-urban post-farming and agro-food entrepreneurship in developing economies, through the facilitation of business development services (financial and technical ones), 

(b) Promotion of reliable information access on regional and international chains of production and value added in agro-food at sub-sector and product levels, and roles of business to business (B2B) or public-private partnerships,

(c) Quality promotion of agro-food semi-transformed or manufactured products to meet regional and global market norms and standards (demand approach), 

(d) Promotion of trading capacity (rural-urban infrastructure, transport, conditioning, packaging, quality control, testing and certification, trade finance and import-export insurance). 


International cooperation and agro-food SME trade 


promotion in a transition economy (Vietnam)

Following its liberalization reforms introduced since 1986, Vietnam has conducted a new agriculture policy, which has enabled the country to become within 10-15 years, thanks to the high yields of the Mekong and Red River Deltas but not exclusively, an important world exporter of cereals (rice), coffee, tropical fruits, fishing products. Like in reforming China, the accumulation of rural surpluses in kind and cash has led to the creation of numerous small and micro post-farming and agro-food activities under various statutes (households, cooperatives, production associations, small enterprises)
. 

The identification of the role of international cooperation (public and private), and especially its local impact on the trading capacities of SMEs, is less easy for three main reasons:

(a) The cooperation activities of various bilateral or multilateral aid agencies is naturally less visible, rather limited and more and more auxiliary compared to the role of public and private operators (enriched peasantry and small enterprises, traders and transporters, large public firms,  foreign affiliates and joint ventures),

(b) Intergovernmental cooperation tends to support more the supply side (production) than access to domestic/external demand and trading capacity organization, especially in a transition economy where market institutions and stakeholders are still in the making, partly in the informality, and far from stabilized, 

(c) Public-private governance of Vietnam is in construction. On the public side, national ministries of agriculture and trade have not yet developed agro-food trading policies and promotion instruments, not only for all categories of main products, but also at a sufficient decentralized level (provinces, districts, sub-districts)
. At the private level, a number of private and SME actors are not yet always well structured and organized to access and absorb specific technical and financial inputs from international cooperation
.

Apart from direct or indirect support to production, international cooperation conducts three types of strategies entirely devoted to trade promotion of the agro-food sector, including small enterprises:

(a) Export-oriented trade promotion: A majority of international agencies provide technical and/or financial trading capacity support from the capital city, Hanoi, and Ho Chi Minh City, and conduct decentralised pilot schemes in some provinces. Priorities concentrate on strengthening the private sector export capacity (with a strong articulation related to its domestic trade capacity); on the gradual maturation of the first segments of international chains of production and value added (Asian Development Bank, ITC, World Bank/IFC programs); and even on specific targeted agro-food import promotion instruments of some OECD economies (Germany, Sweden, Switzerland,…). Eligible trade development providers tend locally to be mainly pure private ones, if they exist. However, some agencies do recognize that a real market of business development services
 is just starting to emerge and is still embryonic even in HCMC (Saigon), the economic capital city located in South Vietnam.

(b) Promotion of local development and micro-trading activities: A minority of international agencies (German GTZ for instance) and non-governmental ones (like OXFAM for instance) prefer to act at the very micro-local level (province, district, sub-district) (OXFAM, 2006). First they benchmark the specific conditions of agro-food production, transportation and trading capacity locally. In a second phase, they search for possibilities of matching demand for such products in other provinces and on national/external markets. Such technical intermediation role tends to focus on local product quality improvements, access to up-stream trading support (market identification, relation with buyers, coordinated division and distribution of large orders, microfinance and other inputs for production), and delivery of down-stream trading support (conditioning and packaging, relations with traders and transporters, access to local and regional fairs). This local community development approach differs from the above strategy(a), which is more oriented towards the internationalization of the national economy. One major problem relates to its high transaction costs, its limited geographic and population coverage, and its limited macro-national level beyond its micro-level pertinence.

(c) Promotion of trading public-private partnerships at home and overseas: The research project has been able to start documenting a very recent and rather innovative trade promotion strategy, which is yet unavailable in writing. Some renowned  foreign transnational corporations (TNCs), in the name of their development and social responsibility, are initiating together with foreign public development agencies some agro-food production and marketing projects especially among micro and small producers in less advanced or marginalized provinces of Vietnam (example: coffee small growers in border mountain areas where tribe minorities are settled). Both the TNC and public agency share their complementary economic and developmental skills to organize quality production, semi-transformation, conditioning, marketing and sale channels, and to guarantee to small producers the regularity of orders (meaning work and employment), stability of buying prices (income generation), and technical support for quality up-grading and sustainability. 

A comparison with agro-food SME trade promotion in a least 


developing country (Burkina Faso)

Burkina Faso is one among several Sub-Saharan LDCs with various natural and climatic constraints of a very different nature compared to Vietnam. Both agriculture and agro-food industry have not taken off as one key contributor of a rapid industrialization process like in Vietnam. However, farming and post-farming activities for self-consumption, domestic and external trade is the core sector, which Burkina Faso can have more or less in full control within and across borders. Some sub-sectors play and important role and have a promising future: cashew nut, cotton, diary products, meat, sesame, gum-arabic, tropical fruits, vegetables, and can be also produced under bio-ethic and environment friendly conditions (less and less possible in Vietnam!).  There are two major differences in the local industry structure compared to Vietnam:

· there are few large national and foreign large corporations,

· there are very few proper SMEs (missing link), and those called SMEs locally are in fact micro and small activities belonging to the informal or semi-formal economy (Diawara, 2003)

Due to weak State resources and the existence of a limited private manufacturing sector, activities of bilateral or multilateral aid agencies are highly visible, and often more important or complementary to the role of local public and private operators, most private ones being very small as already mentioned above (Faure and Labazee, 2000).

Intergovernmental cooperation tends to support more the supply side (production) than access to domestic/external demand and trading capacity organization, especially in an LDC where natural, climatic and human constraints are very high. Public-private governance of Burkina Faso is in construction, partly like in Vietnam in the sense of moving away from a State interventionist approach not possible any longer for debt restructuring and other financial reasons. The Ministry of Agriculture, after the French ex-colonial model, still plays an important role in a mainly rural country like Burkina Faso. However, domestic/external trade policy and its instruments are yet in an infant stage, even in the capital city, not to mention the provinces (with the exception of Bobo). Most small enterprises are organized at the household or community levels and have extremely scarce or no trading capacity of their own.   

Direct and indirect support to agriculture and immediate post-farming is still a major activity of international cooperation. There are as yet few strategies entirely devoted to trade promotion of the agro-food sector, and small enterprises in particular:

(a) Promotion of local development and micro-trading activities: the international cooperation tends to focus on the introduction and use of modern technologies to improve the quality and security of food products to be traded and consumed domestically, eventually exported across borders. Due to the very small size and dispersion of producers, transaction costs are very high at such micro-level. 

(b) Export-oriented trade promotion:  Just a few international agencies such as the ITC (UNCTAD/WTO), the World Bank or the Commodity Common Fund provide direct technical and/or financial trading capacity support either institutionnally to the Chamber of Commerce and ONAC (National Office for External Trade), or directly to specific agro-food sub-sectors  like meat, cereals, tropical fruits, shea butter (karite nut-butter). Various long term programs target specific provinces or localities. Business development service providers are still few in the private sector, explaining why the World Bank and the EU are still sponsoring a major BDS program through the “ Maison de l’Entrepreneur “ in Ouagadougou.

(c) Promotion of trading public-private partnerships at home and overseas: Compared to Vietnam and other more advanced developing economies, public-private partnerships are not yet taking shape in Burkina Faso. However, some foreign companies are exploring this new road, pleaded by the Global Compact of the United Nations since 1999. For instance, the German development agency (GTZ) together with the Taiwanese development agency, both public, have a joint project with a Taiwanese firm to improve the cultivation and transformation of red sorghum (red Indian millet), partly for the domestic market, partly for exports.


Differentiated international cooperation strategies: 

         Vietnam and Burkina Faso in comparative perspectives

The combination of field research work in Vietnam and Burkina Faso has enabled to  identify thee different strategies of international cooperation in agro-food SME trade promotion.


Strategy S1: Private sector development and internationalization

Some leading international agencies pursue their global agendas, and implement them as national projects accordingly, with care or less care for macro-national economic and social context (top down approach). This is true for both countries, and especially for Vietnam boosted together with the World Bank/IFC (SME Department) and the Asian Development Bank in particular to become a newly industrialized economy well integrated on international markets by 2020. In Burkina Faso, the World Bank, the African Development Bank and also the European Union are also very active to link this LDC to international trade and investment flows. The EU together with the UEMOA (Western African Economic and Monetary Union) conducts a production and trade quality program 2001-05 (1st phase) and 2007-11
. 

Strategy S2: Local development and market outreach

A few donor agencies and some well-established international NGOs prefer to adopt a bottom up approach. Their focus is on micro/district-level promotion of rural post-farming and non-farming activities, which can or could qualify on domestic and eventually external markets (at least sub-regional ones). S2 is present both in Vietnam and Burkina Faso, but is much more generalized in Burkina Faso as S1 can reach very few existing SMEs (missing link), whereas S2 can reach micro and small enterprises. 

In both countries, German GTZ and Dutch SNV cooperation agencies seem particularly active in a wide set of agro-food sectors and provinces. NGOs such as Oxfam are following a similar strategy. There are of course other international actors, esp. in Burkina Faso (which has a high international aid ratio per capita), but our research project did not have enough resources to conduct a systematic identification of all ongoing or recently finished agro-food SME development projects across the country. 


Strategy S3: Public-private partnerships and value chains

Interestingly, S1, S2, or a combination of the two can be the target of public-private partnerships. Such new arrangements start emerging in a rapidly industrializing and export-oriented economy like Vietnam, but they are still absent in Burkina Faso apart from a few exceptions (GTZ/Taiwanese project already mentioned in section 4, page 9). 

In the case of Vietnam, one example is a partnership between Nestlé (Vietnam), German GTZ agency and Neumann Coffee Consultants for Asia & Pacific promoting small coffee planters’ communities in border mountainous provinces populated by tribal minorities. An other partnership between the German GTZ and the German chain of supermarkets METRO supports the cultivation of quality fresh tropical fruits by small producers and cooperatives in the Mekong Delta region for later exports to METRO (Malaysia) and (Singapore). 

5. South-South trade among agro food SMEs: Existing trends and options for new 
developments between Southeast Asia and Western Africa 

(see also annexes 1 and 2)
From the very beginning of the first phase of the research project onward, the Swiss research partner has been surprised by the mutual attraction and interest for South-South trade and technology cooperation between the Vietnamese and Burkinabe partner research institutions. Initial field work conducted together with them in Vietnam first confirmed this interest among various national and international stakeholders, and beyond expectations! Therefore, during the first phase of the project, three cooperation avenues have been identified as follows:

- the possibility to capitalize on the existence of modest trade flows, including in the agro-sector, between Burkina Faso/Western Africa and Vietnam/Southeast Asia, and to benefit from the recent or new trading capacities and experiences of the later,

- the possibility to learn from embryonic exchange of appropriate technology between the two sub-regions, so far exclusively from Vietnam/SE Asia to Burkina Faso/W Africa, but with possible reciprocal options from the later as well,

- the better use of existing Afro-Asian trading networks or the creation of new ones, and the necessity to address ways and means to provide commercial credit and risk insurance to enable the financing of trade and technology exchanges between the two sub-regions. 

 
Trade flows and new potentials between Southeast Asia and 
Western Africa Trade

The first phase of the research project has documented the existence of emerging trade flows between Burkina Faso and Vietnam:

(a) Burkina Faso and other neighbour LDCs import mainly rice from Vietnam and Thailand, two of the leading world exporters, and some equipment and machinery (including for local agro-food transformation), 

(b) Vietnam imports from Burkina Faso and other Western African LDCs cotton (including bio cotton), cashew nut (Vietnam is one of the three world processing manufacturers with India and Brazil), and sesame.

The second phase of the project can identify further importing potentials of Vietnam, but also of neighbour ASEAN economies, some of which being major agro-food producers and exporters (Indonesia, Thailand). For example, our March 2007 interview with a major Indian businessman in Ouagadougou revealed that shea butter is already exported through Indian trading networks from Western Africa, including small quantities from Burkina Faso, to Singapore. Shea butter (or karite nut-butter) is highly used in the cosmetics industry, also in Southeast Asia, but apparently not yet in Vietnam.  

      
Incubating exchange of appropriate technologies between 

         Southeast Asia and Western Africa

The conception of technologies for the agro-food sector and local SMEs is far more advanced in Southeast Asia than in Western Africa. Even Vietnam has already developed, through its network of specialized agronomic institutes, a number of processing technologies well appropriate, cheap, and easy in terms of maintenance (compared to OECD technologies). Therefore, appropriate technology is conceived here not necessarily as “poor” technology as traditionally conceived in third world studies literature. This concept is closer to the notion of “intermediate” technology as illustrated by the Intermediate Technology Publications and the Small Enterprise Development Review (London)
.

For example, our project was able to trace back the first export of a Vietnamese cereal extruder
 to Burkina Faso in 2004, with the facilitation of the French development cooperation. This equipment, well adapted to the needs of local producers in Burkina Faso, costs 20 times less than its French equivalent, which is under-utilized at the headquarters of the Department of Agro-Food Technologies in Ouagadougou, which is the local scientific partner of our research project! Following the first phase of the project, the Burkinabe association of cereal producers has decided to order one or two extruders from Vietnam.  

It could be wrongly perceived that Burkina Faso and other Western African LDCs have little to offer to Vietnam and possibly other Southeast Asian developing economies in the agro-food sector. However, our research project has shown that the Vietnamese are highly interested to learn how Western African LDCs have been able along the last 10 to 15 years to use both traditional and modern tropical fruit drying techniques, and how they can export quality bio dry mangos for instance to major OECD markets. Furthermore, Vietnam is experiencing rapidly growing environmental problems, especially in the Mekong Delta, which are already affecting various agricultural crops, including fresh or dried fruit sector. An other example, as already mentioned in the previous section, is the highly valued production of quality/pure shea butter in Burkina Faso and neighbour countries, leading to various types of buying partnerships with leading cosmetic firms like L’Occitane (France), L’Oreal (France), Nivea (Germany), Olam (India), and others. Olam is already importing and processing shea butter in Singapore/Malaysia. 

         Finance for trade and technology cooperation between

 
Southeast Asia and Western Africa


Finance for trade: Local SMEs both in Burkina Faso and even in Vietnam face sharp difficulties to access trade finance either for exporting and/or for importing
. Insurance and protection against trading risks are an other major problem, considering not only the geographic distance but also the lack of trusted business networks between the two countries and respective sub-regions (compared to China and India which have already extensive business networks in West Africa).  Several options could be explored to bring solutions to such problems:

- the commercial banking sector should play a more pro-active role on both sides, including foreign banks present in both sub-regions
. Even if Western Africa, some new dynamic banks are emerging such as the Banque Régionale de Solidarité (Regional Solidarity Bank), which is a new public-private initiative supported by the Central Bank for Western Africa and investors from Morocco. 

- B2B partnerships facilitated by large foreign manufacturers or trading houses, together with their bankers, could also play a facilitating role. For example, Taiwanese firms are among the leading foreign direct investors in Vietnam, including in agro-business (Taiwan being a net importer of food products), and a Taiwanese public and private interests are also present in Western Africa (including in Burkina Faso which still has diplomatic relations with Taiwan, whereas Niger broke them recently). 


Finance for direct investment in agro-food processing and technology: Indigenous Western African direct investment in Southeast Asia is probably not a forthcoming agenda, due to the level of development and the weakness of the Western African private sector. However, the reverse should be encouraged
. Several sectoral examples have been indicated in this paper such as cereals, tropical fruits, shea butter, cashew nuts, and some others could be added, where Vietnam has accumulated know-how and skills (dairy products, meat, vegetables). As an interesting case, Vietnam alone or together with India could try to invest in Western Africa in the cashew nut sector to decrease exports in bulk and expand local value-added at least through semi-processing:

· semi-processing production centres (shelling) could be envisaged in a few strategic locations in Western Africa, provided that fragmented segments of production could be collected and transported there, 

· whereas Vietnam, India and Brazil could continue to control the high added value end of the production chain (acids, oils, etc…).

6. Mid-term conclusions and second phase of the research project 

   (2007-08)
Mid-term conclusions

The first phase of the research project (2006-07) has been able to reach three objectives:

(a) to confirm the various assets and liabilities of Vietnamese SMEs and Burkinabe micro- and small enterprises to access their respective agro-food domestic and regional markets and to go sometimes even beyond at least for a minority of them, 

(b) to benchmark a range of agro-food sectors or sub-sectors (not yet fully detailed at product-level during the first phase of research), in which local small enterprises contribute to existing domestic and external transactions, and could further expand with the support of appropriate financial and technical services,

(c) to identify the emergence of South-South trade in agriculture commodities, agro-food, and agro-processing equipment and technology between far distant Southeast Asia and Western Africa, and even between Vietnam and Burkina Faso.

The third objective was not planned when drafting the research project, but it emerged during the very initial period of phase one implemented in Vietnam first. Both Burkinabe and Vietnamese research partners themselves, and a wide number of interviewed public and private institutions in the two sub-regions, have shown a strong desire to develop South-South trade, investment and technology cooperation through the mobilization of public-private partnerships, directly or through the facilitation of foreign actors (large firms and TNCs, international agencies and business matching supportive services). 

Second phase of the research project (2007-08)
The first phase of the project came to a close in June 2007. The three partners have already been able to draft two action-oriented projects and are in the process of submitting them to public and private development partners interested in promoting South-South trade and appropriate technology cooperation between the two countries and their respective sub-regions. These two projects are dealing with appropriate technology transfer and incubation between the two sub-regions (as summarized in annexes 1 and 2), and with agro-food quality export certification training. They are provisionally titled as follows:


Project one

          Program for the reinforcement of trading capacities of agro-food

          SMEs through Souh-South technology and incubation: 

          Southeast Asia and Western Africa 


Project two

          International trade and promotion of quality agro-food exports by 

          local SMEs: Training program in quality control and certification in

          Southeast Asia and Western Africa

These two projects and other potential actions, which have been identified especially in section 5 of this paper, will be further explored during the second phase of the project in 2007-08, and are open to additional interested partners (public and private). 

                                                        ********
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Annex 1 : Proposal of an Incubation scheme for technology coaching and transfer 

                 from Vietnam/Southeast Asia to Burkina Faso /Western Africa 












Annex 2: Steps for the possible implementation

                of the technology incubation and transfer proposal  (annex 1)

PROGRAM PROPOSAL FOR THE REINFORCEMENT OF AGRO-FOOD SMEs  

« South – South Technology Transfer/ Agro-food Tech Incubator » 


Step 1: 



Step 2: 


Step 3: 


	EG1 : Cereals
	EG2 : Fruits
	EG3 : Oil seeds
	EG4 : Dairy products




Step 4: 



Step5: 


Step 6: 

MARKETS





Southeast      American 


Asian             European


markets         markets


      


 		     Amérique











Export of semi-processed or final agro-food products / respect of  export norms and standards








Export of agro-food processing technologies and know how / Diffusion and impementation of international export norms and standards for agro-food products





TRANSFER





National or sub-regional expert group of Western African agro-food professionals and Asian experts:





Selection and validation of Southeast Asian technologies  





W. African SME  / Incubator :





Technology transfer, adaptation and coaching  (Burkina Faso, Niger and Mali)





Identification of specific needs and expression of precise demands  





National governance: Private sector professionals, Control & testing Labs, Banks, Bilateral/Multilateral donor agencies





Sectoral feasibility studies: cereals, fruits,  oilseeds, dairy products     





Elaboration of technology incubation and transfer schemes / Expert groups  (EG) together with private sector professionnals


(Identification, selection and coaching of technology transfer incubators)





Program and schemes implementation:


Acquisition and transfer, implementation, coaching, financial and technical supportive  


                               services





Technology transfer impact evaluation by 


            sector and by incubated SME  





Diffusion and dissemination of experiences and lessons learnt to other potential SMEs to be incubasted  (Burkina Faso, Niger, Mali, and other countries





Promotion of accessibility and professionalism of trading and distribution institutions  
































Promotion of business enabling environment in favour of SMEs, esp. small and micro  





Domestic and International Market 





(Knowledge of global production and value added chains)        





Development of supportive services











Agro-food SMEs 





(definition of a global strategy)  





Quality and matching of  product/packaging (supply) vis-à-vis market  (demand)





Definition of appropriate strategies for product research, incubation and development     





Transfer of technologies and skills, and delivery of business development coaching and services  








� This section was prepared together with Mr Florent Song-Naba, Ph D candidate (Graduate Institute of Development Studies, Geneva) conducting a doctoral research on the comparative role of business development services in the SME agro-food sector in Burkina Faso and Ghana. 


� United Nations Conference on Trade and Development (UNCTAD, Geneva): one of UNCTAD Commissions is specialized on economic cooperation among developing countries. 


� Agence Universitaire de la Francophonie (AUF): The Francophone University Agency promotes academic cooperation and exchange among over 45 countries using as one of their national languages or not the French language. The AUF, which is a subsidiary institution of the international organization called the OIF (Organisation Internationale de la Francophonie), has initiated and coordinates about 25 scientific cooperation networks worldwide.  


� This group is composed by : The Franco-Vietnamese Centre of Management, National Economic University (Hanoi), the Department of Agro-Food Technologies, Research Institute for Applied Sciences (Ouagadougou, Burkina Faso), the Graduate Institute of Development Studies (Geneva, Switzerland). 


� German Development Agency (GTZ), 2006, Six Years of Implementing the Enterprise Law: Issues and Lessons Learnt, Hanoi, Business Issues no 05 ; International Finance Corporation (IFC), 2003, Informality and the Playing Field in Vietnam’s Business Sector, Hanoi. See also: Hew Denis and Loi Wee Nee, 2004, Entrepreneurship and SMEs in Southeast Asia, Singapore, Institute of Southeast Asian Studies ; Ronnas P. and R. Bhargavi, 2001, Entrepreneurship in Vietnam: Tranformation and Dynamics, Copenhagen, Nordic Institute of Asian Studies.


� Shea butter: also known as karite nut-butter, used in cosmetics. Consult: Central Fund for Commodities (CFC), 2002, Atelier international sur le traitement, la valorisation et le commerce du karité / International Workshop on Processing, Valorization and Trade of Shea Butter, Amsterdam, Technical Document no 21. 


� CNRST/CIRAD, 2002, Alimentation, savoir-faire et innovation en agroalimentaire en Afrique de l’Ouest : Les pratiques alimentaires à Ouagadougou (Food, Know-how and Agro-food Innovation in Western Africa), Ouagadougou ; CFD/FAO-CCIAB, 2002, Développement du secteur privé au Burkina Faso (2002-05) (Development of the Private Sector 2002-05), Rome


� World Food Organization and International Trade Centre, 2001, World Markets of Bio Fruits and Vegetables, Rome/Geneva


� World Bank, 2006, Accelerating Vietnam’s Rural Development: Growth, Equity and Diversification, Hanoi, Volumes I, II, III, and IV ; Gironde Christophe and Jean-Luc Maurer (eds), Le Vietnam à l’aube du XXIème siècle : Le monde rural (Vietnam on the Eve of the 21st Century: The Rural Sector), Geneva/Paris, Centre for Asian Studies and Karthala Publishers. 


� This is one of the main objectives of the current pilot program of VIETRADE together with the International  Trade Centre, the trade promotion technical agency under UNCTAD and the World Trade Organization (WTO) in Geneva: � HYPERLINK "http://www.vietrade.gov.vn" ��www.vietrade.gov.vn� 


� For example, the Vietnamese association of fruit producers, VINAFRUIT, has been created only in 2001-02. So far, a few large firms and a limited but expanding number of SMEs are members: � HYPERLINK "http://www.vinafruit.com" ��www.vinafruit.com�


� An official recommendation made by: Committee of Donor Agencies for Small Enterprise Development, 2001, Business Development Services for Small Enterprises: Guiding Principles for Intervention, Washington D.C., World Bank/International Finance Corporation, SME Department (� HYPERLINK "http://www.ifc.org" ��www.ifc.org�). See also: Hileman Milena and Jim Tanburn, 2000, The Wheels of Trade, Developing Markets for Business Services, London, Intermediate Technology Publications.





� This program has set up a regional coordinating committee on quality production ;  a Western African accreditation scheme of control and testing laboratories, a regional secretariate for normalization, certification and quality promotion ; and a Western secretariate of metrology. 


� Consult: � HYPERLINK "http://www.itdgpublishing.org.uk" ��www.itdgpublishing.org.uk�


� The extruder permits to extract cereal flours for later production of animal and human foods.


� UNCTAD, 2002, Improving the Competitiveness of SMEs in Developing Countries, The Role of Finance to Enhance Enterprise Development, Geneva, Enterprise Development Series. See also: PARIS Pierre, 2002, Supporting Mesofinance in Developing Countries, Intervention Orientations, An Inventory, Paris, Report to the French Ministry for Foreign Affairs. 


� Kosvted Jens and other authors, 2005, From Monobank to Commercial Banking, Financial Sector Reforms in Vietnam, Singapore, Institute of Southeast Asian Studies. 


� Such trend has been identified since the late 1990s, even among SMEs. See for example: FUJITA Masataka, 1998, The Transnational Activities of SMEs, Boston/Dordrecht/London, Kluwer Academic Publishers
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