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The SDG Nexus Network

The Network takes a nexus approach because progress
towards SDGs cannot be understood in isolation.

In any given area, progress in some pairs or groups of m

SDGs is synergistic, whilst others are antagonistic, SUSTAINABLE

exhibiting trade-offs with each other. EVELCKMfg

-
T’

Understanding these trade-offs and synergies can help |
to find optimal solutions which balance multiple "(ér
objectives and minimise harm. / &
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Svynergies and trade-offs in livestock value chains
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Contents of presentation

* Global literature on inclusive growth in livestock
sector

* Policies and mechanisms promoting inclusive growth

* Value chain integration in four Central Asian countries
through survey data

- Extent to which producers engage with markets
- Marketing channels

- Prevalence of mechanisms promoting inclusive growth
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The livestock revolution

Projected increase in meat and milk demand of due to
increasing wealth and population (Delgado et al. 1999)

Represents an opportunity for smallholders to increase
their incomes.

I NAKTA =

New demand comes with higher standards of food 2. R = ] Gn =

safety and packaging.

Benefits depend on access to increasingly complex value
chains.
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Value chain development trajectories -

Costales et al. (2010) identified three stylized development pathways for

livestock value chains:

* Inclusive growth: Strong connection between demand and supply

benefits majority of rural producers (India).

e Stagnation and involution: Change in demand bypasses rural livestock
producers, who are left in the informal market. Processors depend on

large commercial farms - and imports (Zambia).

* Inequitable growth: Sector dominated by small number of capital-

intensive firms. Exit of rural producers (Brazil).
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Mechanisms promoting inclusive growth

Cooperatives

 Cooperatives mitigate scale-related obstacles
preventing smallholder participation (Bijman et al.

2016).
e Service cooperatives can help

farmers to access sales
channels, and supply inputs,

machinery, advisory services * Cooperative membership is lower in developing
and credit. countries but facilitate market access and

compliance with technical standards (Otsuka et al.
2016).

* In some European countries, service cooperatives
handle about 70% of farm marketing volume.

* Not the same as production
cooperatives * In Central Asia barriers to cooperative development

include confusion between service and production
cooperatives & poor legislation (Lerman and Sedik
2017).
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Mechanisms promoting inclusive growth

Vertical coordination

* Contracting of producers by
processing companies (also

called contract farming)

Differs from vertical integration
which production and processing
steps are performed by the same

company
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Processors may invest in contracted producers
through credit, inputs, extension & veterinary
services, transport and equipment.

Contract farming may improve production
efficiency, output, productivity (Otsuka et al. 2016;
Swinnen and Maertens, 2006).

Contract farmers receive higher prices and have
higher profits per unit of output than independent
farmers (Delgado et al. 2008; Sauer et al. 2012).

By 1990 60% - 85% farmers sold animal products on
contract in some Eastern European countries
(Swinnen and Maertens 2006) .

Even very small farmers benefitted (Dries and Noev
2005, Dries et al. 2009).




Smallholders in Central Asia: national statistics

In Central Asia smallholders dominate production
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There is potential for
growth to cover
domestic demand

Trends in import and export
of livestock and livestock
products. Kazakhstan (value,
million USD).
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——Export: Live animals ——Export: Meat and meat products
——Export: Dairy products and eggs ——Import: Live animals
——Import: Meat and meat products ——Import: Dairy products and eggs

Source: UN Comtrade International Trade Statistics Database
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Survey data on peri-urban value chains

10.10.2023

Use of survey data to explore value chain integration

Survey locations

I | I | | | | |
66 68 70 72 74 76 78 80
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Survey Sample

KZ KG uz TJ

. . Shahri- .
City Almaty Bishkek Sabz Khujand
Household 50 119 152 152
Farm 200 131 150

Livestock 76
farm
Mixed Farm 73
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Livestock holdings

Median livestock unit ownership by household and farm size quartile

* Holdings quite
large compared to
definitions of
‘smallholder’ in
literature
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« Medians hide large
variation in
holdings size,
particularly
amongst farms
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Large numbers of smallholders sell milk

Proportion selling milk and milk products, by country Mean volume of milk sold and consumed in sample (litres)
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Livestock sales are highly prevalent in all groups

Proportion selling livestock, by country Mean cattle consumed and sold
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Milk marketing channels

Milk price Supplies milk
depends on quality to village pool

(%) (%)
KZ-HH 50 17
KZ-F 34 6
KG-HH 1 0
KG-F 3 1
UZ-HH 77 0
UZ-LSF 26 11
UZ-MF 66 19
TJ-HH 54 8

KZ-HH KZ-F KG-HH KG-F UZ-HH UZ-LSF UZ-MF TJ-HH TJ-F TJ-F 53 3

_ Market/bazaar _ Neighbours
_ Traders _ Agro-processor
I Other

Milk marketing channels
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Livestock marketing

. Cattle marketing channels * Almost all stock sold through
=
5 traders/wholesalers or markets.
5 * Both represent a wide variety of
231 value chains including to
5 | abattoirs fatteners, breeders
O <
5 etc.
=
5 * The producer-feedlot model is
" KZHH KZ-F KG-HH KG-F UZ-HH UZ-LSF UZ-MF TJ-HH TU-F unusual in our sample
- Markets/bazaars _ Neighbours
_ Traders _ Agro-processor
P stock fattener or butcher |l Other
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Contract farming
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Prevalence of formal contracting: milk and cattle purchase
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Cooperatives and cooperation

Cooperative membership and cooperation in Inputs and services from cooperatives
sales, inputs, machinery & transport
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Summary

Sector still largely characterised by smallholders at all sites.
Large numbers of small producers engage with markets.

Distance from markets has a strong effect on integration (Kazakh sample).

v V. V V¥V

Integration less likely to happen where large commercial farms are available
(Uzbek sample)

A\

Most producers sell through ‘informal’ channels.

» Formal vertical coordination is unusual and cooperatives often absent or
not functioning.

» However, some informal mechanisms can link producers to higher value
chains.
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Research agenda: What policies for inclusive growth?

» Why are cooperatives and formal contract farming so
unusual or ineffective in Central Asia?

» How successful are different mechanisms of milk
aggregation in facilitating vertical coordination in dairy value
chains?

» Is beef value chain development likely to lead to vertical
coordination or vertical integration? What are the social and
economic costs and benefits?
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