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Original Research Article
Effects of industrial paddy processing on local rie competitiveness in Benin

Abstract

Aims: This research aimed to assess the extent to whiglicpnvestment in industrial paddy
processing increases local rice competitivene8eiin, and to discuss policy implications
of the findings.

Study design: The study was conducted in the Glazoué distsnigithe approach of
comparing the outcome of a unique reference casm@astrial facility) with the average
outcome of several cases of indigenous privatesmill

Methodology: Based on interviews with 26 rice processing-aade women and 30
consumers, competitiveness of indigenous parboitedproduced by the women via private
mills, rice produced by state’s paddy processietpfy, and imported rice were compared.
Competitive gains of the factory-processeck rmver the indigenous one and vis-a-vis
imported rice were assessed using qualitexndnarket-gate cost price, and quality
index/cost price ratio.

Results: Imported rice is more competitive than locale. Nonetheless, the factory-
processed rice is more competitive than the indigerone. The factory reduces market-gate
cost price of local rice by 19.1% and brings dotgroverall competiveness gap vis-a-vis
imported rice from 49.72% to 13.13%, i.e. a moanth-fold increase in competitiveness.
Conclusion: Therefore, more public investment in suchtdaes should be promoted,

provided adequate market linkages are established.

Key words: competitiveness, imported rice, paddy-processing factory, private mills, local

rice.
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1. Introduction
1.1. Background, problem and objectives of the study
Accelerated agricultural development, food secuaitg poverty reduction in Sub-Saharan
Africa (SSA) cannot be achieved without genuineégyahterventions to increase farmers’
income and enable substantial gains in food vahaens. One of the main causes of food
insecurity is pst-harvest losses that occur along the chains and result in highieep and
lost revenue which reduces real income for produaad consumers, especially the poor [1].
Therefore, improving post-harvest methods, esgg@abcessing techniques, to raise the
competitiveness and to increase market accessalfyeproduced food is a critical challenge
which countries in Sub-Sahara Africa, including Bemust face [2]. Yet, progress achieved
since independence days is little, regarding thgachof agricultural policies on livelihoods
and food security of populations. An old debatstiit evolving, as to whether governments
should invest in large estates and industrial faespor should they promote small-to-
medium farms and enhance indigenous processingitapaough mechanical improvement
with small equipment [3]. Various mixes of choites/e been attempted, depending on the
countries. In general very limited success is nlezeso far, although interesting policy
shifts are being observed in countries such as &hdigeria, and Ethiopia [4, 5, 6, 7].
Today, existing rice production capacities in Adriare low and can meet only 10% of
present demand and the continent therefore acctmmt#3 of global rice imports and spends
about US $1.5 billion annually on rice imports $g,

The African rice sector paradox is pictured asofeli: “It is ironic that in West Africa
— the rice belt of sub-Saharan Africa (SSA) — altyio20 million farmers are engaged in rice
farming and about 100 million people depend orréally for their livelihood, almost all the
cities of the region are flooded with imported rafevarious labels, everything except local

rice... Why doesn’t local rice find its way to theckd markets? ... Does the unavailability of
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local rice in the market mean that imported ricehieaper and local rice cannot compete with
it?” [9]. These two questions among many raisethiege authors, are core to the issue of
local rice competitiveness investigated in thisgrawith a focus on paddy processing.

Local rice’s consumption in Benin represents orlyl5% of imports [10]. In order to
revert that trend, the government is striving tosigpaddy production and to promote
processing activities with the view to improving&b rice competitiveness compared to
imported rice. Domestic paddy production increaeseithe rate of 5.8% per year, from 16 498
metric tons (mt) in 1995 to 124 975 mt in 2010aassult of average yield increase from
1.71 to 2.66 mt/ha [11]. Yet, that production ifi below the needs. Between 2005 and 2007
about 60 000 mt were imported every year for domesinsumption [12].

Cost-effective paddy processing, rice quality aglthble market outlets are issues
pending to be resolved in order to raise the coitiyatess of locally-produced rice. That's
why the rice sub-sector is one of the top prididtyd subsectors in Benin’s strategic plan for
boosting the agricultural sector (PSRSA), withdima of accelerating poverty reduction and
economic development. In that stream, the goverthimstalled in 2012 two modern paddy
husking factories, one in Malanville in the upperth and one in Glazoué in the center of the
country. This action is intended to provide an imibe to paddy farmers to produce more and
sell the surplus at pre-negotiated prices, whileaeging quality and affordability of local
rice for consumers in the domestic market and tiberegion. Presently paddy production in
Glazoué is enough to supply the factory to its fulining capacity. Yet the following
guestion comes up: Does this policy interventiopuflic investment in industrial paddy
processing increase local rice competitivenesseimii®?

This study addresses the issue of market accessoamaktitiveness of local rice

produced in Benin. It aims assess the competitive gains of the modeahdy

processing/husking factory installed in Glazoué parad to private mills that were already
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operating in the area before the government’s ackor that purpose, the competitiveness

gap of local rice vis-a-vis imported rice is assesor each type of processing facility. This

means imported rice is taken as the refereacel the study investigates whether the factory

— which produces dry polished rice — enaldesignificant competitive gain over the

indigenous system (women and existing private inlg/hich produces parboiled polished
rice.

The underlying development issue is to know if@mwernment has made a right
decision by investing in the modern factory ratien promoting the multiplication of
private miIIsii through technical and financial assistanceto rural paddy processing
cooperatives and entrepreneurs. Indeed, produigiadar local consumption or high quality
rice for export may not always have the same relexdor rural communities, although both
options would contribute to poverty reduction. Tinst option aims primarily to enhance
food security whereas the second targets a suladtaarease in farmers’ income. The
coexistence of both types of processing facilities/ be justified if there is enough evidence
that resources are economically used in either. ¢estar as competitiveness of local rice is
concerned, which perspective and which indicatarsld/be more relevant?

Developmentissuessuch as the effects of modern factory operations (paddy
purchasingat guaranteedprices, application of quality grades and other contract
specifications and market arrangements) on farnagrd’private mill owners incomes, and
the overall rural transformation (labor dynamicanpetition outlays) in local rice value
chains will not be addressed in this paper. Indéedabove development issue — promoting

modern factories vs. artisanal private mi#iswould involve more impact assessment
variables (farmers’ incomes, total added valueitndistribution in the local rice val
chain, communit-level food security, etc.) than product cofitpenes: indicators

Considering that market is the driver of productamm economic growth [13], the paper
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analyzes competitiveness of local rice rather ftbenangle of sustained access to domestic
market where competition by various sorts of impdntice has become very tough [14].
Market-gate cost prices (i.e. production and mamgetosts) and quality attributes are used
to derive simple competitiveness indicators, andmare local rice produced by each type of
processing facility to imported rice.
1.2. Literature review

The theoretical background of the study includesréiationships between trade,
industrialization, economic development and poveztjuction on the one hand, and the
implications of competitiveness for agriculturade in Africa on the other hand. These
concepts and relationships are briefly reviewedrder to indicate how the study will
contribute to enhancing their understanding throemipirical application.
Trade, industrialization, economic development and poverty reduction

Most countries in Sub-Saharan Africa (including Bé¢mre characterized by weak
economies and a growing poverty, in spitethdir natural resource endowment. That
situation is due to low wealth creation capacitiesluding weak production, processing and
trade capacities. In particular agricultural tragijch is due to be a source of wealth and
autonomous growth for poverty alleviation [13]st8l at its infancy and deals with raw or
crude farm products. Openness to trade is keydoaric development, as it improves
people’s living conditions [15, 16]. Trade enaliieseloping countries to get access to
technologies that will help them to increase praoititg, competitiveness and employment
opportunities, especially for the poor [13]. Ibislieved that the 6% annual growth in the
agricultural sector by 2015, recommended by thécAfr Union (AU) to achieve the first
millennium development goal, will not be possiblghout accelerated industrialization,

especially modern processingof locally-produced crude farm products, and trade

mechanisms that promote quality standards to afvasign exchand'e'z. Trade will revert
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wealth losses that occur through massive import&eic goods that can be produced locally.
As illustrated in figure 1, a dedicated supporthaf industrial sector is required in developing
countriesto improve trade and payment balancesand boost economic growth [13].
Industrialization will contribute to reducing comser prices of such goods and raise market
accessibility for the poor [17] (Grain de Sel, 218 Benin, the Agenda for Economic
Emergence called Benin Alafia 2025 put emphasithenndustrial push that is needed to
boost agricultural productivities and farmers’ inces.

-Increased consumption demand
-Entrepreneurship and competitiveness
Development-cycle stimuli -Human development

7

'
(] NZ N

Economi Development and utilizatic Poverty
Growtf of productive capacitit Reductiol

Relaxation of supply-side constraints -Expansion of productive employment
- Lower prices of wage and goods
- Improved public service
- Better governance

150 Figure 1: Relationships between economic growthdpctive capacities and poveityl

reduction

152  Source: Hayashikawa (2008), reporting UNCTAD.

153

154  Competitiveness

155 Lachaal [18] provides a comprehensive economic literature review on
156  competitiveness, covering concepts, definitiamsl application. Competitiveness is the
157  capacity to provide goods and services at the éinteplace and in the form desired by
158  national and foreign buyers, and at pricgaivalent to, or better than those of other
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159  providers, while recovering at least the opportundsts of resources used [19]. An industry
160 is competitive when it has the capacity to makdipand keep a certain share in the

161  domestic and/or international market [20]. Therefdarmers and domestic firms will need to
162  raise their competitiveness to meet the demandassmonsumption goods such as rice.
163  However, competitiveness (of a nation, a sectar fmm) is dynamic and closely related to
164  its economic conditions as well as to internationafket conditions. An entity will remain
165 competitive as long as it can continuously adjnsesponse to forces and factors that

166  determine its position or competitive advantaga liberalized market [18]. Most of previous
167  assessments of competitiveness addressed stag anad they vary largely in their level of
168 analysis (international, national, sector/sub-seetad firm level). At the international level,
169 the main determinantsof competivenessnclude exchangerate, international market
170  conditions, fares of international freight, andfprential arrangements between countries. At
171  the national level, the determinants includsource endowments (human and natural
172 resources), technology, product attributes or guglades, economies of scale, trade policies
173 and regulations [21, 18]. At that level, balancé&aits and factors’ productivity growth are
174  used to assess competitiveness [22, 18].

175 At sector or industry level, production costs, fast productivities, trade patterns are
176  used for the same purpose, whereas market shagg@iitchre the indicators frequently used
177  at firm or micro-economic level [18].

178 A few previous studies assessed the competéssenf locally-produced rice in
179  Benin. A one-season paddy production and low makpply [23], weak mechanization of
180  paddy production and processing with negatimpacts on rice quality [24], and non-
181  attractive quality/price ratio are the main factthrat limit the competitiveness of local rice.
182  Adégbola and Singbo [10] found that local rice witit be competitive until paddy yields are

183 increased, post-harvest operations are improvddrerketing strategies are developed.
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Indeed, food prices are made 78% of postdsaroperations costs and only 12% of
production costs [25]. At a same quality gradealoe in Benin is sold at prices 10-20%
higher than those of imported rice [23]. Howeveade margins should have been removed
from those prices, in order to righteously compagegket-gate cost prices of local rice with
import parity prices of imported rice. The marketacost price of a locally-produced good
includes its production and distribution costshat $pecified market point/location. The
import parity price of a good purchased in a foneiguntry is its unit value at a given
location in the importing country if it would eqliatompete with the same good locally-
produced [26].

Previous competitiveness studies in Benin rarebdumport parity prices in their
assessment. This paper attempted to fill that g@mable a valid comparison between
imported rice and local rice. It also paid attentio several quality attributes that are relevant
to consumers in order to calculate quality gradeesthat would permit a valid comparison
of the two types of rice using the quality/pricéaawhich is a key empirical indicator of
competitiveness.

2. Materials and methods

Assessment of the competitiveness of both typéscal rice and of imported rice is
done using two main indicators: the market-gaté pose and the quality/cost price ratio. In
so doing, the study anticipates a broader resehathwould apprehend whether public
investment in the modern paddy husking factories aveight decision or not, especially in
Glazoué where an indigenous paddy-processing ind(vsbmen and private mills) existed
before.

2.1. Sampling and data collection methods
A survey was done using structured questionnairesmduct interviews with a

sample of 56 local rice value-chain actors, inalgd?26 “indigenous paddy processors” in
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Glazoué (center of the country) and 30 rice consarimeGlazoué (15) and Cotonou (15).
The women process paddy using the indigenous paxdpoéchnique, and sell parboiled rice
after paddy is husked by private mills operatord eeaned.

The 26 women paddy processors-and-traders weremandhosen in 6 sub-districts,
which were randomly selected from the 10 sub-distihat compose the district of Glazoué.
They were selected on the basis of household ramadming or random draw from a list of
household where paddy processors are known toggteagents as residents. The 30
consumers were met and selected using a kind afiébde-neige” or snowball sampling
methocilv. They were selected based on their knowledgeeoftttee types of rice: local
parboiled rice, factory-made local rice, and impdrtice. A “yes” answer for the three types
of rice, in terms of having heard about, qualiiesonsumer for the survey. Then on the same
basis a next consumer is selected and intervieweateospot (or after an appointment), until
the required number of intervieweesis obtainedand surveyedusing the appropriate
guestionnaire. Consumers in Cotonou were includeldd sample in order to capture the real
influence of various sorts of rice available in thetropolitan city on their preferences for
rice quality attributes.

Data used for calculating the market gate cosepsiere collected from interviews
with the women/indigenous processors. They inclpdeldy purchasing price and costs of
transportation, parboiling (and related works)epetc. The factory also faces these costs,
except those related to parboiling. On the othadhthe indigenous processors do not pay
for packaging which are diffused in family laborevbas hired labor is paid by the factory to
cater for that. Otherwise, indigenous parboiled r&csold in bulk to city wholesalers who
handle packaging themselves. Regarding the imgwitygprice, data used include CIF p?’fce
of imported rice, handling costs, taxes and pas$fand local transportation costs from port

to the domestic selling point or market. They weslected from rice importing companies,
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and trade facilitation organizations such as th®nal handling company (SOBEMAP) and
the Customs Directorate in the Port. The imporitp@rice was calculated for imported rice
delivered in Glazoué market.

Data collected from consumers concern mathiir evaluation of the quality
attributes of each type of rice, including physiaatl organoleptic characteristics of crude or
cooked rice based on their tastes and preferembese were 7 distinct attributes, including:
cleanness, rate of broken rice, degree of whitemesking speev<ij, boldness after cooking or
water absorption ability at cooki\rlliig taste/palatability, cohesion/grains’ gluing oxttee of
cooked rice.

2.2. Method of data analysis

Cost-wise competitiveness is evaluated first, usenyice costs and product price
data. A comparison is made between market-gatepciasis of rice locally-produced by each
type of processing facility, and the import paptyce of imported rice. The import parity
price is also the cost price of the imported goelivdred at the market point where the local
one is sold. However, cost-wise competitivenesssassent is not enough. Indeed, one

should consider at least the ‘quality/price’ ratmmmonly used in marketing and public

. . . Vil
discourses for a more meaningful assessmempmpetitiveness .

Here, an empirical
application is made of the concept of ‘quality/pticatio, using the ‘quality index/cost price’
ratio. Full price of final product (including prodiion and distribution costs, and profits
along the value chain) is not used because deqgteiodils data are usually unreliable and
would not be comparable between local actors opegratformally and importers who are
registeredtraders and are exposedto domestic taxes and uncertainforeign business
environments.

Therefore, the following variables were calculakadthe different types of rice:

quality average scores and quality indexes for &gmh of rice; market-gate cost prices and

10
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‘quality index/market gate cost price’ ratio fochdly-produced rice; import parity price at
Glazoué market and ‘quality index/import paritygerifor imported rice. Primary survey data
were codified and entered with Epi data 3.1 andgssed with Excel and PASW statistics
(SPSS 18.0).

The quality index was computed with the view to pane the three different types of
rice over the above-mentioned 7 quality attrib@bed a range of quality grades. Therefore,
consumers were requested to give points to eachuaét using the scale 1 — 3. For example,
the attribute ‘cleanness’ was assessed as follbwsot clean, 2=moderately clean, 3=very
clean). A total score was then calculated forkadl T attributes, paying well attention to
reverse gradient attributes such as ‘rate of broken or ‘cohesion’ (too much gluing is not
accepted).The quality average score (AS) is the weadhtaverage of percentage of
respondents ;), the weights being the declared quality gradgs The quality index is the
ratio: ‘average score (AS)/maximum score’, the mmaxin score being 50 (Table 1). This
method of index calculation derives from the forsmuhdex = (Observed score — Minimum
score)/(Maximum score — Minimum score) [27, 28]tHis research, the observed score is
the calculated average score, and the minimum ssaeso.

Table 1: Method of quality index (%) calculation for a givgrlity attribute Y of rice type X

Quality grade (Gi) % of respondents (Pi) Observed scores (PiGi)

Not gooc

Moderately goo

Very gooc

Total observed scor PiGi)

Z

Average score AS) AS =——

Quality index (%) = 100*AS/50 = 2A¢

11
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100*Average score/Maximum

2/
score

1/ X = private mill-processed indigenous parbotlieg, factory-processed white rice, imported riée; any of
the following attribute : cleanness, rate of brokiee, degree of whiteness, cooking speed, boldakss
cooking or water absorption ability at cooking tédgalatability, cohesion/grains’ gluing or textufcooked
rice. Blank cells are data filling zones.

2/ Maximum score is: (maximum percentage of respatsfmaximum quality grade)/sum of grades = 100*3/6

=50.

3. Results and discussion
3.1. Quality-wise competitiveness

The quality assessment survey revealed that ricsurners usually prefer clean and
white color rice, with low rate of broken rice. Hheould also like to eat delicious rice i.e.

with very good taste/palatability, and witlghh water absorption ability at cooking

boldness after cooking. A short cooking time i®alssired, as it allows time and energy
saving. Figure 2 summarizes the findings in terfmguality index comparison between rice

types by quality attribute.

m Mill- processed indigenous rice m SONAPRA factory-processed rice m Imported rice

i 100
X 90
< 80
¥ 70
©
£ 60
> 50
£ 40
g 30 [
g 20 B I
4 o= & (B L 4
o 2 o i Sj&. e e
- : s
.\e;'q = !F \R:‘. .\_'\-" L.'- i J‘" -\.\_'!:fh
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o & 3
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Quality attibutes

12
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Figure 2: Comparison of the three types of ricegiaality index by quality attributes

It appears that the factory-processed rice (SONARB®) overtakes the private mill-
processed indigenous parboiled rice regarding wh#e and cleanness which are highly
valued by consumers for the choice of crude/norkedaice. Likewise, the SONAPRA rice
overtakes the indigenous parboiled rice for tastatpbility and texture of cooked rice which
are key for the choice of cooked rice by consunt@rsthe contrary, the indigenous parboiled
rice is better than the SONAPRA rice regarding‘ineken rice ratio’ attribute. Finally over
the 7 quality attributes, the average quality indes 74.2%, 53.2%, and 79.6% respectively
for SONAPRA white rice, indigenous parboiled ricelamported rice (Table 2).

Table 2: Quality index (%) of the three types okrby quality attributes

Indigenous parboilec

Quality attributes rice SONAPRA rice

(mill- processed) (factory-processed) Imported rice
Whitenes 35 90.z 87.2
Cleannes 38 76.2 90.2
Cooking time 62.€ 72.4 78.2
Rate of broken ric 60 46.€ 95
Boldness after cookir 83.4 81.2 44.4
Texture of cooked ric 48 66.€ 92.¢
Taste/palatabilit 46.€ 86.¢ 70
Average 53.2 74.2 79.€

Therefore, the SONAPRA rice is quality-wise morenpetitive than the indigenous

parboiled rice. The factory-processed rice largetjuces the quality-wise competitiveness

13
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gap of local rice vis-a-vis imported rice (Figune Bideed, it corrects the indigenous rice’s
weaknesses previously revealed by VECO West Afdlégaand Adégbola and Singbo [10].
However, these authors did not make any quantgajuality assessment. In addition to the
high quality of imported rice, other competitivevadtages which local rice producers ought

to strive for would include regular presence of pheduct on all periodic markets, variety of

rice types, and good linkages with traders.

90
80

70
60
50
40
30
20
10

0

Mill- processed indigenous SONAPRA factory- Imported rice
rice processed rice

Quality index (%)

Types of rice

Figure 3: Quality index of local rice and importéck

3.2. Cost-wise competitiveness
3.2.1. Cost prices of the two types of locally-processed rice

In 2012-2013, indigenous paddy-processing womenpaalgly in their villages and
neighborhoods at prices ranging from 120-24B@&-A/kg, with an average of 192.92
FCFA/kg. On the contrary, the SONAPRA industriattay buys paddy at assembly points
in Glazoué district and other districts in the ‘[Bws’ sub-region at a fixed price of 150
FCFA/kg. At mill gate, paddy price may go highearhat factory gate because some women

collect paddy from numerous scattered farms aad ligh procurement costs. On the

14
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contrary, average paddy processing/husking cqsivaite mills (17.92 FCFA/kg of paddy) is

lower than that of the factory (30 FCFA/kg) becatleelatter supports high energy costs and

pays salaries for permanent workers. Howesewreral hand works (including artisanal

parboiling and outsourced services) increase thiegatie cost of indigenously-processed

local rice (Table 3). On the contrary, the factarglizes economies of scale during paddy

procurement and slightly reduces many hand worksatessing stage, through internal

integration via machines instead of outsourcindebd, it does not produce parboiled rice

which entails many hand works. Yet, it bears highlaging costs which paddy-processing

women do not face or pay for. They sell their ricéulk to wholesalers.

Table 3: Market-gate cost prices of mill-procesard factory-processed local rice

Cost items Indigenous parboilec SONAPRA rice

rice (mill- processec (factory-processed
FCFA/kg

Processing yield from 1 kg of paddy 0.64 0.65

Purchasing price of 1 kg of pac 192.9: 15C

Collection and assembly of 1 kg

paddyb 3.27 --

Processin-related services for 1 kg

paddy (parboiling, drying, sorting,

winnowing) 20.72 0

Husking 17.92 30

Sut-total for 1 kg of processed ri

before packagina 366.9: 276.92

Packaging of 1 kg cprocessed ric 20

15
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16
Distribution 7.1 5,52
Market -gate cost price of 1 kg ¢ 374.01 302,4«
. d
processed rice (n= 25, s=45,33) (n=1)

339 a- Processing yield is the ‘processed rice/padayght ratio; thus FCFA/kg does not apply here.

340 b- Not applicable. This costs are integrated inhthgking cost, as declared by the factory officials

341 c- This sub-total is equal to the sum of above esldivided by the processing yield.

342 d- Cost price means the processing firm’'s profitasincluded. Here it is average value calculdtec the
343 sample: n = 25 women, based on declared minimumrendmum values of cost items; s is the standard

344  deviation. n=1 means there was only one indudtiEbry investigated. It is the only one that existhe

345 region.

346 --: not available.

347

348 Overall, average market-gate cost price of millggssed indigenous rice is 374.02

349 FCFA/Kkg, and 302.43 FCFA/kg for the SONAPRA factprgcessed rice. Figure 4 shows
350 that 28% of women produce the mill-processed ridegh cost price (350-400 FCFA/kQ)
351 and 40% at very high cost (400-450 FCFA/kg),comparison with the average cost.
352  Therefore, the SONAPRA factory-processed ricess kxpensive than the mill-processed
353 indigenous parboiled rice. The industrial factdryd brings down processing costs and

354 enables a 19.1% reduction in market-gate cost pfitecally-produced rice.

355 .
[280F-300F[ 4%
_—-r. .
[280F-300F]
[400F-450F[|r [300F-350F] [300F-350F]
40% 28% [350F-400F]
[350F-400F[ [400F-450F[
28%
356 L
357

16
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Figure 4: Proportion of women in various cost praeges of mill-processed indigenous rice
Note: Values in square brackets are cost pricesgalu

Source: Survey data, 2012

3.2.2. Import parity price of imported rice, compared to local rice cost prices

Table 4 presents the breakdown of the import paritge of imported rice, delivered
at Glazoué market-gate. The average import parite§281.30 FCFA/KkQ) is lower than the
cost price of each type of locally-produced ricé4®2 FCFA/kg for the private mill-
processed rice and 302.44 FCFA/kg for the SONAP&X®Oiry-processed white rice). The
Student T test indicates that the differences betvtbese average cost prices is statistically
significant at 5% level. This means the two type®acally-produced rice are more expensive
and thus less competitive cost-wise than the inggloohe. This result confirms previous
research findings [23, 10]. It also shows thatdbst competiveness gap is about 33% for the
private mill-processed rice and only 7.5% for thetbry-processed rice. Therefore, the
modern factory provides a significant cost-wise petitive gain of 25.5 percentage points
over the indigenous paddy processing facilitiedigjanous parboiling, private milling, and
several other hand works).

Table 4: Import parity price of imported rice, delied at Glazoué market

Cost items Cost (FCFA/kQ)

CIF price (international import price) 183.30

Port and customs fees 70.00
Port and insurance fe 3.6
Custom fees 35,5 66.3¢

Local transport and handling charges 28.00
Transport within Cotonou (importer, wholesaler, &-wholesaler 7.5C

17
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18
Transport Cotonc-Glazout 20.5(
Import parity price of 1 kg of imported rice at Glazoué market 281.30
376
377  3.3. The ‘quality index/cost price’ competitivenesassessment
378 Based on the results in sections 3.1 ail ‘Guality index/cost price’ ratio is

379  calculated for local rice, and the ‘quality indexfiort parity price’ ratio for imported rice.
380 Let’s recall that the import parity price is alsoast price of the imported good delivered at
381 the gate of a specific market in the importing doprFrom the results in Table 5, it appears
382 that the ‘quality/cost price’ ratio decreases fr@:28 for imported rice to 0.25 for SONAPRA
383 factory-processed rice and drastically to 0.14termill-processed indigenous parboiled
384  rice.

385 Table 5: Differential competitiveness gaps of laweéd vis-a-vis imported rice

Indigenoug SONAPRA ricg Imported
parboiled rice (factory- rice
(mill- processed processed)

Quality index (% 53.2 74.2 79.€
Cost price (FCFA/k¢ 373.9¢ 302.4: -
Import parity prict
(FCFA/Kg) - - 281.:
Quiality index/cost price rat
(A) 0.14 0.2t -
Quality index/import parit
price ratio (B - - 0.2¢
Competitiveness gap ‘-a-vis 49.72 13.1¢ -

18
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19
imported rice (%) = 100*(B-
A)/B
386 -:notapplicable
387
388 This means the indigenously-processed ric@as competitive compared to the

389 imported rice, and it is less competitive than 3@NAPRA rice. The core result of this
390 research is that the industrial paddy processimgbrdown the competiveness gap of local
391 rice vis-a-vis imported rice from 49.72% (indigesqarboiled rice) to 13.13%, i.e. a more

392 than 4-fold increase in competitiveness (figure 5).

60

< 50
Q
5y 40
a
< 30
(]
2
= 20
(]
£
(&)
0
Mill- processed indigenous rice  SONAPRA factory-processed rice
393

394 Figure 5: Differential competitiveness gaps of laagze vis-a-vis imported rice

395

396 However the SONAPRA rice faces serious market fpekaroblems. Indeed, that rice
397 is presently sold only by ONASA (the national faseturity agency) through government
398 pilot shops where access is restricted to the o huge stocks are left unsold. Some
399  consumers reported that those stocks are finaltyadow ‘rescue’ prices. They may then be
400 captured by illegal traders who practice foreigre fiabel substitution, and thereby cheat
401 largely on consumers.

402 4. Conclusion and policy implications

19
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This researchinvestigatedif public investmentin industrial paddy processing
increases local rice competitiveness in Beninssieased the competitive gains of the modern
paddy husking/processing factory installed in Glezoompared to private mills that were
already operating in the area. Competitiveneseally-produced rice vis-a-vis imported
rice was evaluated, with particular attention t® type of processing facility used.

Quality index, market-gate cost price, and qualitjex/price ratio were used as
competitiveness indicators. The results revealdhatage quality index was 53.2%, 74.2%,
and 79.6% respectively for the mill-processed iadmus parboiled rice, the SONAPRA
factory-processed rice, and the imported rice. dloee, the indigenously-produced rice is
not competitive compared to the imported rice, iamlless competitive than the SONAPRA
factory-produced rice. The latter is both qualitis@vand cost-wise more competitive than the
indigenous one. Indeed, the factory brings dowrtg@seing costs and enables a 19.1%
reduction in market-gate cost price of loggitoduced rice. However, the indigenous
parboiled rice fit to tastes and preferences obuaarers in the centre and the north of the
country, and in Nigeria, whereas SONAPRA rice setnmeet only the preferences of
Cotonou city consumers. Yet, this later observaisamot very obvious.

The most striking result of this research is thaustrial paddy processing with the
SONAPRA factory brings down competiveness gap cdlloice vis-a-vis imported rice from
49.72% (indigenous parboiled rice) to 13.13% (S®IRA rice), i.e. a more than 4-fold
increase in competitiveness. Therefore, more puhiestment in such factories should be
promoted if rice produced in Benin is to gain lasgpares in the domestic and regional
markets.However, market linkageissues remain to be addressed by the SONAPRA
management in order to ensure greater access sfic@rs to its rice, the quality of which
competes quite well with the imported rice. Onokiger side, processing and marketing

capacities of women and private millers need terteanced, provided that the parboiled rice

20
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has a growing market. The specific market outlétsach type of local rice should be
developed. Finally, for equity concerns, furthese@rch is needed to assess the impact of the
modern factory on incomes of rice farmers, womea grocessors-traders, and private
millers, and on overall well-being of rural housktso
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End notes

i Although certified quality grades established tigtolaboratory calibration of quality attributes a available,
everybody knows that Beninese people have a vetyieference for imported rice coming from various

countries (Thailand, Vietnam, Malaysia, PakistanAU&c.).

" This question has a larger dimension connected tlvéthimpact of industrial factories on local pagagduction, on jobs
initially created by women and private mills, orcémes of rice value chain actors and on rice copsiom The present

study does not deal with that perspective.

"'See FAO Corporate Document Repository: Compreherfsinica Agriculture Development Programme, Chafiter
Underpinning Investments in African Agriculture amade-related Capacities for improved Market Accéss

Continental Vision.

"V Snowball sapling is a non-probability smpling scheme tlough which one begindy (purposively)sampling one
personand then —througkhis persor obtains a list of persons who have the same clarstits as the initial persons
selected ando on. In our case, the next person interviewathisalways designated by the previous one. A ‘roeethe

spot’ approach was rather used.
VeIF = Cost, insurance and freight.
V'Slow or long duration of cooking increases enemgts.

v"According to interviewees, rice with high water afpgion capacity is perceived as economical ag)tiaatity of

crude rice needed to feed one person is reduced.

24
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" Here we are discussing only product competitiversesd not firm competitiveness. In addition to themer, the

latter would also include the firm’s market pengtna (trends in sale volume, market share, eteefjfency of market

supply, leadership’s smartness in market negotiatiand many other business attributes.
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