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European Union
ACP Group of States

Commodity Policy & Price Risk Management 
Action fiche
	Project short title:
	Commodity Policy & Price Risk Management

	Expected Result:
	Risk management practices are integrated into normal business practices

	Country/Region:
	Burkina Faso, Cote d’Ivoire, Regional, Togo. Potential: Ghana (Cocoa).

	Executing agency:
	World Bank ARMT

	Estimated total cost:
	125 000 €

	AAACP contribution:
	125 000 €


This activity aims to address two main risk management problems in the cotton (and other) sectors in West Africa:

* Existing and proposed price stabilization and smoothing funds are usually not market based and have experienced financial stress.

* Ginning companies carry exposure to intra-seasonal price and exchange rate volatility which can create huge problems for the whole sector.   


The Action

The objective of this activity will be to provide technical support on a wide range of issues affecting commodity policy, market development, and competitiveness of the African commodity sectors.  

On the policy side, there has been demand from stakeholders for work on cereals markets, coffee, cocoa, and cotton. Technical assistance in this area will focus on the important role of market intermediaries and providing information about global markets and standard trading techniques used to assess, quantify, and monitor physical and financial exposures of the business in an ongoing way. This activity will include (i) technical assistance to quantify specific price risks faced by governments, private sector importers/distributors, and producer groups; (ii) assessment of the technical, operational, and commercial feasibility of mitigating price risks through transfer to the market, using financial and physical contracts; (iii) training for governments and the private sector in the use and evaluation of different hedging products and strategies.
Background
The beneficiaries of the program are organizations that wish to expand knowledge of commodity market fundamentals and obtain access to tools which will strengthen competitiveness and reduce financial risks. These organizations can include cotton and coffee ginners/processors, large producers, private traders, and cooperative/ producer organizations.  The program will be carried out through direct technical assistance to the beneficiaries, with the objective of building awareness and capacity so that risk management practices are integrated into normal business practices.

Contacts 

Marc Sadler, msadler@worldbank.org
Latest News


Conduction of a sector risk analysis aiming at quantifying the risk exposure of the agricultural sector as a whole.  This analysis will take place in February 2011 and it will review nine commodities that account for more than 60% of agriculture GDP and will quantify the value at risk and suggest measures to manage agriculture sector income and yield volatility.
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