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T his assessment presents U. S. Agency for 
International Development (USAID) sen- 

ior managers policy and operational rzcom- 
mendations based on a critical review of the 
Agency's agribusiness programs. In the early 
1980s, to promote sustainable agricultural de- 
velopment, USAID began shifting its focus 
toward the development of private sector agri- 
business. It designed and implemented hun- 
dreds of development interventions focused 
exclusively or significantly on agribusiness 
development in Africs, Asia, Latin America, 
and the Caribbean. 

To follow the Administrator's Evaluation 
Agenda (1992-94), the Center for Develop- 
ment Information and Evaluation (CDIE) in 
1993-94 undertook an assessment of the per- 
formance and impact of USAID agribusiness 
programs. CDIE reviewed program documents 
and reports; interviewed USAID managers, 
contraL:ors, and outside experts; and con- 
ducted fieldwork in Bangladesh, Cameroon, 
Ecuador, Guatemala, Sri Lanka, Thailand, and 
Uganda. Its assessment findings and recom- 
mendations are summarized here. 

Findings 

What were the underlying strategies for pro- 
moting agribusiness? The agribusiness pro- 
g r ams  followed four main intervent ion 
strategies, as appropriate. The first strategy 
was to develop and strengthen public and pri- 
vate institutions [bat support the growth and 
functioning of akribusiness. Three types of 

organizations were targeted: government min- 
istries and agencies that regulate, provide a 
legal framework for, and service private agri- 
businesses; semigovernmental organizations 
such as export and investment boards; and 
trade and business associations, guilds, coop- 
eratives, foundations, and financial intermedi- 
aries. 

The second strategy was to provide assis- 
tance to current and potential entrepreneurs in 
agroprocessing and marketing. Most assis- 
tance-in the form of technical assistance, 
training, credit ,  and, in selected cases, 
grants-was channeled through such interme- 
diary organizations as banks, nongovernmental 
organizations (NGOs), trade or business or- 
ganizations, even government agencies. 

The third strategy was to facilitate market 
development for agriculture-based products. 
Although some attention was paid to the export 
of traditional products (such as coffee, ba- 
nanas, livestock, cocoa, and rubber), USAID 
agribusiness programs focused largely on non- 
traditional agricultural exports, such as fruits, 
vegetables, flowers, herbs and spices, and 
other products that are exported fresh, frozen, 
dried, or canned. 

The fourth strategy-adopted only in Bang- 
ladesh and Cameroon-was to privatize paras- 
tatals and public sector organizations involved 
in marketing and distributing fertilizers. With 
the exception of Bangladesh and Cameroon, 
agribusiness programs focused on t t s  other 
three strategies. 
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How did the agribusiness programs per- 
form? Wlrat did rltey accomplish? 

Program performance was judged by the 
following criteria: 

Growth of private sector firms, of agri- 
business cooperatives, and of collabora- 
tive arrangements with foreign firms 

Strengthening of both public and private 
sector institutions that support agribusi- 
ness 

lncrease of agricultural exports 

Agribusiness programs succeeded in boost- 
ing the growth of agribusinesses in many coun- 
tries studied. Small and medium-size private 
firms were the main beneficiaries. .4ssistance 
was critical in two areas: production technology 
and market networks with foreign importers. 

The programs were less successful in pro- 
moting marketing cooperatives. Few of the co- 
operatives were prepared for the discipline of 
the marketplace: most were accustomed to gov- 
ernment and donor assistance even though gov- 
ernment assistance often involved interference 
and manipulation. Cooperatiqles were often un- 
able to respond flexibly and quickly to new 
opportunities, and their operating costs were 
high. 

Agribusiness programs did not succeed in 
attracting significant foreign direct invest- 
ments, but they did help facilitate collaborative 
arrangements between U.S. firms and local 
entrepreneurs. Such arrangements involved 
raw-material sourcing, production technology, 
shipping, and export marketing. 

Agribusiness programs succeeded to varying 
degrees in facilitating regulatory reform. They 
were effective in privatizing fertilizer distribu- 
tion in Cameroon and Bangladesh. But efforts 
to create effective sustainab!e government or- 
ganizations offering support services to agri- 
business firms were largely unsuccessful. 

Agribusiness programs created and assisied 
membership-based private sector organizations 

of agricultural producers, processors, and ex- 
porters. These c-ganizations were able, over 
time. to institutiomiize their activiiies; tl~ey 
emerged as powerful voices that articulated the 
interests of their members and pressed for 
regulatory reform. They could provide stand- 
ardized services to members but have been 
ineffective at customized assistance requiring 
firm- or product-specific expertise. Whether 
USAID-supported servicc organizations can 
provide such customized services remains a 
question because the organizations operate at a 
high cost and rely too much on expatriate staff. 

Most of the programs aimed at increasing 
nontraditional agricultural exports produced 
promising results. They succeeded not only in 
increasing non1rad;tional exports (producing 
precious foreign exchange) but also in creating 
a business climate conducive to growth of the 
private sector. 

Overall, the performance of most of the 
agribusiness programs studied has been satis- 
factory. Two programs (Bangladesh and Guate- 
mala)  per formed very  well  and  t h r e e  
(Cameroon, Ecuador, and Thailand) did rea- 
sonably well. The other two (Uganda and Sri 
Lanka) were still struggling at the time of the 
assessment. 

Wlrat impact did ogribrrsirress programs 
lrave on irtconre and employment? Did they 
benefit snrull farmers? 

Agribusiness programs had significant posi- 
tive effects on employment and incomes in 
most of the countries studied. Employment 
increased in zgribusiness firms, but the highest 
jump in employment occurred on farms produc- 
ing raw materials for those firms. The crops 
promoted by USAID programs were generally 
more labor-intensive than t radi t io~al  crops 
produced by small farmers, and diversification 
created additional demand for farm labor-not 
only generating employment for landless labor, 
but exerting an upward pressure on wages as 
well. Gross and net returns on new or improved 
crop varieties ran significantly higher than for 
traditional crops, so  farmers incomes in- 
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creased. In mPny cases, farmers were able for 
the first time t o  produce new crops during the 
dry  season or along with traditional crops. 

With the growth of agroprocessing and mar- 
keting, related industrial and service firms 
emerged to  provide packaging, advertising, 
land transport, shipping, and accounting serv- 
ices. These firms created more off-farm em- 
ployment opportunities. Finally, there was a 
mult ipl ier  effect o f  agribusiness expansion 
throughout the economy; increased incomes 
and expenditure in agriculture generated new 
demand for goods and services, creating new 
employment and income economywide. 

Small farmers were major beneficiaries of  
agribusiness programs. They actively partici- 
pated in and profited from agribusiness pro- 
grams in nearly all case-study countries. In 
some countries, the land tenure system and 
national policies ensured that most producers 
would be  smallholders. In others, both large 
and small farmers benefited from the cultiva- 
tion of new and improved varieties o f  crops. 

Contract farming proved to be an  effective 
institutional mechanism for giving small farm- 
ers access to national and foreign markets a s  
well a s  to  production technology. In practically 
all host countries with a focus on nontradi- 
tional exports, contract farming spread rapidly, 
generating unprecedented opportunities for 
small farmers. 

Agribusiness firms were disposed toward 
en te r ing  in to  contractual  obligations wi th  
smal lholders  for several reasons. For one  
thing, small farmers did not value family labor 

i at  market prices in their calculation of produc- 
tion costs and therefore sold their produce a t  
prices that were lower than the prtduction 
costs of  agribusiness firms. For anott,er, deal- 
ing with small farmers conferred political le- 
gitimacy and protection from political protest. 
In many cases, land tenure systems left few 
alternatives. Most important, however, agri- 
business discovered that small farmers were 
,?enerally more efficient producers of  nontradi- 
tlonal exports than larger farmers, once pro- 

duction technology was standardized and agri- 
cultural inputs were readily available. 

Yet it should be recognized that not all non- 
traditional exports promoted by USAID pro- 
grams were suitable for contract farming by 
smallholders. For some export crops that a re  
capital- and technology-intensive (such a s  cut 
flowers), large farmers and firms have a com- 
parative advantage over their smaller competi- 
tors. And there are economies of scale in the 
production of some crops (such as melons). 

How did the agribusiness progrunts aflect 
women? Did they increase \vomen's work- 
loads? Did they improve their ecorlonlic wel- 
fare? 

Women represented a negligible minority of 
agribusiness owners, especially among me- 
dium-size and large firms. Women benefited 
not from asset ownership but from employment 
in agribusinesses and from working on contract 
farms. In six of seven countries studied, 10 to 
50 percent of  agribusiness employees werc 
women. An even higher percentage of contract 
farming employees were women, partly be- 
cause women were deemed more skilled than 
men in sevcral operations (such as  pollination). 
Still, women werc paid slightly less than their 
male counterr,arts. 

Women's workload increased a s  agribusi- 
ness expanded. Even though they got work on 
farms or  in factories, women were still respon- 
sible for cooking, washing, child care, and 
other household chores. But, a s  their incomes 
rose, women in some countries could purchase 
s imple  product iv i ty-enhancing appl iances  
(such as fuel-efficient stoves) or marginally 
processed foods (such a s  milled grains), which 
reduced their domestic workload. 

The extra income also made many women 
more economically independent. As they be- 
come more aware of their legal rights, fewer 
and fewer women who worked in agribusi- 
nesses o r  farms automatically passed their 
earnings on to their spouses or other male 
householders. Increasingly, they were able to 
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keep their income and decide how to spend 
it-except for women working on household 
farms managed by male members of the family. 
Presumably, however, women who were not 
directly compensated for their time benefited 
indirectly from a general improvement in the 
household economy. 

Finally, employment in iarge sgroprocessir~g 
industries gave women new identities and a new 
sense of empowerment. It seems most women 
would rather work in large agribusiness plants 
under impersonal, bureaucratic management 
than in the infornlal sector. In large firms they 
have more personal freedom and enjoy a sense 
of solidarity with other women employees. The 
factory environment has had a modernizing 
effect on their identities and szlf-perceptions. 

How were fanners and agricriltwal workers 
aflected bj, itrcreased use of clrentical pesti- 
cides, especially for trontraditior~nl agricul- 
trrral exports? 

To meet demand for blemish-free produce, 
especially for nontraditional exports, farmers 
generally increased their use of chemical pes- 
ticides. Extensive pesticide use, however, can 
create problems. First, indiscriminate applica- 
tion of pesticides results in the proliferation of 
nontarget or chemically imn~unc  pests, which 
leads farmers to  use still more p e s t i c 3 s .  In 
this vicious cycle, increased usage often wipes 
out the pests' natural enemies. The Costanza 
Valley of thc Dominican Republic, for example, 
has become dangerously villnerable to a pesti- 
cide-resistant strain of the greenhouse whitefly. 

Second, excessive use of pesticides produces 
unacceptable levels of  pesiicide residues in 
fresh produce, wh ic3  ciestination countries 
then detain o r  reject. This has become a com- 
mon problem in some Latin American coun- 
tries, causing significant losses to farmers and 
exporters. 

Third, the growing use o f  pesticides poses a 
significant threat to  the health of farmers and 
agricultural workers. Direct exposure to deadly 
poisons can produce many harmful short- and 

iong-term conditions, including allergies, birth 
defezts, skin and nerve damage, cvcn cancer. 
Several studies have highlighted health hazards 
from chemical pesticides in the countries stud- 
ied. 

At the timc: of  the assessment, farmers and 
firms were becoming aware of the health haz- 
ards of pesticides and had started following 
safety procedures. Host country governments 
u w e  a!so taking initiatives to improve rules 
and regulations governing the application of 
chemical  pesticides and to educate people 
about their hazards. Regulations in importing 
countries and programs for "green labcling" 
will eventually force producers to control use 
of these products o r  lose out in international 
markets 

Did the economic benefits generated jr~stiJy 
the cost of the agribusittess progrants? 

The  case studies did not provide a clear, 
unequivocal answer to this question. Because 
o f  the complexity of agribusiness programs, 
disagreements about thcir direct and indirect 
effects, and uncertainties about thcir final im- 
pact, calculations of thc internal rille of  return 
were viewed as Ienta!ivc, cvcn spcculativc. 
Bangladesh, Cameroon, Ecuador, and Ciuiite- 
mala showed returns of 19 pcrcent o r  more, 
suggesting that economic outcomcs jostified 
USAID invcstmcnts. Sri Lnnka and Uganda did 
not show positive returns. For lack of data, the 
internal ratc of return was not computed for 
Thailand. 

What fuctors afJectetl the perJbrnra~~ce arrd 
impact of tlre agriOusit~ess prograttrs? 

Several factors affected the performance and 
impact of the agribusiness programs: 

A focused and empirically grounded stra- 
tegic framework tended to produce posi- 
tive results. One important element o f  
effective strategies was a realistic assess- 
ment of constraints on the grcwth of ag- 
r i b u s i n e s s .  M a n y  p r o g r a m s  w e r e  
originally based on simplistic, flawed as- 
sumptions. Some posited a rigid design, 
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which caused implementation delays and 
problems. But most of the programs ac- 
quired a sound strategic focus over time. 

Suitable macroeconomic policy and regu- 
latory reform were crucial to the success 
of agribusiness programs. Many of the 
countries studied had committed them- 
selves to such reform, but progress was 
slow, and that limited the performance 
and impact of agribusiness programs. 

0 The success of export-orienred agribusi- 
ness interventions also depended heavily 
on the adequacy of physical and institu- 
tional infrastructure for agricultural-es- 
pecially private sector-activity. 

It was important that the governments be 
committed to program objectives, espe- 
cially in programs involving privatiza- 
ticn, policy reform, and infrastructure 
components. The success of the two fer- 
tilizer privatization programs depended 
greatly on the continued support of the 
governments involved. Tacgible positive 
results early in a program were key to 
generating and nurturing such public 
commitment. 

The extent of the private sector's involvo- 
ment in, and the nature of its relationsh~p 
to, an agribusiness program was a key 
variable in explaining program success. 
Most agribusiness programs had little in- 
put from agribusinesses and entrepre- 
neurs at the design stage, so design 
documents did not focus on their needs, 
problems, and expectations. In some 
cases, however, private institutions were 
asked to implement program components 
to reduce red tape and give managers 
autonomy. This was a significant advancc 
over the earlier tradition of locating tech- 
nical advisers in government bureaucra- 
cies, but such placement alone did not 
make programs responsive to agribusi- 
ness firms or the discipline of the mar- 
ketplace. The agribusiness programs that 
established close relationships with pri- 

vate firms were more successfu! than oth- 
ers. 

The nature and quality of technical assis- 
tance was important. A major problem 
early in the programs was that most of 
the technical advisers trying to help pri- 
vate agribusiness improve their manage- 
ment and operations knew little about the 
private sector themselves, because they 
had been associated mainly with public 
institutions. Fortunately, they did learn 
from experience. As they became more 
familiar with the workings of the private 
sector, the performance of the ngribusi- 
ncss programs improved. 

The success and impact of the agribusi- 
ness programs were also affected by such 
sociocultural factors as public officials' 
and planners' distrust -of agricultural 
middlemen, the short time horizon of 
many farmers and entrepreneurs, and a 
limited tradition of entrepreneurship. 

Recommendations 

constraints on agribusiness growth and 
on a dialogue with the government and 
the private sector. USAID Missions 
should take the time required to formu- 
late such a strategy beforc initiating ag- 
ribusiness interventions. 

Agribusiness piograms require a realis- 
tic, coherent, but flexible long-term 
strategy based on rigorous analysis of the 
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The main focus of the USAID agribusi- 
ness programs should be to i~nprove the 
policy, regulatory, and institutional cnvi- 
ronment. Direct and indirect assistance 
to individual enterprises should bc secon- 
dary. 

Agribusiness development programs 
should follow the lead of the private sec- 
tor, rather than assume the lead. This 
requires that program managers enjoy 
considerable freedom to effectively re- 



spond to the emerging needs of agribusi- 
ness firms and farmers within the given 
strategic framework for the program. 

Foreign direct investment in agribusiness 
is an effective means of transferring pro- 
duction technology and developing ex- 
port markets. At the outset, however, it 
is more realistic to promote limited sour- 
cing, technology licensing and franchis- 
ing ,  a n d  marke t ing  a r rangements  
between international firms and local en- 
trepreneurs than to try establishing fully 
owned foreign subsidiaries or joint ven- 
tures in host countries. 

Contract farming has been an effective 
mechanism for linking small farmers 
with processors and marketers of many 
high-value cash crops (especially nontra- 
ditional exports). Such arrangements 
have been mutually beneficial, and 
USAID programs should continue to ex- 
plore them. 

USAID efforts to assist agribusiness co- 
operatives have not been encouraging. 
Producer and marketing cooperatives 
have been neither efficient nor sustain- 
able, despite generous outside assistance. 
IJSAID should support agribusiness co- 
operatives only when i t  is certain that 
they have the will and ability to subject 
themselves to the discipline of free mar- 
kets. 

Although women 'lave benefted from the 
growth of agribusiness-especially of 

nontraditional exports-they were not 
full and equal beneficiaries from the 
ownership of firms. USAID programs 
should promote entrepreneurship among 
'omen. 

The improper use of pesticides emerged 
as a major problem, resulting in health 
hazards and serious cconomic losses to 
farmers and exporters. USAID agribusi- 
ness programs promoting nontraditional 
exports must give priority to ensuring the 
proper use of pesticides. 

Small and medium-size firms dominate 
the agribusiness sector in developing 
countries, so USAID should continue to 
design interventions geared to them. 

Direct technical assistance is useful to 
private sector agribusiness firms. USAID 
enterprise development interventions 
should focus on the transfer of production 
technology and the establishment of ex- 
port links (with importing firms in desti- 
nation markets), the two areas in which 
direct technical assistance has proven 
most effective. 

USAID agribusiness assistance to firms, 
private sector intermediary organiza- 
t i ~ n s ,  and producer and marketing asso- 
ciations should include sunset clauses. 
USAID should specify early on when 
assistance will end and stick to that time- 
table. 

Generating Broad-Based Growth Through Agribusiness 



APEF 

AgEnt 
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ANEPP 

APEF 

BADC 

CAAS 
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CDIE 
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Africa Private Enterprise Fund 

Agro-Enterprise Project 
(Sri Lanka) 

A Sri Lankan foundation that 
p romotes  en t repreneursh ip  
amony women and other disad- 
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National Association of Busi- 
ness Owners (Ecuador) 

Agricultural Nontraditional Ex- 
po r t  Promot ion  P ro j ec t  
(Uganda) 

Africa Private Enterprise Fund 

Bangladesh Agricultural Devel- 
opment Curporation 

Cooperative Agriculture and 
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Project 
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Federation of Ecuadorean Ex- 
porters 
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Fertilizer Sub-sector Reform 
Program (Cameroon) 

gross domestic product 

gross national product 

Guild of Exporters of Nontradi- 
tional Products of Guatemala 

internal rate of return 
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NGO 
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nongovernmental organization 

net present value 
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T his assessment gives senior managers of How did the agribusiness programs affect 
. the U. S. Agency for International Devel- income and employment? Did they bene- 

ogment (USAID) recommendations on policy fit small farme&?- 
and operations based on a critical review of 
Agency agribusiness programs. ' 'This assess- How did they affect women? Did they 
ment was not designed as an academic exer- increase women's workloads? Did they 
cise, with strict attention to the canons of contribute to their economic :vet fare? 
quantitative research. Rather, we have mar- 
shaled quantitative and qualitative information How did the increased use of chemical 

to answer basic questions so the Agency can pesticides (especially on nontraditional 
formulate a coherent, consistent policy on ag- exporls) affect farmers and agricultural 

ribusiness. workers? 

The following questions are addressed in Were the costs of agribusiness programs 
this assessment: justified by the economic benefits they 

What were USAID's basic strs!egies to 
generated? 

- 
promote agribusiness? What factors influenced the performance 

and impact of the agribusiness programs? 
How did the agribusiness programs per- 
form overall? What did they accomplish? What are the implications for policy and 

programs of USAID's experience with 
agribusiness programs? 

r By "agribusiness" we mean all businesses involvcd in the production and distribution of equipment and inputs used 
in agricultural production, and all businesses involved in the processing and marketing of agricultural products. 
Medium- and large-scale commercial farmers actively involved in the postharvest handling and marketing of their 
r~oducts  are considered to be agribusinesses. Sma!lholdars who supply processors or a a k ! e r s  on an "outgrower" 
(contract) basis, although they do not fall strictly within this definition, arc also examined because of their close link 
to agribusiness. The term "program" includes all project and nonprnicct assistance to a country intended to achieve 
certain strategic objectives. An agribusit~css program may include many agribusiness projects or the agribusiness 
components ofdifferent pojects along with nonproject assis~ance. Even when a country assessment team ~ O C ~ I S C S  only 
on a single project (as in Bangiildesh and Cameroon), the term "program" has been used for linguistic consistency. 



To answer these questions, CDIE followed a 
simple research strategy described in the ap- 
pendix. Its cornerstone was seven case studies 
based on a single analytical design applied to 
a representative sample of programs. After 
analyzing USAID projects that focused on ag- 
ribusiness, CDIE identified seven country pro- 
grams (Bangladesh, Cameroon, Ecuador, 
Guatemala, Sri Lanka, Thailand, and Ilganda) 
covering 21 projecis. It prepared comprehen- 
sive case studies of these programs on the basis 
of limited fieldwork. The case-study approact. 
enabled CDIE investigators to examine agri- 
business interventions in their natural settings. 
In addition to case studies, CDIE undertook a 
literature review of relevant documents and 
interviewed USAID program managers and 
outside experts. 

A major limitation of the assessment was the 
incompleteness of quantitative data about the 
performance and impact of agribusiness inter- 
verrrions. In most cases agribusiness programs 
did not collect time-series data, and when such 

data were gathered, they were incomplete. 
Constraints of time and resources generally 
prevented case-study researchers from con- 
ducting sample surveys. They had to rely heav- 
ily on secondary data, qualitative information, 
and, in three countries (Ecuador, Guatemala, 
and Sri Lanka), on minisurveys of agribusi- 
nesses. 

In the seven sections of this report, we dis- 
cuss thc evolution of USAID's agribusiness 
interventions and outline USAID agribusiness 
promotion strategies; describe the economic 
environment in the seven countries studied and 
the purposc, scope, and nature of USAID's 
agribusiness programs there; assess the pro- 
grams' accomplishments and failures; ex -:ore 
how agribusiness programs affected ensploy- 
ment and income, small. fzrmers, womer , and 
the environment; describe the program's eco- 
nomic costs and benefits; identify the factors 
that influenced program performance and im- 
pact; and offer recommendations on policy and 
operations for USAID agribusiness programs. 
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n the 1960s and l97Os, USAID ~gricultural 
programs focused largely (although not ex- 

clusively) on increasing farm production by 
providing agricultural inputs (including 
credit), supporting agricultural extension sys- 
tems, developing rural infrastructure, fostcr- 
ing public sector input supply and marketing 
boards, and building capabilities for agricul- 
tural research. USAID did fund agribusiness 
projects, but they represented only a fraction 
of its total investment in agriculture. Morc- 
over, many of these projects were designed to 
support public sector agricultural marketing 
and distribution systems. Production was cm- 
phasized, because of widespread food short- 
ages ,  e spec i a l l y  o f  c e r ea l s ,  and  the 
ever-prescnt threat of famine in developing 
countries. In this section we discuss changes 
in USAID's agribusiness interventions and de- 
scribe its strategies for promoting agribusi- 
ness. 

USAID's Support for 
~ ~ r i b u s i n e s s  Projects 

USAID started shifting its focus toward the 
development of private sector agribusincss in 
the early 1980s for several reasons. First, the 
success of the green revolution in many Asian 
and Latin American countries alleviated acute 
food shortages, and farmers began looking for 
more profirable alternatives to traditional 

crops. Second, USA D's long experience with 
production projects highlighted thc critical im- 
portance of agricultural marketing. Production 
projects did not succeed when there were no 
markets for increased output, and dcvcloping 
these markets was the job of agribusiness. 
Third, in developing coun!ries where per cap- 
ita incomc was rising, demand for processed 
agricultural products was growing, generating 
opportunitics for the growth and expansion of 
agribusiness. 

Fourth, the failure of government agencics 
and parastatals, which had been established to 
provide agricultural inputs and to market agri- 
cultural produce, had been too dramatic to be 
ignored. Disappointed by the performance of 
state-owned enterprises, the development com- 
munity began to advocate their privatization. 
Fifth, USAID en!husiastically embraced the 
strategy of "open societies" and "open mar- 
kets" that emphasized private mitiativc and 
entrepreneurship. This strategy involved pro- 
moting macroeconomic and agricultural policy 
reform conducive to the growth of agribusi- 
ness. Finally, USAID saw in agribusiness 
growth opportunities for mut~lally beneficial 
relationships between U. S. and developing- 
country firms. 

Since the early 1980s USAID has designed 
and implemented numerous agribusiness pro- 
jects. How many i t  has funded is difficult to 
ascertain because it has not consistently fol- 
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lowed well-defined criteria to label agribusi- 
ness interventions. But a search of the USAID 
Development Information System turned up 
763 projects with some elements of agribusi- 
ness promotion. 2 

Strategies for Promoting 
Agribusiness 

For analytical purposes, we discuss four 
strategies for developing agribusiness: institu- 
tional deuobpment, enterprise development, 
market development, and privatization. These 
strategies are related, and most projects follow 
more than one of them (see Table I). 

Institutional development 

The rationale for this strategy is straightfor- 
ward: public and private institutions naeded for 
agribusiness to grow are weak and inerfective 
in most developing countries, especially those 
with the lowest per capita income. USAID has 
targeted two types of organizations for assis- 
tance: 

a Government ministries and agencies of 
agriculture, trade, industry, commerce, 
and finance. These organizations not 
only regulate and provide a legal frame- 
work for private agribusiness; thcy also 
often provide ke; services, including 
technology development, market infor- 
mation, financing, export promotion, 
and assistance in setting up ccllaborative 
arrangements between agricultural pro- 
ducers and agribusinesses or between ex- 
porters and importers. 

Private trade and business associations, 
glrils, coopera!ives, foundations, firran- 
cia1 intermediaries, producer orgarriza- 

! iom These organizations offer a wide 
rangc of services, including advocacy. 
management and technical training. mnr- 
ket information, and markcring scrviccs. 
It is often through these organiznrions 
that donor assistance is channclcd to in- 
dividual businesses. 

Projects following this strategy provide 
grants, training, and technical assistance to 
targeted organizations. The grants can be for 
cXce expenses, equipment and furnishings. 
promotiona! and advertising materials, or ccn- 
ference, seminar, and training costs. The ob- 
j e c t i ve  i s  usua l ly  to c r ea t e  e f fec t ive ,  
sustainable institutions that will continue to 
provide services to agribusinesses even after 
USAID assistance ends. 

f3tetprise development 

Unlike institutional development strategies, 
which focus on creating sustainable supporting 
organizations, enterprise development strate- 
gics provide direct assistance to existing or 
potential agribusiness firms and entrepreneurs. 
The assumption is that macroeconomic and 
sectoral reform is usually not enough to stimu- 
late agribusiness. Firms often lack the requisite 
management experience, technical skills, tech- 
nology, financial resources, market informa- 
tion, and marketing expertise, and need various 
forms of assistance to invest effectively in 
value-added production, packaging, and proc- 
essing technologies. 

Some projects provide direct assistance to 
private firms, but most channel assistance 
through such intermedi~ries as trade organiza- 
tions, banks, NGOs, or government agencies. 
Some agribusiaess projects promote contract 
or comniercial outgrower schemes c~nnected to 
a processing plant or packing house. Others 
develop agroprocessing enterprises, including 

2 The key words used in the computer search were "agribusiness," "agricultural enterprises," "agricultural product 
marketing," "   pi cultural storage facilities," "agricultural exports," and "food processing." 
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Training 
Long- and short-term participant training 
Study tours to U. S. agribwinesses/institutions 
Management/accounting training 

Technical assistance 
Feasibility and project ~tlldies 
Policy analysis 
Management 
Production/handling/processing/transport 
Monitoring/management information systems 

hformation and facilitation 
Market information systems 
Technological information 
Sources of fmance 
Export market regulations 
Deal making 

Technology 
Procurement of equipment 
Storagdcold storage 
Processing/packaging/handling 
Fanning operations 

Financial assistance 
Publidprivate banks 
Revolving b d s  
Project loans 

Input supply 
Fertilizer and seeds 
Agricultural chemicals 
Farm machinery 

cold storage, handling, and packaging opera- 
tions. Still others promote joint ventures be- are helped to develop business plans and finan- 

tween host country entrepreneurs and foreign cia1 analyses for nevv or expanding enterprism 

businesses. and to locate sources of financing. Often such 
projects provide credit directly or through a 

Many projects also offer assistance for dnancial-intermediary. ~ i n a l l ~ i  the enterprise 
credit and financial services. Local businesses development strategy is generally the one fol- 
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lowed by microenterprise projects. Many mi- 
croenterprises are in the agribusiness sector. 

Market development 

The strategy of facilitating market develop- 
ment for agriculture-based products generally 
involves providing market information sys- 
tems, establishing trade offices in regional 
market centers, financing trade missions, set- 
ting up regional market outlets, and promoting 
sourcing and marketing arrangements with for- 
eign firms. Some projects have supported :he 
export of traditional products (such as coffee, 
bananas, livestock, cocoa, and rubber), but 
USAID activities have focused largely on non- 
tradition6 agricultural exports: fruits, vegeta- 
bles, flowers, ornamentals, herbs, spices, and 
other products, which are exported fresh (after 
cooling and packaging), frozen, dried, or 
canned. Nontraditional exports have been the 
thrust in Latin America and the Caribbean, and 

they are now emerging as an Agency emphasis 
in Asia and the Near East and even in Africa. 

RiVatization of marketing and input 
supply parastatals 

The strategy of privatizing parastatals for 
agricultural marketing and input supplies is 
generally adopted to improve markct efficiency 
and promote entrepreneurship. 

USAID's agribusiness interventions have not 
been designed and implemented as part of a 
coherent global policy. In fact, the Agency has 
yet to issue a policy paper on this subject, as 
it has fcr other program areas; consequently, 
the geographic bureaus and overseas missions 
have taken :he lead in formulating thc~r  ow11 
strategies, which often remain implicit. not 
explicit. They have initiated agribus~ncss pro- 
jects reflecting host country nccds, institu- 
tional capabilities, and policy environments. 
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Agribusiness 
Programs in the 
Case-Study Countries 

Host Country 
Economic Con 

I t is impossible in a short space to ade- 
quately describe the economic background 

of the seven countries for which case studies 
wprc prepared. National statistics alone do not 
satisfactorily represent complex economic 
landscapes; they conceal significant variations 
within countries. Moreover, many govern- 
ment interventions in agriculture are crop-spe- 
c i f i c ,  mak ing  gene ra l i z a t i ons  about  
agriculture policy difficult. In addition, insti- 
tutional arrangements are invariably complex, 
involving unwritten rules, varying degrees of 
autonomy between or within governments, and 
powerful inkiest groups. Consequently the 
brief descriptions provided here give, at best, 
a very incomplete picture of the economic 
context of each country. 

gross national product (GNP) has averaged 
about 4 percent a year, nearly 2 percent per 
capita. Heavy-handed public controls-such as 
an overvalued currency and government over- 
sight of key inputs and crop markets-cramped 
economic de;.elopment. In recent years, the 
government has reduced its control by decon- 
trolling markets for farm inputs and currency 
and privatizing public enterprises. 

Agriculture dominates the economy, ac- 
counting for 38 percent of gross domestic prod- 
uct (GDP), 70 percent of the labor force, and 
9 percent of exports. Rice constitutes three- 
fourths of farm output. Growth in agricultural 
production h r e l y  exceeded the 2 percent popu- 
lation grcwth rate over the past decade. 

Cameroon's large agricultural sector con- 
tributes 27 percent of GDP, 60 percent of 
employment, and 19 percent of exports. A large 
petroleum sector affects the wider economy, 
accounting for half of exports. In the late 1970s 

Table 2 provides general st8:istics for the and early 1980s, rapidly rising oil revenues 
seven countries that hosted case-; .udy USAID resulted in high demand-push ,hat, in 
agr ibus iness  the absence of exchange rate adjustments, un- 
Cameroon. Ecuador. Guatemala, Sri Lank% dermined economic competitiveness. The 

and Uganda' A brief economic pro- economy grew a rapid 7 percent a year between 
file of each country follows. 1970 and 1985, after which the collapse of oil 

Banglrdcrh, among the poorest of tho seven prices created a downturn from which the 
countries, also has the highest po,:..i:ition den- country has not yet recovered. Per capita GDP 
sity. Economic growth since the mid-1970s has fell steadily after 1986. Declining world prices 
been steady but not spectacular. Growth of and export  venues for G~meroon'S two major 
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Cotintry ,Population '-, :Per capita , 'GDP 
(millions). . -($I (??? bil 'on)' . '(%I 

i 

Bangladesh 
1985 97 150 8.0 42 23 
1991 110 220 9.1 38 9 

Cameroon 
1985 10 830 1.5 2 1 65 
1991 12 860 1.4 27 19 

Ecuador 
1985 9 1180 2.1 13 20 
1991 11 1000 2.6 13 35 

Guatemala 
1985 8 1210 1.5 NA 77 
1991 9 940 1.6 26 66 

Sri Lanka 
1985 16 390 1.9 25 55 
1991 17 500 1.8 24 34 

Thailand 
1985 52 810 12.5 17 45 
1991 57 1570 13.5 12 21 

I NA = not available. 

agricultural exports--coffee and cocoa-aggra- 
vated the downturn. 

In 1990 Cameroon began a progranr 3f eco- 
nomic stabilization and market ieform with the 
support of the International Monetary Fund 
(IMF), the World Bank, and other donors. New 
policy targets include reducing government ex- 
penditures, restructuring and privatizing pub- 
lic enterprises, liberalizing agricultural 
exports, and reducing tariff and nontariff bar- 

riers to imports. The IMF and World Bank 
suspended nonproject assistance because of the 
slow pace of policy change. In 1994 Cameroon 
devalued its currency by 50 percent-a move 
likely to enhance agricultural exports if appro- 
priate macroeconomic policies follow. A long 
tradition of government control of the economy 
and a low level of infrastructure development 
have deterred the rapid growth of agribusiness 
in Cameroon. 
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Ecuador's oil boom in the 1970s launched 
a round of economic growth, at an average 
annual rate of 9.6 percent. But GDP dropped 
dramatically after oil prices fell in 1982 and 
1986; per capita income has still not recovered 
to its 1982 level. Economic growth since 1985 
has averaged o ~ l y  2.5 percent annually, the 
same as the rate of population increase. Oil 
sales-long  he bulwark of public revenues- 
fell faster than public expenditures, driving 
inflation to between 40 percent and 60 percent, 
higher than anywhere else among the seven 
countries studied. 

Notwithstanding oil's importance. agricul- 
ture contributes 13 percent of GDP, 35 percent 
of the labor force, and 30 percent of exports. 
The two main traditional agricultural exports 
are bananzs, produced by large agro-industrial 
firms in !he thinly populated coastal area, and 
coffee, produced by small- to medium-size 
growers in the highlands. A large highland 
population of indigenous small farmers grows 
corn and beans but has limited access to mar- 
kets. 

Market principles long drove much of the 
nation's economy despite price controis, paras- 
tatals, and a substantial public sector. Govern- 
ment's role began to change in the mid- i980~ 
as Ecuador let interest ratos %at above the 
level of inflation, freed the exchange rate and 
currency market, and sold some parastatals. 

Guatemala also has a large agriculture sec- 
tor, providing 26 peicent of GDP, 50 percent 
of the labor force, and 66 percent of exports. 
Until recently, agricultural production concen- 
trated on beef, four traditional export x o p s  
(coffee, bananas, sugar, and cotton), and basic 
grains for the domestic market. As in Ecuador, 
much of the agricultural labor force lives in the 
highlands, where indigenous farmers work 
small plots and provide seasonal labor for 
large, export-oriented plantations in the low- 
lands. 

Private enterprise organizes most of the ag- 
ricultural sector; agribusinesses handle input 
and crop marketing, for example. Guatemala's 
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public sector is the smallest among the seven 
countries studied and indeed among the small- 
est in the world. Except for a period of insta- 
bility in the early 1980s, fiscal policy has 
generally been conservative. Exchange rate 
policy has followed market forces, and mone- 
tary policy has restrained inflation. But repres- 
sive military regimes, rural violence, and the 
generally closed nature of society have limited 
the scope for developing the agriculture sector. 

Sr i  Lanka's agriculture sector provides 24 
percent of GDP, 50 percent of the labor force, 
and 34 percent of exports. The twp major 
sectors of the agricultural economy are tradi- 
tional plantation crops (tea, rubber, and coco- 
nut) and smallholder rice production. Most 
small farms cover less than 1 hectare, and 
output per worker is low. GDP growth since 
1985 averaged a modest 3.5 percent, but i t  was 
2 percent above the population growth rate. 

Civil strife, ethnic violence, and a legacy of 
public controls in agriculture (import barriers, 
cropping and land-use regulations, and planta- 
tion parastatals) cramped agribusiness develop- 
ment. Recently, the government has pulled 
back from the sector, opening a window for 
private sector input and crop marketing. As a 
result, fruit and vegetable exports and food 
processing are on the rise. Abundant natural 
resources suitable for agricultural production, 
plus a highly literate labor force, enhance Sri 
Lanka's prospects. But political strife, persist- 
ent antibusiness public policies, and weak rural 
infrastructure continue to dampen expecta- 
tions. 

Thailand's agriculture sector plays a major 
but diminishing role in overall economic devel- 
opment. Thai agriculture makes up only 12 
percent of GDP but 21 percent of exports and 
fully 65 percent of the labor force. The gap 
between productivity in agriculture and other 
sectors is wider in Thailand than among any of 
the sample countries, in large measure because 
supportive macroeconomic policies and selec- 
tive industrial protection have drastically in- 
creased investment in manufacturing and 
exports. 



With annual GNP growth running at 8 per- 
cent since 1986, the Thai economy is widely 
touted as  the "fifth Asian tiger." Processed 
foods lead the boom in manufacturing exports. 
Thailand surpassed Brazil in 199 1, taking fifth 
place in the ranks of the world's top consumer- 
oriented processed-food exporters. Fresh and 
processed vegetables, fruits, juices, fish, poul- 
try, sugar, and tobacco lead Thai agro-exports. 
A strong infrastructure base, a skilled IaSor 
force, and pro-growth public policies set strong 
prospects for the continued rapid growth of 
agribusiness. 

Uganda has an overwhelmingly agricultural 
economy, providing 62 percent of GDP, 80 
percent of the labor force, and 96 percent of 
exports. Perverse economic policies and a dev- 
astating civil war set Uganda back in the 1970s 
and early 1980s: in 1965, per capita GNP was 
$400, more than double the 199 1 level of $170. 

Since the restoration of political order in 
1986, the economy has grown an average 5 
percent a year. Uganda recently launched one 
of the most impressive economic liberalization 
programs in sub-Saharan Africa. Jt introduced 
a market-based exchange rate, eased exchange 
controls and import barriers, removed export 
taxes, and plans to exempt imports used for 
export production from a variety of duties and 
sales taxes. Uganda has aljo expedited invest- 
ment licensing, eliminated or simplified export 
and import licensing, simplified customs pro- 
cedures, and abolished parastatal monopolies 
for marketing coffee and cotton. Donor-funded 
expatriate advisers formulated and imple- 
mented many of these policy reforms with high- 
level publ ic  suppor t .  But middle-  and  
lower-level government officials often lack the 
will and skill to carry reform policies forward 
effectively. 

The case-study countries represent a wide 
range of policy environments. Those in Thai- 
land and Guatemala are probably most suppor- 
tive of the growth of agribusiness, and those in 
Bangladesh and Cameroon the least supportive. 
The policy environments in Ecuador, Sri 
Lanka, and Uganda fall somewhere in between. 

Program Descriptions 

The objective of USAID's agribusiness ef- 
forts in the last decade has been sustainable 
economic growth based on private sector-led 
agricultural development. This required more 
than direct assistance to existing or emerging 
agribusiness firms. It required macroeconomic 
policy reform; the cultivation of pro-business 
institutions; the privatization of parastatals 
(which stifle entrepreneurship and exacerbate 
inefficiencies); the research, development, and 
the diffusion of agricultural technologies; and 
the constiuction of such physical infrastructure 
as roads, transport systems, and communica- 
tion networks. The Agency crafted agribusi- 
ness programs to fit  country needs and 
condhions, and-over and above direct service 
to agribusinesses-tried to cultivate an envi- 
ronment conducive to the expansion of agri- 
business. (Table 3 gives a brief description of 
the case-study programs, constituent projects, 
and allocated funds.) 

Bangladesh's USAID agribusiness program 
focused on increasing farm productivity by 
privatizing fertilizer distribution. The first 
phase of the Fertilizer Distribution Improve- 
ment (FDI-I) project (1978-86) committed 
$144 million to import 527,000 tons of fertil- 
izer, $60 million to construct warehousing fa- 
c i l i t ies  for the Bangladesh Agricul tural  
Development Corporation (BADC), and $18 
million for technical assistance and training. 
FDI-I also facilitated the deregulation of sub- 
district fertilizer distribution and the decontrol 
of prices and marketing margins below those at 
BADC primary distribution points. 

FDI-2 (1987-94), with a budget of $66 
million, was designed to help the government 
disengage totaily from fertilizer distribution. 
Its key components were a $44 million fertil- 
izer import program, with local currency gen- 
erated by the sale of imported fertilizer to be 
used to create a fertilizer credit fund; $6 mil- 
lion for construction of storage, bagging, and 
handling facilities; and $5 million for technical 
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Bangladesh 

Cameroon 

Ecuador 

Guatemala 

Sri Lanka 

Thailand 

Uganda 

Privatized the fertilizer distribution system. Phase 1 was limited to subdistrict- 
level deregulation. Phase 2 sought government's total disengagement from 
fertilizer import distribution. 

Fertilizer Distribution Improvement 1 
Fertilizer Distribution Improvement 2 

Replaced a parastatal-administered, subsidized trtilizer distribution system with 
a fully privatized, unsubsidiid system. 

Fertilizer Subsector Reform 1987-94 15.0 

Promoted nontraditional exports by assisting h e r s ,  agribusiness firms, and 
producer organizations. Provided market information, supported horticulhual 
research, and gave technical assistance on harvest handling and grading. 

Nontraditional Agricultural Exports 1 
Nontraditional Agricultural Exports 2 

Shifted riom establishing regional buying centers, strengthening cooperatives, 
and building infrastructure to promoting nontraditional exports. Provided market 
information and technical assistance to firms and h e r s ,  and support to 
producer and marketing organizations. 

Small Farmer Marketing 1977-86 4.2 
Agribusiness Development 1984-92 13.5 
Cooperative Strengthening 1 and 2 1986-94 15.5 
Highland Agricultural Development 1989-94 37.0 

Started wih crop diversification in Mahaweli System B Then developed regional 
and national focus, high-value crops, valua-added agroprocessing, and 
nontraditional exports. 

Mahaweli Agricultural and Rural Development 1987-95 23.0 
Mahaweli Enterprise Development 1990-95 15.0 
Agro-Enterprises 1992-95 14.0 
Entrepreneurship Development Training Program 1982-93 0.2 
Commercial Small Farm Development Program 1990-93 2.0 

Promoted high-valae crops for processing and seed multiplication, primarily by 
Pcilitating contacts between small fkmers and agribusiness firms. Confined to a 
remote, undeveloped area (Lam Nam Oon). 

Integrated Rural Development 1977-85 4.1 
Agricultural Technology Transfer 1985-88 0.1 
Integrated Agro-Production and Marketing 1987-91 7.0 

Shifted from rehabilitating business firms (including agribusinesses) and support 
to cooperatives to promotion of high- and low-value nontraditional exports. 
Supports macropolicy reform, institutional strengthening, and agribusiness 
enterprises. 

Rehabilitation of Productive Enterprises 1984-91 30.0 
Cooperative Agriculture and Agribusiness Support 1988-94 20.0 
PL480 Title I1 (currency generating) 1989-95 20.0 
Agricultural Nontraditional Export Pron~otion 1988-93 51.5 
Investing in Developing Export Agriculture 1991-96 25.0 

*As of 1993. An additional $40 million is expected. 
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assistance and training. In the course of imple- 
mentation, technical assistance outlays rose to 
$20 million, and the fertilizer credit fund ran 
just under $25 million. The two-step FDI pro- 
gram contributed significantly to the privatiza- 
tion of Bangladesh's fertilizer distribution 
system. 

Cameroon's primary objective in the Fertil- 
izer Subsector Reform Program (1987-94) was 
the timely provision of fertilizer for both food 
and export crops at minimal cost to farmers and 
the government. This was to be achieved by 
replacing the subsidized distribution system 
administered by FONADER (a parastatal) with 
a fully privatized, unsubsidized system. 
USAID envisioned four major benefits from 
the program: lower marketing costs, govern- 
ment savings, more timely and flexible fertil- 
izer supplies, and more optimal fertilizer use 
by farmers. The program budget totaled $15 
million: $1.5 million for technical assistance 
and $13.5 million for a revolving credit fund. 
Cameroon now has a fully privatized fertilizer 
distribution system that has significantly re- 
duced the user cost of fertilizer without cost to 
the government. 

Ecuador, un l ike  Bangladesh and  
Cameroon, focused its USAID agribusiness 
program primarily on nontraditional agricul- 
tural exports. Financial outlays for the first 
phase (1984-88) was $8.0 million; for the 
second (1989-94), $4.5 million. The Agency 
provided technical assistance touching on non- 
traditional export-related policies, promotions, 
product selection, production technology, and 
marketing. In the first phase, the program pro- 
vided market information to Ecuadorian ex- 
porters and established a trade office in Miami. 
In the second phase, the program focused on 
horticultural research, the provision of plants 
and seeds, the dissemination of information 
about U. S. phytosanitary standards and the 
global marketplace, and the improvement of 
postharvest handing and quality grading. 

The program's product focus was on cut 
flowers, fresh fruits and vegetables, specialty 
crops, and processed fruits and vegetables. The 

program was run by two private sector organi- 
zations-the Federation of Ecuadorean Export- 
e r s  ( F E D E X P O R )  and  the  Nat iona l  
Association of Business Owners (ANDE)- 
along with the Agribusiness Advisory Board, 
which was created under the program. The 
program also provided and packaged long-term 
loans to exporters of nontraditional agricul- 
tural products. 

Guatemala. USAID efforts were more var- 
ied than in some other countries. There were 
four projects: Small Farmer Marketing (1977- 
86, $4.2 million), Agribusiness Development 
(1984-92, $13.5 mil l ion) ,  Cooperat ive 
Strengthening I & I1 (1986-94, $15.5 million), 
and Highland Agricul tural  Development 
(1989-94, $37 million). The Small Farmer 
project aimed at establishing regional buying 
centers with cooling and grading facilities to 
facilitate the marketing of horticultural prod- 
ucts. These buying centers were to be managed 
by a cooperative. The Cooperative Strengthen- 
ing project, designed to bolster the cooperative 
federation, expanded to include direct assis- 
tance to independent cooperatives as well as 
farmer organizations. It assisted agricultural 
cooperatives in production, processing tech- 
nology, marketing, and general management. 

The Highland Agricultural Development 
project began by providing infrastructure to 
help increase agricultt~ral output. Early efforts 
included the construction and maintenance of 
access roads, a pilot reforestation program, and 
development of small-scale irrigation and soil 
conservation systems. Later the project added 
a substantial marketing component, imple- 
mented through the Nontraditional Exporters 
Guild. The project exemplified USAID's 
worldwide shift in emphasis away from produc- 
tion and toward marketing. The Agribusiness 
Development project had three components: 
loans to agribusiness firms, support for coop- 
eratives, and establishment of information and 
support services through the Guild of Export- 
ers of Nontraditional Products (GREMIAL). 

Sri Lanka saw USAID efforts to increase 
incomes and employmet;t through crop diversi- 
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fication and value-added agricultural process- 
ing. Five projects at different sites followed 
different strstegies. Two large projects were in 
the Mahaweli region, a newly irrigated, re- 
cently settled area in the east-central part of 
the country. The 8-year Mahaweli Agricultural 
and Rural Development project (MARD, 1987- 
95) is a $23 million intervention designed to 
make irrigation systems more efficient, pro- 
mote crop diversification through agricultural 
extension, give farmers easier access to export- 
ers and brokers, and assist agribusiness firms 
in quality control, transport, storage, packag- 
ing, and harvesting. 

The second project, Mahaweli Enterprise 
Development (MED, 1990-95), covers the en- 
tire Mahaweli region. It was designed to accel- 
erate  the creat ion of private enterprise  
employment at all levels-from microenter- 
prises to large-scale ventures-through in- 
creased private investment and the promotion 
of high-value crop production, processing, and 
export. The $15 million in USAID funding for 
MED is allocated to three components: the 
reform of policies, regulations, and procedures 
affecting agribusiness ($1.5 million); direct 
assistance to small-scale enterprises and mi- 
croenterprises ($8.5 million); and direct assis- 
tance to medium-size and large enterprises ($5 
million). 

The  Agro-Enterprise project (AgEnt), 
which covers the entire country, began opera- 
tions in December 1992 with a $14 million 
grant. The project helps emerging and expand- 
ing agribusinesses through a combination of 
technical services (in production, processing, 
and marketing), research and training, com- 
mercial loan packaging, and cofinancing 
grants. 

The other two projects are cofinanced by 
private voluntary organizations. The En- 
trepreneurship Development Training Pro- 
gram, implemented through the Agromart 
Foundation, promotes business development 
among women and other disadvantaged groups 
in northwest and southern provinces by offer- 
ing training to potential entrepreneurs. The 

other intervention, Commercial Small Farm 
Development Program, began in 1990 under a 
cooperative agreement with Agricultural Co- 
operative Development International. Total 
USAID assistance to this project is about $2 
million. This project has established a pineap- 
ple nursery and has entered into a joint venture 
with an agribusiness firm to produce and mnr- 
ket gherkins. 

Thailand's program consisted of three pro- 
jects. The Integrated Rural Development pro- 
ject (1977-85), which received $4.1 million of 
USAID assistance, was designed to establish an 
irrigation management system and to develop 
and disseminate technologies for increasing 
productivity and product diversity. During im- 
plementation, the project also tried to develop 
agricultural marketing channels. 

One element of the multisite Agricultural 
Technology Transfer project (1985-88) was lo- 
cated in Lam Nam Oon, in northeastern Thai- 
land-the most undeveloped a rsa  of the 
country. The objective was to strengthen public 
institutional capacity by educating officials in 
the production and marketing of nontraditional 
agricultural exports. The project also sought to 
establish links and working relationships be- 
tween farmers, processors, marketing firms, 
and the government. The project effectively 
diffused new production technologies and fa- 
cilitated the formation of connections between 
farmers and marketing firms. It also trained 
grassroots agricultural workers, many of whom 
were later employed by agribusiness firms in 
management and technical positions. 

The third project, Integrated Agro-Produc- 
tion and Marketing (1987-91), aimed to idcn- 
tify producers and markets for new high-value 
crops using labor-intensive technologies. It 
identified areas, crops, and farmers that would 
attract agribusiness firms. Then, when firms 
were willing to operate there, the project 
helped them directly. The project recruited 
agribusiness firms, fostered contract farming 
in both seed crops and fresh vegetables and 
vegetables for processing, and stimulated proc- 
essing and marketing activities. 
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Uganda originally intended, with USAID 
support, to resuscitate businesses, including 
agribusinesses, that had faltered before and 
after the fall of the regime of Idi Amin. Tbz 
Rehabilitation of Productive Enterprises pro- 
ject (1984-91) provided foreign exchange and 
credit for equipment purchases by firms that 
had shut down or operated well below capacity. 
In 1988 two new activities began. One project, 
Cooperative Agriculture and Agribusiness 
Support (CAAS), was designed to increase the 
availability of agricultural inputs, rehabilitate 
cooperatives, and increase the local production 
of agricultural equipment and inputs. The 
planned expenditure of $20 million was mainly 
to strengthen cooperative federations. The 
other project, Agricultural Nontraditional Ex- 
port Promotion Project (ANEPP), with a 
planned outlay of $51.5 million mostly for 
nonproject assistance, focused on instituting 
trade and exchange rate reform and developing 
the governn~ent's capability for policy analysis. 

In 1990 the mission redesigned the CAAS 
and ANEPP projects to focus on nontraditional 
exports and to increase direct assistance to 
agribusinesses (including cooperative district 
unions and cooperative primary societies). In 
1994 USAID committed $25 million to a new 
agribusiness project, Investing in Developing 
Export Agriculture (IDEA). IDEA mostly pro- 
vides long-term technical assistance, including 
direct assistance to individual businesses to 
increase exports of selected nontraditional 
products, and to support private sector trade 
associations. The objectives are to move agri- 
businesses from pilot production to full finan- 
cial viability and to create self-sustaining 

private sector support institutions that can pro- 
vide individual businesses with technology and 
market resources for nontraditional exports. 

Of the seven case-study countries, two 
(Bangladesh and Cameroon) focused on privat- 
izing input markets and tive on processing and 
marketing of agricultural produce. T:chnic;~l 
advice for the two fertilimr privatization pro- 
grams differed in duration and extent. The 
Cameroon program used limited outside tech- 
nical assistance and lasted 6 years; the Bangla- 
desh program has had a big technical assistance 
team, both expatriate and Bangladeshi, for 12 
years. 

The five other programs focused heavily on 
nontraditional exports, but there were differ- 
ences worth noting. Two of the programs 
(Uganda and Ecuador) covered the entire host 
country; the other three targeted relatively un- 
developed regions. Two programs (Thailand 
and Guatemala) started with a focus on tradi- 
tional agricultural production or integrated ru- 
ral development programs and shifted their 
focus toward agricultural marketing and agri- 
business development. Two others (Guatemala 
and Uganda) started with a heavy emphasis on 
cooperatives and shifted to providing direct 
assistance to private agribusinesscs. All five 
evolved into multifaceted programs encom- 
passing regulatory reform, as well as the devel- 
opment of institutions (public and private), 
enterprises, and markets. And all five became 
increasingly attentive to the tasks of identifying 
and tackling key constraints on agribusinesses 
for nontraditional exports. 
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T h i s  section assesses the performance and 
1 outcomes, the accomplishments and 

shortcomings of agribusiness programs in the 
sample countries. The analysis of the pro- 
grams was done globally, not individually, 
across the seven countries. It addressed issues 
in six categories. Three concerned the growth 
and expansion of agribusiness enterprises (pri- 
vate firms, cooperatives, and collaborative ar- 
r angemen t s  wi th  fore ign  f i rms) ;  two 
concerned the growth of supporting institu- 
tions (public and private); and one covered the 
growth of  agricultural exports. Obviously, 
none of these categories is appropriate for 
every program, nor do they capture each facet 
of the programs. But taken together, they pre- 
sent a coherent picture of program perform- 
a n ~ e . ~  That picture is summarized in Table 4. 

Certain points must be kept in mind. For one 
thing, in most of the sample countries, factors 
outside the agriculture and business sectors- 
including macroeconomic policy reform, shifts 
in political stability, changing world markets, 
and improvements in infrastructure-seem to 
have affected the performance of agribusiness 
more than have direct program assistance to 
agribusinesses. Moreover, USAID is only one 

of many organizations-bilateral, multiLieral, 
and host country-active in agricultural and 
agribusiness development. Thus, it is often 
difficult to isolate the economic impact of 
USAID interventions. Finally, many agribusi- 
ness programs have been pilot interventions, 
experimental in nature. Their significance lies 
less in bankable outcomes than in dcmonstrat- 
ing the feasibility of a new approach. When 
pilot programs succeed, their ability to gencr- 
ate a bandwagon effect may be far more signifi- 
cant than the outcomes directly attributable to 
a specific program in a specific place. 

Growth and 
Expansion of Private 
Agribusinesses 

USAID agribusiness programs generally 
sought to create and expand agribusinesses, but 
strategies to realize this objective varied. 
There were three basic approaches. First, most 
programs provided assistance to existing or 
new firms, either directly or through interme- 
diaries. For example, they provided training, 
technical assistance, information sharing, mar- 

3 This section is based mainly on the seven case studies but draws on evaluations of other bilateral and regional 
agribusiness programs as well. 
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Sri Lanka 2 2 1 2 ? 2 

Thailand 3 NA 2 2 NA 3 

Bangladesh 3 NA NA 2 NA NA 

Cameroon 2 NA NA 3 NA NA 

Ecuador 3 N A 2 2 3 3 

Guatemala 3 3 2 2 3 3 

Uganda 7 1 NA 2 ? 2 
Note: 3 = Successfbl; 2 = Moderately Successful; 1 = Unsuccessful; NA = Not Applicable; 7 = Uncertain. 
NTAE = Nontraditional Agricultural Exports 

This table was prcpared by the CDIE assessment manager in consultation with case-study country team leeders. 

ket intelligence, credit or credit facilitation, or 
production technology. Some programs subsi- 
dized new entrepreneurs' startup or expansion 
of agroprocessing and marketing ventures. Sec- 
ond, most programs helped create or improve 
private and public institutions supportive of 
agribusiness. Third, USAID programs facili- 
tated the privatization of parastatals responsi- 
ble for the supply of inputs, or for the 
marketing and distribution of produce. That 
allowed agribusinesses to take over functions 
once served by the government. 

The most ~uccessful programs wer- :*1 Bang- 
ladesh, Ecuador, Guatemala, and Thailand. In 
Bangladesh, when the fertilizer subsector was 
privatized, hundreds of firms emerged to im- 
port and distribute fertilizers. Thousands more 
engaged in fertilizer retailing despite a mixed 
policy environment. Why did privatization 
have so great an impact? Fertilizer is critical 
to Bangladesh's rice production, which ac- 
counts for 75 percent of agricultural output, so 

demand for the services of fertilizer marketing 
firms was immediate throughout the country- 
side. Entrepreneurs entered the marketplace to 
meet demand from rice growers with little or 
no direct assistance from USAID or the Ban- 
gladeshi government. 

The Lam Nam Oon region of Thailand also 
witnessed an unprecedented expansion of activ- 
ity among Slii:?~ involved in marketing agricul- 
tural produce and inputs, as a result of USAID 
interventions. Thailand was experiencing an 
agribusiness boom, but Lam Nam Oon had not 
participated in it because it lay in a remote part 
of the less developed northeastern part of the 
country. After helping to finance Lam Nam 
Oon's irrigation system, USAID helped estab- 
lish contracting arrangements between agri- 
businesses and small farmers. It accomplished 
that by informing local farmers about markets 
for new crops and informing agribusinesses 
about local growing conditions. 
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The USAID program in Guatemala had simi- 
lar impact. In the early years the focus was on 
infrastructure development and the introduc- 
tion of new technologies. Larer the focus 
shifted to market development, especially of 
markets for nontraditional exports. USAID fa- 
cilitated contacts first between Ciuaterrialan ag- 
ribusinesses and U.S. importers and then 
between the same agribusinesses and small 
producers in the highlands. The result was a 
vibrant agribusiness industry centered on the 
production and marketing of nontraditional ex- 
ports to U. S. markets. Ecuador's experience 
was 4milar but with more emphasis on field 
trip; and direct assistance to individual firms. 

. . ;ribusinesses did not grow as much in the 
tliree other countries. In Sri Lanka, the ag:i- 
business program had only limited impact. Ba- 
sic policy, infrastructure, and institutional 
constraints must be addressed before agribusi- 
ness can grow substantially in Sri Lanka's Ma- 
haweli region. In Uganda, ioo, entrepreneurs' 
response to the oppoiiunities created by the 
agribusiness program was weak, mainly be- 
cause of poor physical infrastructure, weak 
supporting institutions, and lack of private sec- 
tor experience and expertise. But the Uganda 
program created a number of pilot activities, 
some of which appear ready for the sort of 
rapid growth achieved in Guatemala and Ecua- 
dor. In Cameroon, many private firms began 
importing and distributing fertilizers, but there 
was a sharp drop in production because world 
demand for Cameroon coffee declined. With 
the recent devaluation, it has once again be- 
come profitable to use fertilizer in coffee cul- 
t ivation, and the anticipated growth in 
agribusiness may now take place. 

Country studies suggest four significant, al- 
though by no means conclusive, findings: 

Direct assistance to agribusiness firms is 
usefirl but not criticril to the growth of agribtrsi- 
ness. In Bangladesh, Ecuador, Guatemala, and 
Thailand-the countries that have registered 
significant agribusiness growth-direct pro- 
gram assistance reached only a small propor- 
tion of firms. Moreover, it did not cover all the 
problems fitced by agribusinesses. That shows 
that private firms can grow and flourish even 
without direct assistance. In general, improv- 
ing the policy and regulatory environment, pri- 
vatizing parastatals, disengaging government 
from direct participation in agribusiness activ- 
ity, and developing physical and institutional 
infrastructure do more to promote the creation 
and expansion of agribusinesses than does di- 
rect assistance to individual firms. Box 1 gives 
a suggzstion of the relative growth of agribusi- 
ness firms in three diverse countries. 

USAID pr wtotions benefited srrtall- a1lc1 me- 
dium-size agribminesses Country stud- 
ies  do not suppor t  the  pe r spec t i ve  of 
dependency theorists that large domestic and 
foreign firms-endoved with financial, tech- 
nological, managerial, atid marketing advan- 
tages  over sma l l  and  med ium-s i ze  
firms-monopolize lucrative high-value ex- 
ports. Many high-value, nontraditional exports 
(such as fresh fruits and vegetables. ornamen- 
tals, herbs and spices) are typically grown by 
small farmers using highly labor-intensive 
technologies and are processed by small- and 
medium-size firms. USAID emphasizes these 
products, precisely because they create oppor- 
tunities for small farmers and small- to me- 
dium-size agribusinesses. 

Fflective assistance oflen targeted two con- 
cerns: export links and production and yroc- 
essing technology. Successful assistance in 
countries covered by USAID'S PROEXAG 

4 Many USAID projects focus on micro and small agribusinesses. The MED project in Sri Lanka, for example, has a 
component that targets micrcx-nterprises for assistance. A more interesting cxamplc is the private voluntary organization 
(PV0)-implemented FAAD project in Ghana, which was designed to assist farmer organizations and rural enterprises 
with input supplies. 
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Box 1. The Varying Growth of 
Agribusiness Firms 

"Dealers and retailers have emerged in 
virtually every one of the 65,000 vil- 
lages in Bangladesh.. . . There are 1,27 1 
private distributors, 10,000 dealers, and 
over 100,000 subdealers (individual re- 
tailers). In addition, the distributor sur- 
vey indicated that each distributor 
owned two warehouses and rented two 
more, and that half purchased their own 
transport facilities. " 

"According to the data from the Nontra- 
ditional Exporters Guild, the number of 
exporters of nontraditional agricultural 
products increased from 23 in 1980 
(mostly small exporters of ornamental 
plants and seeds) to 98 in 1990 and 161 
in 1992. This blossoming of the number 
of firms ... [represented] an enormous 
diversification of types and sizes." 

Uganda 

"The number of agribusinesses moving 
into the more sophisticated high-value 
nontraditional exports is small, the 
range of products is narrow, and pro- 
duction levels, for the most part, are 
extremely low." 

-From USAID country case stud- 
ies 

(Nontraditional Agricultural Exports Support 
Project in Central Amcrica) targeted nontradi- 
tional export technology and links with import- 
ing firms in destination countries. Help is 
needed with technology because most small- 
and medium-size firms lack the production and 

marketing technologies needed to compete in, 
or meet the quality standards of, developed 
countries. Assistance is needed in developing 
market links because import markets for non- 
traditional products are highly competitive and 
volatile. Many local firms require hands-on 
assistance-first, in breaking into new mar- 
kets, end second, in providiag reliable supplies 
with consistent quality. Box 2 relates how one 
entrepreneur parlayed hands-on experience 
with a foreign firm to start up a successful 
agribusiness of his own. 

Bandwagon eflects ofien dwarf inimediate 
outconles in iniportance. Successful pioneering 
firms set examples for others to follow. They 
make others aware of agribusiness opportuni- 
ties and show wzys to earn profits. More im- 
po r t an t ,  f i r s tcomer  f i rms  deve lop  and  
disseminate expertise to latecomers through 
both formal and informal channels. In Bangla- 
desh, Ecuador, Guatemala, and Thailand, for 
example, new businesses were oftm estab- 
lished by former employees of pioneering 
firms. This process is just now getting under 
way in Uganda. 

Growth of Cooperative 
Agribusinesses 

USAID has long assisted cooperatives both 
as grassroots organizations and as agribusi- 
nesses. Four country studies, Cameroon, Gua- 
temala, Sri Lanka and Uganda, examined the 
performance of such programs. Most "coop- 
eratives" did not originate, grow, and operate 
as voluntary organizations. Rather, they were 
created by governments for political and ideo- 
logical reasons, nurtured and sustained by out- 
side technical and financial assistance, and 
operated for all practical purposes as parastatal 
organizations. In fact, governments in mally 
cases sabotaged genuine cooperatives to under- 
mine the power of potentially threatening 
grassroots movements (Lele and Christiansen 
1989). 
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Box 2. An Ex-Employee of a 
Foreign Subsidiary Starts a 

New Firm 

Somchai Para, a Thai entrepreneur, estab- 
lished his own agribusiness in Lam Nam 
Oon. After s:udying agricultural economics, 
he worked 5 years in Lam Nam Oon for a 
Taiwanese company, Adams International, 
rising to the level of manager before moving 
on to S&P Food Supply. After 3 more years 
of experience, in 1990 Somchai founded 
Euro-Asian Seed, which now has three full- 
time and three part-time employees. He be- 
gan by contracting with farmers to produce 
toniatoes for processing. Later, he super- 
vised the production of fresh sweet peppers. 

Somchai is optimistic about the future. 
"My expansion depends upon getting the 
market. If I succeed in getting orders, I can 
get farmers [to produce on contract] because 
I have a good credit rating in this area, and 
I do not delay in paying farmers." He does 
not see competition as a problem: "If a 
company comes to the Lam Nam Oon area, 
it is really good for farmers. And there is no 
lack of farmers ready to work with me." 

A central element of the program in Uganda 
has been to develop cooperatives first as sup- 
pliers of agricultural inputs to farmers, then as 
producers and marketers of agricultural prod- 
ucts. The program's objectives were twofold: 
(1) increase the effectiveness of two national 
federations, the Uganda Central Cooperative 
Union and the Uganda Cooperative Alliance, 
and make them financially sustainable, and (2) 
strengthen selected district unions and primary 
societies as suppliers -d agricultural inputs as 
well as producers and marketers of agricultural 
products. In the end, the program achieved 
neither objective, mainly because few district 
unions and primary societies had the manage- 

ment expertise and economic base to become 
commercially viable. Without commercially 
viable members, there was no way for the 
federations to become financially sustainable. 

Guatemala's cooperative development pro- 
gram was almost identical to Uganda's and only 
slightly more successful. The effort to make 
the federations financially sound did not always 
succeed, and many primary cooperatives re- 
ceiving assistance in the production and mar- 
keting of nontraditional agricultural exports 
failed as commercial enterprises. The few that 
succeeded did so by limiting their activities to 
what they knew how to do and focusing on 
remaining financially viable. Many of those 
that failed did so either because of weak man- 
agement or because they undertook sophisti- 
cated processing and marketing activities for 
which they did not have the necessary exper- 
tise. 

The effort in Sri Lanka was much smaller 
and somewhat more successful. The USAID 
program formed farmer organizations to man- 
age shared irrigation systems, supply inputs to 
members, and produce tlontraditioiial crops for 
domestic and export markets. The effort fell far 
short of its targzts, but some of the organiza- 
tions are now carrying out agribusiness func- 
tions, including inpu! supply and agricultural 
marketing-even contracting production to 
Colombo-based agribusincsses. These farmer 
organizations have also improved farmers' bar- 
gaining positions with export firms. The level 
of commercial activity is still low, but i t  ap- 
pears to be sustainable. 

USAID was also involved in strengthening 
cooperatives in Cameroon. Before privatiza- 
tion, coffee cooperative unions handled all 
wholesale fertilizer distribution. The privatiza- 
tion program eliminated their monopoly, and 
private distributors replaced the cooperative 
unions. The primary cooperative societies are 
still involved in fertilizer retailing, mainly be- 
cause they still retain a monopoly or privileged 
position in coffee marketing. 
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A second USAID project in Cameroon aims 
at liberalizing and privatizing the marketing of 
arabica coffee while strengthening the coffee 
cooperative union enough in one producing 
province to compete on the open market. This 
program has been a moderate success, substan- 
tially reducing the union's operating costs and 
making it more responsive to global markets. 
As a result, marketing margins from the pro- 
ducing areas to the port have fallen and pro- 
ducer prices have increased. 

The experience of many other USAID pro- 
jects with "official" cooperative components 
has not been encouraging.' They seem to have 
succeeded to a limited extent in uniting farmers 
in marketing networks, establishing cold stor- 
age and other facilities, and facilitating con- 
tacts between p180ducers and buyers. Whether 
these endeavors are sustainable is question- 
able. An evaluation of a cooperative production 
and marketing project in El Salvador, for ex- 
ample, indicated that cooperatives rely increas- 
ingly on pro jec t  ass i s tance  over t ime,  
"decreasing the potential for sustainiag project 
achievements" (Checchi and Company 1990). 
This is typical of most USAID projects for 
"strengthening" cooperatives. 

The nrost important reason for the relatively 
poor performance ofgovernment-sponsored co- 
operative agribusinesses was probably their 
limited exposure to the discipline of tlre mar- 
ketplace. Many cooperatives were founded and 
developed more as bureaucratic organizations 
than as agribusinesses. Not enough attention 
was paid to means for achieving commercial 
and financial sustainability. USAID assistance 
encouraged a cooperative spirit that distin- 
guished these organizations from agribusi- 
rlcsses,  t end ing  to  ignore  bus iness  
considerations without which they could not 
survive. 
- 

The Guatemalan case study mentions two 
weaknesses common to cooperatives: high op- 
erating costs and rigid, slow responses to prob- 
lems and opportunities. With perishable 
agricultural products, processors and produc- 
ers must make quick decisions about procure- 
ment and processing. T h e  part ic ipatory 
decision-making and consensus valued by co- 
operatives mean decisions lag behind market 
movements. And cooperatives' operating costs 
are often high because the member-owners are 
unable to insist on oversight of managers to 
ensure that they put organizationai interests 
above their own personal interests. 

Experience in developed and developing 
countries suggests that these weaknesses are 
not intrinsic to cooperatives. Many well-man- 
aged independent cooperatives have demon- 
strated the ability to operate at least as 
efficiently, flexibly, and competitively as their 
noncooperative agribusiness counterparts. Co- 
operatives have exported high-value agricul- 
tara! commodities from Israel, Kenya, and 
Mexico, for example. Cooperatives receiving 
USAID support in Eastern Europe and the 
newly independent states show ptent ial  for 
growth with suitable technical assistance and 
infusions of capital (Chemonics International 
1993). Box 3 describes the experience of a 
successful cooperative in Guatemala. 

The experience in Sri Lanka also shows that 
under the right r;orrditions cooperative organi- 
zations can perform agribusiness functions, 
even under difficult economic circumstances. 
Farmer organimtions in Mahaweli enjoyed 
considerable ixtonomy and were flexibly or- 
ganized. That enabled them to respond quickly 
to opportunities and to undertake business ac- 
tivities when the chance arose. But other fac- 
t o r s  a l so  expla in  t he i r  success :  t he i r  
homogeneous socioeconomic background and 

s For example, Bolivia Private Agricultural Organizations Project, El Salvador Cooperative Production and hlarketing 
Project, Haiti Cooperative Marketing Project, Jamaica Small Farmer Marketing Project, and Egypt Agricultural 
Marketing Project. 
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high literacy rates, a supportive political envi- 
ronment, and the widely felt need for grass- 
roots organizations. 

These critical factors have been absent in 
many USAID cooperative development pro- 
jects, for which the impetus has often come 
from well-meaning (or corrupt) bureaucrats 
rather than from farmers. Most agribusiness 
cooperatives as they now exist and operate 
suffer from weaknesses that put them at a 
competitive disadvantage to private entrepre- 
neurs. Most USAID programs to develop coop- 
eratives have been fairly simplistic in approach 
and have seldom addressed the cooperatives' 
organizational limitations. 

Direct Foreign Investment 
and Other International 
Collaborative Arrangements 

Agribusiness programs, especially those fo- 
cused on nontraditional exports, often sought 
to facilitate joint ventures and other collabora- 
tive arrangements between international agri- 
businesses and host country firms. Even when 
this activity was not explicitly mentioned in 
project documents, it was widely believed that 
such partnerships were essential for bringing 
production technology and management skills 
to host country firms and fcr giving them 
access to exports. In addition to the seven 
country programs, the assessment studied three 
regional agribusiness projects: PROEXAG in 
Central America, the Africa Private Enterprise 
Fund (APEF), and the Restructuring Agricul- 
ture and Agribusiness (RAA) project in East- 
ern Europe. Each project actively promoted 
direct foreign investment and collaborative ar- 
rangements (Swanberg 1993a; Swanberg 
1993b). 

To attract international firms, agribusiness 
programs organized site visits for business ex- 
ecuti-l<:s, conducted feasibility studies, identi- 
fied potential partners and, in a few cases, 
offered subsidies to investors. To help local 

Box 3. An Agricultural 
Cooperative in Guztemala 

Cuatro Piiios is a successful Guatemalan 
agricultural cooperative whose members- 
indigenous farmers-cultivate small plots 
(averaging 0.6 hectares) about 25 kilometers 
west of Guatemala City. Membership grew 
from about 150 families in one town to 2,000 
families in eight towns. 

Cuatro Piiios' first effort, with substantial 
Swiss Government aid, was to rebuild mem- 
bers' houses destroyed by the earthquake of 
1976. After reconstruction, the Swiss pro- 
vided technical assistance for a series of 
agricultural and social projects. Beginning in 
1978, the Swiss and then the cooperative 
acted as intermediary for cauliflower produc- 
tion under contract to Alcosa, a freezing 
plant exporting to the United States (appar- 
ently the first case of Alcosa sourcing from 
an intermediary). 

By 198 1, the cooperative had produced 
snow peas for another exporter and had ex- 
perimented with other crops. In the 1980s, 
snow peas represented three-fourths of the 
value of Cuatro Piiios production. USAID 
added to ongoing Swiss support by helping to 
finance the coop manager's salary. This com- 
petent manager provided continuity as the 
cooperative expanded exports until his depar- 
ture in 1992 to form his own snow pea-ex- 
porting firm. 

firms and entrepreneurs, programs funded for- 
eign-study tours and training within interna- 
tional firms, prepared promotional materials, 
and held seminars and meetings on foreign 
investment. Government officials were often 
invited to participate. Thus, USAID's agribusi- 
ness programs followed a two-pronged strat- 
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egy: they encouraged international firms to 
make investments and they helped host country 
officials and firms find foreign partners. 

Attempts by regional agribusiness projects 
to attract direct foreign investment have met 
with limited success. APEF, after spending a 
considerable amount of time and resources to 
get U.S. firms to invest in Africa, showed few 
positive results. Pioneer Hybrid International's 
investment in a seed multiplication facility in 
Cameroon was a failure, for example. Even in 
the few cases where APEF succeeded, the fate 
of the subsidiaries or joint ventures remains 
uncertain. RAA's experience in promoting di- 
rect foreign investment (including joint ven- 
tures) in Eastern Europe has also been less than 
encouraging. U. S. agribusinesses have been 
reluctant to invest in enterprises with outdated 
technologies and a bloated labor force. PRO- 
EXAG has been more successful in attracting 
foreign direct investment, partly because Latin 
America is near the United States and is coun- 
terseasonal to the U.S. marketplace, so its 
countries can provide summer-season produce 
in the U.S wintertime. 

Agribusiness programs in some case-study 
countries have been more successful at attract- 
ing foreign investment than the regional pro- 
grams have. In Thailand's Lam Nam Oon area, 
three of eight firms operating were joint ven- 
tures, one with a U.S. firm and two with Tai- 
wanese enterprises. A quarter of the 24 firms 
CDIE interviewed in Guatemala were U. S. sub- 
sidiaries or joint ventures. At leest one began 
operating in the country even before USAID 
agribusiness efforts. Box 4 describes an exam- 
ple of a successful direct foreign investment in 
Uganda. 

Agribusiness programs seem to be more suc- 
cessful as facilitatorsfor sourcing and market- 
ing arrangements between local  and 
international Jirms than as facilitators f i r  di- 
rectforeign investment. PROEXAG, for exam- 
ple, facilitated sourcing agreements between 
33  U.S. companies and more than 100 Central 
American firms, cooperatives, and producer 
organizations from 1986 through 1991. Many 

Box 4. Promising U.S. Direct 
Forei n Investment in 
Ugan 8 an Agribusiness 

In 1990, Agro Management Group Inc., a 
California firm, invested in the production, 
processing, and marketing of pyrethrum in 
Uganda. A daisylike flower that thrives on 
marginal soil, pyrethrum is a natural insec- 
ticide. After conducting a feasibility study, 
the company launched a cash-crop produc- 
tion scheme among small farmers in south- 
west Uganda. It reproduced selected plants 
in nursery beds to develop planting material 
for local contract farmers. It also created its 
own extension service and established nine 
buying centers. 

By the end of 1?93 the company had 3,000 
:ontract farmers with 1,000 acres under cul- 
tivation and a waiting list of 3,000 farmers 
who wanted to join the scheme. Originally, 
:he company made arrangements to process 
:he flowers in Rwanda, but because of politi- 
:a1 uncertainties and civil strife there, the 
5rm now plans to establish its own process- 
ng facility in Uganda. Company officials are 
~ptimistic. 

exporters of vegetable and horticultural prod- 
ucts in Ecuador and Guatemala rely on U.S. 
firms for transnational shipping and marketing. 
In Uganda, the USAID program helped Uvan 
Ltd., a domestic firm, reach an agreement with 
McCormick of Baltimore under which McCor- 
mick would buy cured vanilla beans for several 
years. Also in Uganda, Japanese firms supplied 
silkworms to two local agribusinesses and con- 
tracted to purchase raw silk. In Thailand, many 
agribusiness firms in Lam Nam Oon made 
export agreements with foreign concerns. 

Such offshore sourcing and export market- 
ing arrangements confer on international firms 
the advantages of vertical integration without 
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the risks of direct investment. If arrangements 
falter, they can be terminated without substan- 
tial loss. But if the experience is positive, 
sourcing and marketing arrangements can lead 
to direct investments in production and proc- 
essing. The implications of this are obvious: 
USAID programs should give priority to the 
facilitation of sourcing and marketing arrange- 
ments with international firms rather than to 
the promotion of direct investment, especially 
in politically and economically unstable coun- 
tries that have poor track records in foreign 
investment. 

Officials at international agribusiness firms 
suggested that they would benefit from USAID 
assistance in three areas: (1) the preparation of 
feasibility studies with information on agro- 
ecological systems, crop selection and cultiva- 
tion, technical skills and capabilities, local 
markets, and government policies and regula- 
tions; (2) overseas training of host country 
personnel selected for a proposed subsidiary or 
joint venture (an expenditure they felt should 
be considered a USAID investment in local 
manpower development); and (3) in-country 
training of farmers and, if necessary, extension 
staff. 

Reforming Agribusiness- 
Related Government 
Organizations 

Agribusiness programs also provided assis- 
tance so host governments could rationalize 
bureaucratic procedures for agricultural invest- 
ments and exports, privatize input-distributing 
parastatals, and build capabilities for policy 
analysis. The premise underlying such assis- 
tance was that the appropriate ro!e for govern- 
ment was not to  engage in agricultural 
processing, marketing, or input supply, but to 
create a policy and regulatory environment 

conducive to the growth and expansion of agri- 
business. 

USAID eflorts to simplfi streamline, and 
rationalize bureaucratic procedures and regu- 
lations governing agribusiness have been mod- 
estly srrccessful. In four case-study countries, 
Ecuador, Guatemala, Sri Lanka, and Uganda, 
USAID was instrumental in reducing the num- 
ber of unnecessary and unproductive rules and 
regulations, upgrading the technical capabili- 
tics of regulatory agencies, and even promoting 
"one-stop windows" for foreign investments 
and expork6 (Box 5 describes a successful 
experience in Ecuador.) But the process tended 
to be painfully slow and uncertain, except when 
host governments were committed to reform. 
The experience of many other USAID-sup- 
ported projects has been less than encouraging. 

Box 5. Rationalizing Govern- 
ment Regulations in Ecuador 

Until mid-1992, Ecuador's regulatory re- 
gime stifled exports. Shippers were required 
to fill out 40 forms and to submit multiple 
copies of them; to get 254 signatures; to get 
permits from several agencies, including the 
Central Bank, the Ministries of Agriculture 
and Commerce, and the Customs Agency; to 
undergo many inspections; and to comply 
with detailed certification procedures. Ac- 
cording to a USAID study, exporters had to 
spend an average 138 hours per shipment to 
comply with these requirements. USAID- 
supported programs and producer and mar- 
keting organizations played a major role in 
getting these procedures simplified. 

6 Such efforts often fell undcr USAID cfforts to promote the private scctor, which wcre not aimed only at agribusiness. 
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Programs in Cameroon and Bangladesh 
show that USAID efforts can succeed in privat- 
izing the supply of inputs, marketing, und dis- 
tribution. In both cases, USAID aimed to 
dismantle existing government structures 
rather than strengthen them. Cameroon abol- 
ished FONADER, the parastatal responsible 
for administering a subsidized fertilizer sales 
program. Bangladesh downsized BADC and 
relieved it of its responsibility for fertilizer 
distribution. The political commitment of the 
U. S. and host governments and a focused inter- 
vention strategy contributed to the success of 
these interventions. So did Bangladesh's firm 
assurance-designed to diffuse labor resis- 
tance-that BADC employees would not lose 
their jobs. The entire Cameroon government 
was already bankrupt and unable to pay 
FONADER salaries, so it was relatively easy 
to dismantle that parastatal. 

USAID attempts to foster sustainable gov- 
ernment institutions that provide support serv- 
ices to agribusiness have been less successful 
than eflorts at regulatory reform and privatiza- 
tion. Whether newly created government struc- 
tures-especially to build those policy analysis 
capabilities-are sustainable is an open ques- 
tion. Their future is clouded by inadequate 
resources, interagency rivalries, and some- 
times lack of political support. The case of 
Uganda is instructive. The USAID agribusi- 
ness program there helped establish two units, 
the Export Policy Analysis and Developnent 
Unit (EPADU) and the Uganda Investment 
Authority (UIA). Whereas EPADU conducted 
policy studies on issues related to exports, UIA 
regulated and promoted investment. Operating 
costs for these units are covered almost entirely 
by external donors, mostly USAID. Several 
highly qualified key expatriate staff are also 
financed by donors. Local staff are generally 
paid "living salaries" several times higher than 
civil servants would earn. Without donor sup- 
port, these organizations would probably be 
unable to attract equally competent staff, given 
the government's salary structure and poor 
working conditions. Similarly, the case studies 
on Ecuador, Guatemala, and Sri Lanka found 

that newly created or revitalized government 
institutions might not remain effective when 
USAID assistance ended. 

Development programs ofre11 underestimated 
the obstacles to reform posed by a widespread 
propensity for rent-seeking by entrenched bu- 
reaucratic interests. Efforts to simplify bureau- 
cratic procedures or dismantle old structures 
met with remarkable resistance from the af- 
fected organizations. Cumbersome procedures 
allowed government officials to engage in rent- 
seeking. Consequently, their officials viewed 
reform as a threat and undermined it. 

Reformed or newly craf ' o government or- 
ganizations may not be oork . institute change 
and ongoing reform. Unless pressure is exerted 
by outside political constituencies, such as  pro- 
ducer and processor organizations, new or re- 
formed organizations stagnate, behaving much 
like other government organizations (CDIE 
1990). Often, highly qualified expatriate staf- 
fers initiate change and, once they leave, the 
impetus for change disappears. There are, how- 
ever, grounds for optimism. In countries such 
as Ecuador and Guatemala, where reform has 
contributed to the growth of agribusiness, a 
constituency of reform-oriented groups has 
been able to exert pressure on the government. 

Creating and 
Strengthening Private 
Sector Support 
Organizations 

USAID programs have helped create and 
strengthen private sector support organiza- 
tions, such as membership-based associations 
of agricultural producers, processors, and ex- 
porters, as well as service organizations that 
help agribusiness enterprises. USAID provided 
training, technical assistance, and financial re- 
sources so  these organizations could articulate 
the interests of the agricultural and agribusi- 
ness sectors and provide needed services. 
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Private sector support organizations have 
been able to institutionalize their functions and 
are emerging as powerful voices to articulate 
members' interests and to mobilize support for 
institutional reform. !n both Ecuador and Gua- 
temala, such organizations were instrumental 
in changing government policies and regula- 
tions. The establishment of "one-stop win- 
dows" in Guatemala ,  fo r  example ,  is 
attributable partly to efforts of GREMIAL. 
The guild's lobbying was also a factor in the 
dissolution of a government-owned shipping 
company that provided no services but imposed 
taxes on other transport purveyors. Export 
cargo handling in the Guatemala City airport 
was also privatized as a result of guild com- 
plaints, and the new setup permitted much 
more efficient handling of perishable products. 
Trade organizations also share credit for the 
streamlining of cumbersome rules and regula- 
tions governing agricultural exports from 
Ecuador (see Box 5). 

In many Latin American countries, exporter 
organizations successfully provided stand- 
ardized services to their members-organizing 
trade fairs, for example, disseminating infor- 
mation on export markets (and even on produc- 
tion technology), and giving them access to 
trade publications and directories. According 
to a CDIE study (McKean and Fox 1994), 
GREMIAL, Council for Agribusiness Coop- 
eration and Coinvestment in the Dominican 
Republic (JACC), and FEPROEXAH in Hon- 
duras were able to deliver high-quality services 
to meet members' needs. But the assessment 
found that membership organizations were not 
good at providing customized services for their 
members. Exporter organizations in Latin 
America were not effective in solving firm-spe- 
cific or crop-specific production problems that 
required technical expertise and resources. The 
reason was simple. Such organizations must 
have a broad-based membership to support the 
resources and expertise they need, but having 
a broad-based membership means they must 
focus primarily on problems and issues of in- 
terest to most, if not all, members. Individual 
members see no reason to subsidize services 

provided only to select groups within the mem- 
bership. 

Realizing that export promotion federations 
were not viable channels for customized assis- 
tance to agribusiness firms led PROEXAG to 
review its earlier strategy. PROEXAG manage- 
ment discovered that the high cost of maintain- 
ing specialized staff prevented the federations 
from addressing the crop- and firm-specific 
problems that individual firms faced. So PRO- 
EXAG itself identified priority crops and be- 
gan giving agribusiness firms customized help 
solving technical and marketing problems. 
Similarly, USAID recognized that FEDEX- 
POR, which coordinated the first phase of the 
Ecuadorian agribusiness program, was not in a 
position to provide customized technical assis- 
tance while it had other administrative respon- 
sibilities. USAID converted FEDEXPOR into 
a nonprofit organization under the umbrella of 
the Ecuador Foundation, so that, i t  could pro- 
vide assistance directly to firms and farmers. 

Growth in 
Nontraditional 
Agricultural Exports 

Most USAID agribusiness programs focused 
on increasing high-value nontraditional agri- 
cultural exports. There were several reasons 
for this. First, domestic and regional demand 
for agricultural products was limited, and pro- 
grams that increased commercial production 
would quickly saturate local markets. Second, 
attempts to increase the domestic value-added 
of agricultural products were largely unsuc- 
cessful because most developing countries 
could not easily compete with efficient proces- 
sors in developed countries. Third, the 1980s 
was a period of declining terms of trade for 
traditional agricultural exports, including cof- 
fee, cocoa, sugar, cotton, and palm products. 
With those trends likely to continue, alterna- 
tive sources of foreign-exchange earnings were 
needed. And wealthy consumers in other coun- 
tries sought nontraditional crops year-round. 
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Finally, many high-value, nontraditional crops 
were highly labor-intensive, and some could be 
produced more efficiently by small farmers 
than on large commercial farms. 

Performance varied greatly among the five 
case-study programs where growth of nontra- 
ditional agricultural exports was a major objec- 
t ive. In t he  per iod  covered by USAID 
programs, nontraditional-export revenues in 
Guatemala and Ecuador increased from near 
zero to $60 million and $70 million, respec- 
tively. At the other extreme, high-value nontra- 
ditional-export sales increased only $5 million 
in Uganda and only slightly more in Sri Lanka. 
Thailand was a special case because it was 
becoming a world leader in agricultural exports 
during the period of USAID intervention. Its 
agricultural exports grew from $3.7 i.il!ion in 
1980 to $12.7 billion in 1992. Although the 
Lam Nam Oon program had a significant im- 
pact on several thousand farmers, its impact on 
national nontraditional-export sales did not ex- 
ceed $5 million. 

Several factors were important in determin- 
ing the volume and rate of growth of nontradi- 
t i ona l  expo r t s :  the  g ~ ~ i e r a l  economic  
environment; the infrastructure base, both 
physical and institutional; political stability; 
the regulatory environment; and the strength of 
the entrepreneurial class. In Thailand the dra- 
matic growth in agribusiness investment re- 
flects that country's high level of infrastructure 
developinent and favorable economic policies. 
In Guatemala and Ecuador, sustained growth of 
nontraditional exports was linked to increased 
political stability, improved macroeconomic 
policies, and investments in infrastructure. In 
Uganda, nontraditional-export activity, though 
still low, rose considerably when the political 
situation stabilized, macroeconomic policy re- 
forms were implemented, and the government 
started to rehabilitate the nearly demolished 
infrastructure base. 

Even when external factors are considered, 
however, one can see that USAID agribusiness 
programs made a difference, especially in Gua- 
temala and Ecuador. USAID programs not only 

helped agribusinesses directly in technology 
and market developrncnt, but they also signiii- 
cantly influenced the regulatory environment 
that affected nontraditional exports. USAlD 
convincingly dernonstratcd the costs of inap- 
propriate and excessive regulation and the 
benefits of reform. 

Similar efforts cre made in Ski Lanka and 
Uganda, but because general economic condi- 
tions werc less favorable, the effects were more 
modest. Ugandan agribusinesses benefited 
consicleriibly from direct USA1iD assistance, 
but their response was limited because of ad- 
verse produ.ction and marketing conditions that 
could not be ameliorated in a Cew years. In Sri 
Lanka a major reason for 'USAID's limited 
success was the program's Locus on the Ma- 
haweli area, a remote region with little physical 
infrastructure and few supporting institutions. 
The national growth rate for Sri Lanka's non- 
traditional agricultural exports was low, and 
the Mahaweli region, accoimted for only a tiny 
portion of that growth. The country study 
shows, however, that USAID helped Sri Lankzn 
leaders recognize the importance of nontradi- 
tional exports and begin identifying and ad- 
dressing the main constraints on growth. 
l\Jontraditional exports are beginning to grow 
in Uganda and Sri Lanka as a result of USAID 
programs, but it will br: many years before the 
volume matches levels in Guatemala and Ecua- 
dor, much less Thailand. 

A final point should be made about USAID's 
fc~cus on nontraditionid exports. One reason for 
focusing on nontraditionals rather than on tra- 
ditional crops was that the terms of trade were 
moving drastically against traditional products, 
and the declining trend in earnings was not 
likely be reversed. In retrospect, the hope that 
nontraditional exports could go far to replace 
the foreign exchange earnings of traditional 
crops proved unrealistic. In Guatemala, nontra- 
ditional-export sales grew by $60 million, but 
export earnings from traditional crops dropped 
by over $1 billion because of sharp declines in 
world prices for coffee, cotton, and sugar. The 
situation is similar in Ecuador and, to a lesser 
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degree, in Uganda. Exports of traditional agri- tu rd  exports was so  high and the numbor of 
cultural products in Uganda declined by $150 producers so great that even a small increase 
million from 1986 through 1992, while exports in the rate of growth or a small reduction in the 
of high-value nontraditionals increased by $5 rate of decline had more impact on farmer 
million. The assessment found that, in all these incomes than dramatic increases in nontradi- 
countries, the volume of traditional agricul- tional exports, especially in the short run.' 

7 In Uganda, sales of low-value nontraditional agricultural exports significantly exceeded those of high-value 
nontraditionals. 
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I n this section, we explore the impact of the 
case-study agribusiness programs on em- 

ployment and income, small farmers, women, 
and the environment. 

Effects on Employment 
and Income 

How agribusiness programs affect income 
and employment can be analyzed at three lev- 
els: agribusiness enterprises (including coop- 
eratives), the farm, and related commercial and 
industrial enterprises (related to but distinct 
from agribusiness), which grow as a result of 
value-added processing and marketing. Coun- 
try studies provide partial data on all these 
levels. 

Fimt-/eve/ effecfs 

Employment in agribusiness firms has 
grown during the life of agribusiness pro- 
g r a m ~ . ~  In Bangladesh, with the privatization 
of fertilizer distribution, 45,000 additional 
jobs were created in the agricultural input sup- 
ply sector. In nontraditional agricultural ex- 
ports aloae, Ecuadorian and Goatemalan firms 
employed an estimated 16,448 and 8,400 peo- 
ple, respectively. In Lam Nam Oon, Thailand, 
agribusiness firms employed 145 people, but 
the number of employees in agribusiness proc- 
essing and marketing countrywide tallied in the 
thousands. Cameroon, Sri Lanka, and Uganda 
enjoyed only modest expansion of employment 
in agribusiness firms. 

The proportion of wonten entployed in agri- 
business was usually slightly lower tltart that of 

8 The average number of employees in agribusiness enterprises varied considerably among case-study countries. In 
surveys undertaken by case-shldy teams of regions covered by USAID programs, the figure was lowcst in the threc 
Asian countries, Bangladesh (lo), Thailand (IS), and Sri Lanka (22); it was highest in thc two Latin American 
economies, Ecuador (146) and Guatemala (266). Cameroon and Uganda fell in between. In this sample, the average 
Latin American firm employed 7 to 26 times as many people as the average Asian firm. Why such a big difference? 
Many of the Latin American firms vertically integrated the cultivation, processing, and marketing of nontraditional 
exports. In Asia most of the sample firms only proccsscd and markctcd agricultural commodities. Many firms in  
Ecuador and Guatemala also grew at least somc of their own farm products. 
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men, although there were country- and region- 
specific variations. The Ecuador case study 
reports, for example, that "63 percent of the 
firm-level full-time workers were women in the 
highland mountains, whereas only 37 percent 
of these workers were women in the coastal 
areas. For seasonal workers, 48 percent were 
women in the highlands and 40 percent were 
women in the lowlands." In Guatemala 49 
percent of full-time and 45 percent of part-time 
employees in processing plants were women. 
Among agribusiness firms in Sri Lanka, Thai- 
land, and Uganda, the proportion of female 
employees ranged from 20 percent to 50 per- 
cent. No statistical data were available for 
Bangladesh, but the proportion of women em- 
ployed in fertilizer distribution was undoubt- 
edly low because of cultural and economic 
barriers. 

Wages varied with the size, ownership, and 
location of agribusinessfirms. Working condi- 
tions, including wages, in foreign subsidiaries 
and international joint ventures were usually 
better than in wholly domestic operations. 
Large established firms, especially in Ecuador, 
Guatemala, and Sri Lanka, tended to pay 
slightly more than their smaller counterparts. 

Urban workers in agroprocessing units typi- 
cally enjoyed better terms of employment than 
workers in comparable semiurban or rural 
units. Despite agribusiness owners' typical 
contention to the contrary, there is eonsider- 
able evidence that firms paid women less than 
men for comparable work. Except in foreign 
subsidiaries and joint ventures, women were 
usually paid 10 to 15 percent less than their 
male counterparts in processing (Glover and 
Kusterer 1990). 

Fann-level effects 

The main eflecls of agriblrsiucss pt.ogr.urns 
on e~nployntent and income were ,/dr no t  in  
agribusiness firms but 4 1 1  agricrrll~rral Jhrats. 
The growth of agricultural processing and mar- 
keting, especially for export, generated de- 
mand for new species and improved varieties. 
Usually these crops were far mor,: labor-inten- 
sive than traditional crops (see Figure 1). Non- 
traditional crops produced in Sri Lanka's 
Mahaweli region required from 2.5 to 5.0 
times the labor of paddy, per hectare. Simi- 
larly, nontraditional crops grown in Guatemala 
absorbed between 2.8 and 1 1.4 times the labor 
of corn or beans, per hectare. In Bangladesh 

Figure 1. Person-Days Needed for Alternative Crops 

Person-days per hectare 
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Figure 2. Increased Farm Household Revenue 
In Lam Nam Oon 

I Average household revenile (baht) 

Dry Season Year 

l m ~ v e r a ~ e  household revenue (for processing) mAverage household revenue (seed)] 

Source: CDlE survey data. 

high-yield paddy required 26 more person-days 
per acre than the traditional variety, during the 
wet season. The new labor-intensive crops in- 
creased the demand for farm labor, which was 
filled by either household or hired labor, alle- 
viating problems of rural underemployment and 
unemployment. 

The increased demand for farm labor also 
tended to raise rural wages. Farm wages in- 
creased in Thailand's Lam Nam Oon area, for 
example, once farmers began cultivating export 
crops and seeds. Wages and working conditions 
improved modestly in the gherkin-producing 
areas of Sri Lanka. In Ecuador and Guatemala, 
the rapid expansion of nontraditional export 
activities also boosted rural wages. 

The income of farmers producing new or 
improved varieties of crops increased in the 
case-study countries for at least three reasons. 
First, returns on nontraditional crops were in- 
variably higher than those on traditional crops. 
For example, a study conducted in Sri Lanka 
during the maha season, with its unpredictable 

rainfall, showed net returns on chili and red 
onions to be more than 2.5 times those on 
traditional paddy. The return on gherkins was 
four times as high as the return on paddy.g The 
story is similar in other countries, especially 
for export crops. Moreover, many nontradi- 
tional crops generated additional income be- 
cause they were grown during the dry or 
off-season, when crops had traditionally not 
been cultivated. In Lam Narn Oon, for exam- 
ple, cash crops were grown during the dry 
season, so farmers could continue producing 
traditional crops during the wet season. 

Finally, there were productivity gains be- 
cause of improvements in technology or the 
availability of agricultural inputs. In Bangla- 
desh, for example, the cultivation of high-yield 
paddy increased farmer profits 35 percent. The 
expansion of agricultural processing and mar- 
keting fostered higher incomes among linked 
independent farmers in Thailand and Guate- 
mala. Incomes increased among the farm 
households surveyed (see Figure 2). Box 6 

9 The net returns on irrigable land for maha season paddy, chili, red onion, and gherkin were $356, $903, $968, and 
$1,405, respectively. 
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Box 6. Two Small-Scale Farmers' Stories 

Thailand 
In 1989 !%in Nukum started contract farming for NACO, a private Thai consortium. After 2 

years, he switched to the Thai Soon firm. The first year, he planted 2 rai (0.32 hectare) of tomatoes 
for processing and earned a net profit of 1,000 baht. The next year, his net profit was 18,000 
baht. The third year, he increased his planted area by 50 percent and netted 35,000 baht, or 35 
times his first-year profits. With the additional income, the family was eating better, Nukum had 
bought a television and an electric fan, and he planned to buy a hand tractor. He was also saving 
to build a house. Asked what life was like in the past, he replied: "I cannot explain how bad it 
was. We were poor just like any other family." 

Guatemnla 
Marcos Bajan, a small-scale highland farmer, prospered after introducing two new crops in 

1985: he purchased an additional half hectare, rented another half hectare, and hired seven more 
farm workers. Bajan snys he and his wife make decisions jointly. They can now buy meat 
regularly; they recently improved their house and purchased a pickup truck. 

The Bajans are particularly successful, but thousands more small farmers in the cooperative 
Cuatro Piiios have benefited from new crops. The cooperative, which processes members' snow 
peas and broccoli, now numbers 2,000, up from 650 in 1985. Co-op members have invested it1 

both land and housing. For the most part, smell farmers have purchased land from larger farms. 
In general, farmers with more than one hectare have reduced their landholdings and those with 
less land have increased theirs. As for living conditions, 70 percent of members in 1985 had 
homes of cane or wood. That figure dropped to 15 percent in 1991, as most membcrs put up 
sturdier walls of brick from local kilns. 

.,es individual contract farmers' experi- 
&aces in Thailand and Guatemala. 

Related finn-level effects 

With the growth of agroprocessing and mat - 
keting, new industrial and service firms 
emerged in case-study countries, particularly 
in Ecuador, Guatemala, and Thailand. Firms 
involved in packaging, advertising, transport- 
ing, shipping, and accounting sprang up, cre- 
ating off-farm, often urban, employment 
opportunities. Although these firms were es- 
tablished with a view to exports, they also 
began to serve the domestic processed-food 
market. 

USAID agribusiness programs contributed 
to the growth of employment and income in the 
seven countries studied. Beneficiaries included 
farmers, agricultural workers, employees of 
agribusiness firms, and workers in related in- 
dustrial and service firms (see Box 7). 

Benefits to Small Farmers 

Did small farmers benefit from USAlD ag- 
ribusiness programs? It is commonly believed 
that small farmers lack the resources to capi- 
talize on economic opportunities opened by 
agribusiness programs and hence do not benefit 
from Agency interventions. 
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Box 7. A ribusiness Programs 
Create fi Farm Employment 

Bangladesh 

Privatization increases the availability of 
fertilizers, which was an essential element 
of the new high-yielding variety technical 
package. About 2 million hectares were 
brought under cultivation in the wet season 
and 1.7 million more hectares in the dry 
season. USAID estimates that this translates 
into 1.69 million new farm-level, full-time 
equivalents (240 8-hour days). 

Ecuador 

Field surveys tally 20,677 people work- 
ing for the 54 firms interviewed in the high- 
land area and 32,750 working for 19 firms 
in the coastal area, or a total of 53,427 
working for 73 firms. 

Guafenrala 

The Guatemala team estimates 14,000 
jobs in agribusiness firms, 21,000 full-time 
job equivalents in agricultural production, 
and perhaps 5,000 in firms supplying agri- 
cultural inputs, for a total of about 40,000. 
When the project began in i978, only about 
4,000 people were employed in the sector. 
Thus, the USAID projects were associated 
with a 10-fold increase in sectorai employ- 
ment in the last 15 years. 

Sri Lanka 

In Mahaweli, !he number of contract 
farmers producing nontraditional export 
crops increased more than sixfold (from 975 
to 6,224) in 4 years. 

Thailand 

In Lam Nam Oon, new managed-produc- 
tion schemes created about 600,000 new 
person-days of work (2,400 full-time 
equivalents) in 1991, a year of particularly 
active cropping. 

Five case studies that addressed this ques- 
tion concluded that smallltolders have been 
major beneficiaries of USAID programs. In 
Bangladesh, 61 percent of the farmers who 
used fertilizer and now receive more reliable, 
responsive servioe Gwn less than 1 hectare. In 
Guatemala, small highland farmers increased 
their incomes by cultivating nontraditional 
crops. In Guatemala, the production of nontra- 
ditional crops actually improved the distribu- 
tion of income. The bottom quartile (by 
income) received no less than one eighth of the 
value-added for each nontraditional crop. far 
more than the quartile's 3 percent share of 
GDP. That is, bottom quartile shares of value- 
added averaged 18 percent, ranging from 12 
percent (for r.ielons) to more than 50 percsnt 
(for snow peas); shares for broccoli, Brussels 
sprouts, cut flowers, and minivegetables also 
ran somewhere between 12 and 50 percent. 

Similarly, in Sri Lanka's Mahaweli area, 
practically all nontraditional crops were pro- 
duced by small farmers, as all farmers own 
roughly the same amount OF land and none have 
large holdings. In the Lam Nam Oon area of 
Thailand, although the size of landholdings 
varies, smallholders fully participated in the 
cultivation of seeds and crops for agroprocess- 
ing. Firms decided to contract for no more than 
2.4 and no fewer than 0.4 acres per farm 
family. This included nearly all households. 
Even landless workers could rent land from 
their neighbors and join the ranks of outgrow- 
ers. In Uganda, too, most producers of nontra- 
ditional crops were smallholders. 

Contract farming enabled smallholders to 
participate in, and benefit from, USAIL) agri- 
business programs in many countries. Under 
the contract farming system, farmers agree to 
plant specific crops and to sell a fixed share (if 
not all) of their produce, at a preset price to a 
contracting agribusiness (Minot 1986; Roy 
1972). Country studies show contract farming 
as the key link between agribusinesses and 
small farmers. In Lam Nam Oon, the number 
of households farming under agribusiness con- 
tracts increased from 788 in 1986-87 to 6,504 
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in 1992-93. In the Mahaweli area of Sri Lanka, 
the number of contiact farmers increased more 
than sixfold in 4 years: from 975 in 1990 to 
6,224 in 1993, asd even more farmers wanted 
to participate. Contract farming has prolifer- 
ated in Guatemala, where the CDIE survey 
team found that 11 out of 13 vegetable-process- 
ing firms used contract farming to get crops for 
processing and export. Contract farming of 
nontraditional crops has been growing in Ecua- 
dor as well. Even in Uganda, where agribusi- 
ness was in its infancy, a few high-value export 
crops were grown through contract farming. 
Vanilla was cultivated by 3,000 small farmers 
under contract to a local firm that sbpplied the 
vanilla to McCormick, a major U.S. :pice re- 
tailer. 

Many factors explain why agribusiness firms 
increasingly prefer to sign contracts with 
smallholders. For one thing, agribusiness firms 
usually get better terms from small farmers, 
who are willing to accept lower profit margills 
and do not calculate household labor at market 
prices. Because of their high management and 
labor costs, especially for labor-intensive 
crops, agribusinesses and other large farmers 
often find it difficult to compete with small 
farmers. Moreover, large firms (foreign or do- 
mestic) have learned the political advantage of 
dealing with small farmers: ihey gain legiti- 
macy and are spared political protest. Often, 
of course, firms have little choice because of 
locai regulations and institutional arrange- 
ments. Countries that have ceilings on the size 
of agricultural holdings (Sri Lanka, for exam- 
ple) do not have large farmers. Sometimes 
agribusiness firms come under pressure frcm 
the government and international donor agen- 
cies to contract out to small farmers. Most 
important, however, firms have learned that if 
technology is standardized and agricaltural in- 

puts are available, small farmers can be the 
most efficient producers. l o  

Historically, there has been a shift from 
large farmers to smallholders in the production 
of horticultural exports (Islam 1990). In many 
countries, export horticulture was initiated by 
large expatriate farmers. In Kenya, for exam- 
ple, British trnd Asian settlers pioneered horti- 
culture; French settlers launched export 
horticulture in the Ivory Coast. In each case, 
foreigners joined cultivation with processing 
and exports, and they favored large estates. But 
gradually production was separated from proc- 
essing and marketing. Instead of producing 
horticultural cmps, export firms began con- 
tracting with a few large farmers. Over time, 
many exporters realized it was risky to depend 
on only a few suppliers. Often large farmers 
could not supply the entire market, and 
charged higher prices than small farmers. Pro- 
duction technology also became standardized 
for many crops. For these reasons, export firms 
began to contract with a large number of small 
farmers for many horticultural products." 

Conditions for small farmers producing new 
or improved varieties of agricultural commodi- 
ties for agribusiness Jirms ltave undoubtedly 
inrproved, but largeltolders have also beneJited 
from USAID interventions. Not all nontradi- 
tional crops promoted by USAID agribusiness 
projects are suitabic for smallholder contract 
farming. For export commodities that are tech- 
nology- and resource-intensive, large farmers 
and firms enjoy advantages over small produc- 
ers. In both Ecuador and Guatemala, for exam- 
ple, agribusiness firms that export melons, 
seeds, flowers, and ornamental plants tend to 
grow their own products, presumably to ensure 
standardized quality and volume. The same was 
true for cut flowers in Uganda. For many ex- 

lo The Bangladesh case study, for example, shows that farmers with less than 1 hectare are the most productive in paddy 
cultivation. 

I I In the same way, largt: farmers were the first to adopt high-yield wheat varieties, and small farmers gradually followed 
suit. The diffusion of modern rice technology in Southeast Asia follows Ihe same panern (Hayami and Herdt 1977). 
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port crops, economies of scale favor large 
farmers, so there is little scope for contract 
farming with smallholders. 

Impact on Women 

Women constitute a negligible minority of 
agribusiness owners in the CDIE case studies. 
In most of the case-study countries, no major 
agribusiness firms appeared to be owned and 
managed by women. Only in Guatemala were 
two in a sample of 22 firms owned by women. 
However, in many of these countries women 
did hold senior management positions and had 
minor equity participation in agribusiness. 

How can this be true when women play such 
a major role in marketing and processing of 
agricultural commodities in many parts of the 
world (Spring and Trager 1988; Blumberg 
1'989)? Part of the reason is that female entre- 
preneurs typically operate in the informal sec- 
tor, and, except for Sri Lanka, agribusiness 
interventions among case-study countries did 
not focus on the informal sector where women 
entrepreneurs are most active (as small retail- 
ers and home-based processors, for e ~ n a p l e ) .  
A more important reason is the discii~nination 
women encounter all over the dewhk ing  
world. Historically, women in developing 
countries have limited access to the ownership 
of agricultural lands and other productive as- 
sets. So even if lending policies were not ex- 
pllcIf!y gender biased, women would not have 
collateral against which to borrow money. As 
business owners, they suffer from limited ac- 
cess to institutional credit, despite evidence 
that women are better credit risks than men 
(Blumberg 1985; Blumberg 1989; Lycette 
1984; Timberg 1988). 

Barriers to land ownership explain the un- 
derrepresentation of women among contract 
farmers. In Sri Lanka, for example, all the 
initial allotments of land in the Mahaweli set- 
tlement scheme were registered to men. A 
woman received land only if the male owner 
died after allotment or on special concessions. 
Consequently, only 3 to G percent of farms in 

Sri Lanka were formally owned by women. 
Similarly, men owned nearly all the farm land 
in Ecuador and Guatemala, so women held 
only 2 to 4 percent of farming contracts. How- 
ever, de facto ownership by women is higher 
because of the migration, illness, and death of 
male householders. For example, in Uganda, 
where women accounted for only 16 percent of 
farmholders, the percentage of women farmers 
cultivating vanilla, silk, or flowers reached far 
higher levels (between 30 and 50 percent). 

Growth in the agribusiness sector has indeed 
generated employment opportunities for 
women. Women benefited not from ownership 
but from employment in agribusiness firms and 
on contract farms as well as from unpaid work 
on farms owned by male members of their 
household. In the case-study countries, be- 
tween 30 and 50 percent of employees in agri- 
business firms were women. More important, 
they were employed by other farmers or worked 
on farms owned or rented by their households. 
Women were needed as agricultural workers 
for nontraditional crops partly because cash 
crops were labor-intensive and partly because 
wl=;;;ea were considered more skillful than men 
at certain agricultural tasks. The country study 
for Thailand, for example, explains that mem- 
bers of the household work together in plant- 
ing, spraying, and so forth, but that "women 
and teenagers pollinate for the household" as 
they are supposed to have "better eyes and 
more nimble hands." In Ecuador and Guate- 
mala, women are preferred in the flower indus- 
try because of the widespread belief that they 
tend flowers better than men. 

As one consequence of expanding employ- 
ment, women's workloads are getting heavier. 
More work on farms or more employment in 
factories does not typically mean that women's 
traditional household responsibilities decline 
significantly. Rather, women continue to be 
responsible for cooking, washing, child care, 
and other household chores. Whenever they get 
extra help it is usually from young girls or old 
women in the household, not from men. The 
traditional role of men is also changing, but 
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slowly. Women's problems with overwork, es- 
pecially domestic drudg:work, may diminish 
somewhat as their increased purchasing power 
enables them to buy simple productivity-en- 
hancing appliances (such as fuel-efficient 
stoves) and partly processed foods (such as 
milled grains). Indeed, this is happening in 
many case-study countries. 

At the same time, women seem to like the 
impersonal, bureaucratic structure of many ag- 
ribusiness firms, and the opportunity to work 
alongside other women has given many women 
new confidence. Glover and Kusterer (1990) 
report: "The women in Guatemala had gone on 
strike in the plants' early days of operation, and 
in Peru they held a sit-down strike that lasted 
for weeks. Ironically, it is a testament to the 
self-confidence and personal empowerment 
brought out by these jobs that women were able 
to act so strongly when they felt that specific 
grievances warranted action." This generaliza- 
tion is valid, however, only for women working 
in large, modern agroprocessing facilities. 
Women tend to earn less than men and have less 
power (see Box 8), yet they seem glad to have 
their foot in the door to paying work. Box 9 
contains excerpts from interviews from USAID 
case studies. 

Effects on Environment 
and Health 

Chemical pesticides are used, and misused, 
intensively in the cultivation of high-value cash 
crops, including nontraditional export crops. 
The most obviou!; reason for intensive use of 
chemical pesticides is probably the farmers' 
common belief that i t  is "essential for meeting 
the phytosanitary standards, quality require- 
ments, and yield goals for foreign markets" 
(Thrupp 1994). This problem is aggravated by 
the demand for blemish-free produce in indus- 
trial nations. The indiscriminate application of 
pesticides often creates a vicious cycle in which 
increased use is followed by still greater appli- 
cation: pesticides destroy both nontarget or- 
ganisms and natural-enemies of several pests 

Box 8. Women Employment in 
Agribusiness Firms 

A 1993 Ecuadorian survey of 160 women 
(120 working of: plantations and 40 working 
in processing plants) showed that 70 percent 
of the women on plantations earned $33 to 
$67 a month. Monthly earnings were higher 
in processing plants: $68 to $101. The ma- 
jority of women on plantations and a minor- 
ity in plants did not enjoy basic rights and 
benefits. W~rkers '  organizations did not ex- 
ist in many firms surveyed. As expected, 
higher positions were reserved for men. But 
despite tough working conditions and low 
wages, about 60 percent of respondents did 
not want to give up their jobs. Most of them 
used their earnings to supplement family 
income. 

The survey was conducted by CEPLAES 
(Centro de Planificaci6n y Estudios So- 
ciales) with the support of the World Re- 
sources Institute and Universidad San 
Francisco de Quito. Most of the women were 
very young: in the processing plants 73 per- 
cent were under 24, and 60 percent of the 
women on plantations were under 29. 

that keep them in check. Some pests also be- 
come immune to pesticides, and farmers react 
by increasing the frequency and amount of 
application. The misuse of pesticides can be 
disastrous for a region. For example, the green- 
house whitefly has become highly resistant to 
pesticides in the Costanza Valley of the Do- 
minican Republic. And now the vallcy docs not 
have a natural-enemy complex to attack the 
greenhouse whitefly (Murray and Hoppin 
1992). 

Ignorance of safe procedures for applying 
pesticides and weak public regulation com- 
pound the problem of overuse. Many countries 
have not set clear standards and procedures for 
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Box 9. Perceptions About 
Programs' Effects on Women 

"Because most of the pollinators are 
women, more than 50 percent of our 
s ta f f  a r e  women. Although hir ing 
women is not a company policy, it just 
works out that way when we seek the 
most capable staff." 

Thai agribusiness manager 

"Of course, the economic lot of women 
who can get work in agribusiness firms 
or commercial farms is better than those 
who work on paddy farms. But you 
should know, women get better pay in 
garment factories established in Ma- 
haweli." 

Sri Lankan agricultural econonrisl 

"Yes. Their workload has increased. So 
what? If you ask women to choose be- 
tween outside work or no work at all, all 
will invariably prefer employment. 
They live in abject poverty, and what- 
ever little money they earn makes a dif- 
ference in their lives." 

Sri Lanka program staff member 

"We are concerned with families, and 
not women alone, and families have no 
doubt benefited tremendously." 

Woman manager of a Thai firm 

"You should not underestimate the 
change in the attitudes, beliefs, and be- 
havior of women when they get employ- 
men t  in  t he  fo rma l  s ec to r .  They  
invariably become more independent 
and self-reliant. Employment in agro- 
processing units transforms women as it 
transforms agricultural commodities." 

USAID agribusiness specialisi 

the use of toxic pesticides. Even when guide- 
lines exist, they often are not effectively com- 
municated to farmers and workers. What's 
more, the guidelines may involve procedures 
and equipment many farmers are likely to con- 
sider too costly. Inspection and monitoring are 
almost nonexistent in many developing coun- 
tries. Labeling and packaging tend to be inade- 
quate and inappropriate, technical advice is 
often in a language few farmers understand, 
and dosages are often not fully spelled out. 

When some chemical pesticides are applied 
excessively or too close to harvest time, resi- 
dues above acceptable levels accumulate in 
foods. Many pesticides are not permitted to 
enter the U. S. market at any level. Most itti Jort- 
ing countries have stringent standards fc pes- 
ticide residues, so entire crops can be r'jocted 
by inspecting authorities, resulting in serious 
losses to farms and farmers. In many Latin 
American countries, the problem of pesticide 
residue has become a major issue. The deten- 
tion and rejection of Guatemalan produce has 
been common over the past 10 years. A 4- 
month prohibition on the export of Guatemalan 
snow peas was imposed in 1993 because of the 
heavy incidence of detentions. 

The situation is less serious in Ecuador and 
other Latin American countries but cannot be 
ignored. For example, the United States re- 
jected Ecuadorian shipments of string beans in 
1992 and of strawberries in  1993. Between 
1985 and 1992, 10 shipments of Ecuadorian 
products were rejected at U.S. ports for con- 
taining excessive pesticides. As for the Do- 
minican Republic, the problenrs of pest 
interceptions and import detentions have been 
so severe that the country is currently under 
automatic detention status, in effect raising the 
cost of marketing the country's agricultural 
exports (Byrnes 1993). Comparable data are 
not available for Sri Lanka, Thailand, and 
Uganda, where pesticide residues in nontradi- 
tional exports were apparently not a major 
problem. 

The growing use of pesticides also poses a 
serious threat to the health of many farmers 
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and agricultural workers. Direct exposure to 
these poisons results in many harmful condi- 
tions, including allergies, birth defects, cancer, 
and skin and nerve damage. In 1985, the World 
Health Organization estimated that 3 million 
people were poisoned by pesticides each year, 
resulting in 220,000 deaths and 37,000 inci- 
dents of chronic long-term disease. A 1990 
study estimates that 25 million agricultural 
workers suffer an episode of pesticide poison- 
ing each year. 

Several other studies have reported health 
hazards from pesticides. In Ecuador, for exam- 
ple, one survey (Thrupp and Waters 1993) 
found that 62 percent of workers in nontradi- 
tional agricultural exports reported suffering 
from health disorders because of exposure to 
pesticides. Of these, almost one-quarter expe- 
rienced more than three symptoms, 36.5 per- 
cent experienced two or three, and the other 
10.5 percent only one. The problem is espe- 
cially serious in flower production, where 
highly toxic nematicides are widely used in 
unventilated greenhouses. Even workers who 
do not spray chemicals are affected. Many 
workers not only report symptoms of low-level 
pesticide toxicity, but test positive for it in 
blood tests (Thrupp 1994). Blumberg (1 992) 
cites a study reporting declines up to 30 per- 
cent below normal in the cholinesterase levels 
of 27 workers in a flower firm, suggesting the 
potential for long-term kidney or liver damage. 

Two recent studies in Guatemala identified 
hazards associated with the use of pesticides 
for nontraditional exports. Hoppin (1991) 
found that 23 percent of the pesticides com- 
monly used by farmers of nontraditional export 
crops are classified by the World Health Or- 
ganization as extremely or highly toxic. Only 
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trained, licensed applicators have access to 
them in the United States and other industrial 
nations. According to another study (cited in 
Byrnes 1993), more than 70 percent of Guate- 
malan broccoli and melon producers reported 
poisoning symptoms associated with the appli- 
cation of pesticides. 

In Thailand the widespread use of pesticides 
in the Lam Nam Oon area posed health risks to 
farmers and workers when new crops were 
introduced. Farmers were not knowledgeable 
about pesticides and found safety suits uncom- 
fortable. Anecdotal evidence suggests that the 
situation has now improved. 

Over time, both farmers and agribusiness 
firms have become more aware of the hazards 
of pesticides and have started to follow safety 
procedures. In Thailand many agribusinesses 
now provide farmers with safety suits. One 
firm even invited a private voluntary organiza- 
tion to train farmers in safe pesticide practices. 
In Guatemala and Ecuador, the governments 
have established and begun to enforce stand- 
ards for applying highly toxic pesticides. Peri- 
odic U.S. import detentions have stimulated 
stricter enforcement of pesticide regulations in 
Guatemala, but much remains to be done. 

Environmental problems may well threaten 
the sustainability of efforts to boost nontradi- 
tional agricultural exports in many ofthe case- 
study countries. The pesticide problem may 
limit small farmers' access to opportunities in 
this sector as many agribusinesses begin to 
minimize risk by growing produce on their own 
land or buying it from larger landholders in a 
better position to improve production practices 
and technologies. 



F i n d i n g f p r e s e n t e d  in this section are  tes- 
tative. Applying cost-benefit analysis 

to this assessment is a problem for two rea- 
sons. First, the case-study programs included 
activities ranging widely, from technical assis- 
tance to institutional reform. Many o f  the pro- 
grams did not succeed initially but laid the 
groundwork for more successful efforts later. 
Such "learning by doing" means that recent 
successful activities often benefit from the 
high costs o f  earlier failures. Second, "with- 
out-program" benefits a r e  difficult to  specify 
foi. multicomponent, multiphase interventions. 
Without reliable empirical evidence and theo- 
retical foundations, assumptions about with- 
out-program benefits a r e  somewhat arbitrary. 
In any case, it is difficult to reach a consensus 
about them. 

Methodology 

Social cost-benefit analysis goes beyond the 
analysis needed for private sector decision- 

makers and takes into account all costs and 
bcnefits to society. Social costs and benefits 
may differ from costs and benefits to individual 
f irms because of externalities (costs or  benefits 
accruing to members of society other than the 
firm making the investment) o r  because market 
prices fail to reflect accurately the costs  o r  
benefits of products or  inputs to  society (for 
example, through taxes, subsidies, o r  market 
imperfections). 

The  basic premise of cost-benefit analysis is 
that a project should not be  carried out  i f  its 
net present value (NPV) i s  zerc  or  less.13 In 
comparing alternative projects, efficiency re- 
quires selecting the project with the highest 
NPV, calculated at the appropriate discount 
rate. An alternative, less reliable criterion i s  
that the internal rate of return (IRR) on a 
project must not fall below an appropriate dis- 
count rate. l 4  When comparing projects, how- 
ever, a higher IRR does not necessarily imply 
a higher net social benefit. 

12This section is based on Bertrand (1994). available from CDIE, which describes more fully the rationale and 
methodology of these analyses. 

I3 The NPV of a project equals the difference between its discounted benefit and cost streams. Discounting acknowledges 
that resources arising from (or required for) a project are less valuable (or costly) in the future than in the prcscnt. 

14The appropriate IRR of a project is the discount rate at which its NPV equals zero. 
IS In comparing two alternative projects with positive NPVs, the one with a lower NPV may have a higher IRR if its 

net benefits are less sensitive to discount rate changes. 
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NPV and IRR calculations are meaningless 
without an explanation of the underlying as- 
sumptions. When thes,: assumptions are care- 
fully formulated and analyzed, cost-benefit 
analysis becomes an important component of 
project evaluation. It provides a quantitative 
framework for comparing costs with benefits 
and a consistent scale for evaluating alternative 
approaches and project designs; it also subjects 
implicit understandings to rigorous scrutiny. 
To focus on the results of cost-benefit analysis 
without reviewing the underlying assumptions 
is to invite advocacy rather than evaluation. 
The results may be counterproductive. 

Findings 

Bangladesh 

The agribusiness program in Bangladesh 
,was designed to privatize the fertilizer distri- 
bution system. Two major projects, FDI-1 and 
FDI-2, had outlays, respectively, of $222 mil- 
lion and $66 million. The program eventually 
succeeded in privatizing fertilizer marketing, 
realizing substantial efficiency gains for the 
country. 

Two assumptions underlie the computation 
of program NPV and IRR. First, fertilizer use 
after 1982183 without the FDI project would 
have grown at a slower pace than with FDI- 
reaching a 1992193 level of 1.7 million tons 
(instead of the actual 2 million tons) and 2.9 
million tons in 2003 (instead of the 3.9 million 
tons projected with FDI). Second, FDI pro- 
grams increased the efficiency of fertilizer pro- 
curement so  that with imports plus domestic 
distribution savings are $10 a ton for 1981182- 
1985186, $15 a ton over the next 3 years, $20 
a ton for the 3 years thereafter, and a projected 
$35 a ton for the 12 years beyond 1991192. 

Cost-benefit analysis yields an IRR of 12 
percent and an NPV of $44 million (based on 
a 10 percent discount rate), even with a full 
accounting of all costs for FDI-1 and FDI-2. 
But it is probably inappropriate to include all 
project costs, because nearly 60 percent were 

devoted to fertilizer imports, which generated 
funds to support general government expendi- 
tures. When the cost of fertilizer imports is 
excluded, the program IRR increases to 21 
percent and estimated NPV is $160 million, 
very respectable returns on investment. 

Cameroon 

The Fertilizer Sub-sector Reform Program 
(FSSRP) in Cameroon also addressed the prob- 
lem of inefficient, parastatal-controlled fertil- 
izer marketing and distribution. The program 
had two components: $13.5 million of nonpro- 
ject assistance and $1.5 million of technical 
assistance. The nonproject assistance, budg- 
eted to finance a revolving credit fund for 
commercial lending to private importers and 
distributors, was never used. Nonetheless, the 
USAID program helped facilitate the phased 
abolition of fertilizer subsidies. The program 
also introduced substantial efficiency gains by 
privatizing the marketing and distribution sys- 
tem. 

In the program's first 5 years, private im- 
porters and distributors reduced the cargo, in- 
surance, and freight (CIF) cost of fertilizer to 
the port by 58 percent and the internal distri- 
bution w c '  by 18 percent. These combined to 
yield a , percent reduction in full-delivered 
cost to the farmgate. Between 1987 and 1993, 
the full-delivered cost fell from $446 to $257 
a ton. The reduction was due, according to 
CDIE's assessment team, "almost entirely to 
increased efficiencies associated with FSSRP 
liberalization and privatization measures." If 
these savings alone were treated as the sole 
stream of benefits, the FSSRP would have an 
IRR of 35 percent and an NPV of $1 1 million, 
making it an extremely successful development 
intervention. 

But the large CIF price savings appears to 
be unrealistic, because prereform CIF prices 
were apparently artificially inflated. Most if 
not all CIF price savings would have been 
realized even without USAID efforts: the gov- 
ernment simply could not afford to pay subsi- 
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dies. Moreover, the budgeted but unused re- 
volving credit fund of $13.5 million could have 
been used otherwise, to generate benefits. Ar- 
guably, these $13.5 million should not be 
counted as program costs. When cost-benefit 
computation (1) limits benefits to the savings 
on internal fertilizer distribution, and (2) de- 
ducts the unused $13.5 million from total pro- 
gram costs, theprogram still had apositive IRR 
and an NPV of almost $7 million (based on a 
10-percent discount rate). 

USAID'S program, designed to promote non- 
traditional agricultural exports, fostered the 
production of several new products and facili- 
tated the formation of an institutional and pol- 
i cy  env i ronmen t  more  favorab le  to  
nontraditionals. The program cost $12.5 mil- 
lion: $8 million in 1984-88, and $4.5 million 
in 1989-94. 

Cost-benefit analysis is based on the growth 
of nontraditional agricultural exports revenues, 
which rose from $1 million in the mid-1980s 
to more than $60 million in 1993, and which 
were expected to exceed $70 million in mid- 
1994. Three assumptions were made in com- 
puting net social benefits: (1) nontraditional 
agricultural exports would continue to expand 
rapidly from $326.7 million over 1984-94 to 
$1.56 billion over 1985-2003; (2) the without- 
program growth rate of nontraditional-export 
revenues would be 90 percent of the past (ob- 
served) and future (projected) with-program 
rates; and (3) net social gains were one-fourth 
the value of exports-after accounting for the 
costs of intermediate products, returns on re- 
sources accruing to foreigners and the oppor- 
tunity costs of factors of production. On this 
basis, the IRR came to 22 percent and the NPV 
(using a 10-percent discount rate) to $ I S  mil- 
lion. Returns to program components support- 
ing policy change and technology transfer 
would be higher, if the calculations were to 
omit failed components for information and 
direct-lending systems. 

The assumption of rapid, continual growth 
of nontraditional exports is open to question. 
Foreign competition, domestic institutional 
and political constraints, and a reduction in 
U. S. demand could slow expansion. Only time 
will tell. At the time of CDIE's country assess- 
ment, the prospects for Ecuadorian nontradi- 
tional exports were encouraging. 

Gua f emala 

The Guatemalan agribusiness program 
aimed to improve the highlands' comparative 
advantage in horticultural crops and to improve 
the local processing and marketing of value- 
added products. Efforts focused on crop diver- 
sification-first for the home market, then 
exports-emphasizing agricultural coopera- 
tives as the preferred means for marketing. Of 
the $70 million in project costs, $22 million 
went to support for cooperatives, $20 million 
to improving infrastructure, $15 million to 
technical assistance, $9 million to loans for 
agribusinesses, and $4 million to support the 
Exporters' Guild. 

Two assumptions underlay cost-benefit cal- 
culations. First, the growth rate in revenues 
from nontraditional agricultural exports under 
the USAID program was twice what it would 
have been without USAID involvement. Sec- 
ond, net social benefits were one-fourth of 
nontraditional-export, revenues, allowing pay- 
ments for all inputs and to all resource owners 
involved in production. Analysis showed an 
IRR of 15 percent and an NPV of$8 million at 
a 10-percent discount rate. These figures are 
respectable, especially considering the failed 
cooperative and centralized marketing compo- 
nents of the program. 

Sn Lanka 

Separate analyses were done for the two 
major Mahaweli-area F,-ogram components, 
MARD and MED. The $23 million MARD 
project promotes agribusiness development 
and crop diversification in Mahaweli System B. 
Its benefits were calculated on the basis of 
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increased farmer income through crop diversi- 
fication. Two factors severely limit such bene- 
fits. First ,  crop diversification has been 
modest. In 1993, out of 10,000 to 12,000 
hectares, nonpaddy cultivation covered only 
160 hectares in the maha season, and 597 
hectares in the yala season. Second, the incre- 
mental income benefit for farmers who did 
diversify was low: an estimated $67 per farmer 
in maha and $62 in yala. Estimates of net profit 
do not factor in the substantially higher inputs 
in family labor needed for nonpaddy cultiva- 
tion. If this nonwage labor were priced at a 
dollar a day (about two thirds of the local 
market rate), the calculated benefits from di- 
versification would be halved for maha and 
virtually eliminated for yala. If family labor 
were priced at the prevailing wage rate, crop 
diversification would generate losses in both 
seasons. 

Some MARD project costs have been in- 
curred in activities with no close tie to crop 
diversification. Perhaps as little as $5.6 mil- 
lion has been spent directly on diversification. 
Furthermore, it is possible that diversification 
will increase rapidly in the near future, as the 
demonstration effect takes hold, and only later 
taper off. A revised analysis, taking these con- 
siderations into account, yields a 14-percent 
IRR and an NPV of $470,000 (based on a 
1 0-percent discount rate). But this second sce- 
nario ignores the higher costs of family labor 
(and fewer opportunities for alternative em- 
ployment or leisure). to elaborate on tliis 
scenario, the cost offamily labor were imputed 
at half the prevailing daily rate, returns would 
be negative. Only when family labor is priced 
at one-third the market level does the IRR grow 
barely positive and the NPV is still a negative 
$1 million. 

The MED project, with $15 million in 
USAID assistance, seeks to increase incomes 
by accelerating the creation of private sector 
jobs. So analysis here is based on the incomes 
created by new jobs to date, or new jobs pro- 
jected for the Mahaweli area. Jobs in garment 
factories were not included, as  they were not 

directly related to MED activities. Employ- 
ment is expected to grow rapidly, to 16,000 in 
1996, and then to grow slowly after project 
completion. If, as assumed, each job creates a 
net gain of $150 per worker per year, the MED 
project will have an IRR of 21 percent and an 
NPV of $3 million (based on a 10-percent 
discount rate). But to assume that all new jobs 
outside the garment industry are attributable to 
MED is unjustified; it is more reasonable to 
attribute half of them to MED. In that case, the 
IRR is about 1 percent and the NPV is a 
negative $2 million. 

Uganda 

The cost of USAID efforts to promote agri- 
business that started in 1984 grew to $95 mil- 
lion by 1993. And it is expected that another 
$40 million will be allocated to strengthening 
a cooperative bank, creating a venture-capital 
fund, and continuing a technical assistance 
program for agribusinesses. The Ugandan 
study provides cost-benefit analyses based on 
three alternative scenarios. 

Scenario 1 assumes that (1) the USAID pro- 
gram will result in an incremental increase in 
nontraditional agricultural exports (over in- 
creases that occurred anyway) of a few million 
dollars in the early 1990s, increasing to about 
$100 million at the turn of the century and 
about $183 million by the year 2006 (repre- 
senting about 25 percent of projected growth 
for the period); and (2) one-fourth of these 
export earnings represents a net gain to the 
economy, after deducting half of the earnings 
to account for raw material and investment 
costs and deducting half of the residual value- 
added payments, on the assumption that these 
are twice the real ogportunity costs of primary 
factors of production used in producing these 
earnings. The IRR on the project comes to 8 
percent and the NPV is negative (at a 10 per- 
cent discount rate). 

Scenario 2 assumes that the incremental ex- 
ports attributable to USAID programs are 
twice as  high as for Scenario 1, because the 
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program is responsible for half of increased 
nontraditional exports. Under this optimistic 
assumption, the IRR would be 16 percent. But 
attributing half of growth is generous in view 
of the very substantial support provided by 
other donors, especially the World Bank and 
the IMF. 

Scenario 3 focuses more on the costs and 
benefits of direct assistance to agribusiness, 
including agribusiness-specific policy assis- 
tance-by excluding $15 million in project 
costs connected to macroeconomic reform un- 
der the ANEPP, while delaying and substan- 
tially reducing the incremental amount of 

exports attributed to the program (expanding to 
about $42 million by the turn of the century and 
$92 million by 2006). This scenario assumes 
that the gestation period for establishing a 
nontraditional agricultural exports sector is 
over and that rapid growth can be expected. 
Under this scenario, the IRR is barely 1 per- 
cent. 

On balance, as the Uganda study concludes, 
"It seems very unlikely that the program can 
achieve a significant positive rate of return on 
the entire $120-million investment (excluding 
the macro policy reform support). " 
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Factors Affecting 
Program Performance 
and Impact 

S everal varicbles are key in explaining the 
performance and impact of agribusiness 

interventions. Some of these variables are 
among the factors that analysts have deter- 
mined influence other development programs 
as well. Therefore, the discussion here is brief 
and selective. One point needs emphasis. It is 
the interplay of variables against the backdrop 
of a host country's social and economic envi- 
ronment that determines program performance 
and impact. Analysis of individual factors, 
considered alone or out of context, generally 
has little explanatory value. 

Strategic Framework for 
Agribusiness Programs 

Field studies discerned that a focused, em- 
pirically grounded strategic framework for ag- 
ribusiness initiatives tended to have a positive 
effect on program performance and impact. 
Lack of such a framework tended to have nega- 
tive effects. 

Except for the fertilizer privatization pro- 
grams in Bangladesh and Cameroon, nearly all 
programs lacked a strategic focus that was 
clearly articulated and rigorously grounded in 
an analysis of constraints on agribusiness 
growth. The only consistent element in the 
seven case-study programs was the general de- 
velopment goal of increasing agricultural pro- 
duction and rural incomes, either in specific 

backward regions (Guatemala, Sri Lanka, and 
Thailand) or nationally (Ecuador and Uganda). 
For leck of focus, many programs carried a 
portfolio of projects that funded inappropriate 
activities and pursued questionable objectives. 

Most of the programs struggled several years 
before arriving at an appropriate focus. They 
often began by concentrating on the commer- 
cial production and marketing of traditional 
crops. Gradually, they often shifted attention to 
the production and marketing of nontraditional 
export crops, but with little understanding of 
what increasing nontraditional exports actually 
entailed. Later, many prcgrams sharpened 
their aim by focusing on the needs of private 
sector agribusinesses, including public policy 
and institutional reform. This trial-and-error 
process entailed substantial costs to USAID, 
host country governments, and participating 
businesses. It also limited performance and 
outcomes early in the program. 

USAID had little experience promoting ag- 
ribusiness, so many projects in the early 1980s 
were built on simplistic, even flawed assump- 
tions and wasted time and resources. For ex- 
ample: 

The Ecuador program began with the 
implicit notion that better access to infor- 
mation and credit were the primary needs 
of exporting agribusinesses. The U.S. 
contracting firm helped only to devclop 
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and manage an information system and 
overlooked the need for hands-on assis- 
tance in, for example, production, mar- 
keting, and quality control. 

In Guatemala and Uganda, agricultural 
cooperatives were assumed to be well 
positioned to deliver agricultural inputs 
to farmers efficiently and to market non- 
traditional crops successfully. The fail- 
ure to critically examine this premise 
allowed missions to proceed with pro- 
jects aimed at strengthening agricultural 
cooperatives in both countries. Neither 
cooperative-focused project realized its 
stated objectives. 

An unstated premise guiding both the 
APEF, a regional project, and the Sri 
Lankan agribusiness program was that 
international agribusiness firms can be 
induced to invest quickly in a country 
simply because policy and institutional 
reforms are under way and the country 
has some comparative advantages. On thc 
basis of this assumption, considerable 
time and resources were spent contacting 
international agribusiness firms, meeting 
with their representatives, generating in- 
formation packages, and financing over- 
seas trips for businesspeople. These 
efforts did not produce the expected re- 
sults. It became clear that international 
firms make overseas investments only af- 
ter considering many other factors. 

In many instances, strategic frameworks ar- 
ticulated a rigid design that caused inzplemen- 
tation delays andproblen~s. For example, some 
projects tried to specify the crops to be pro- 
moted, the precise nature and scope of techni- 
cal assistance, the number of agribusiness 
enterprises to be established, and even the 
number of direct investments to be made by 
foreign firms. An inflexible structure imposed 
unnecessary burdens on program managers, 
often stifling their creativity and initiative. 
Because of such rigidities, program compo- 
nents in Ecuador, Guatemala, Sri Lnnka, and 

Uganda had to be revised and reformulated to 
meet new challenges and opportunities. 

A strategic framework should stick to iden- 
tifying a program focus, appropriate interven- 
tion strategies, and a program architecture. 
Which mix of products to promote, which types 
of firms to contact, and how to assist them 
should be left to program managers. Answers 
to these questions probably differ from crop to 
crop, from firm to firm, and with changing 
domestic and international market conditions. 

Policy and 
Regulatory Reform 

A 1ibe;ml policy and r~gulatory elivirorinwrit 
tends to improve the ey'JGcrivertcss of the agri- 
business program. Ecuador, Guatemala, and 
Thailand achieved notable advances with non- 
traditional agricultural exports because they 
had supportive policy environments. Thai- 
land's export-oriented economic policies, con- 
servative monetary and fiscal policies, and 
minimal government controls of economic ac- 
tivity allowed firms and farmers to invest-and 
succeed-in response to clear market signals. 
Similarly, in Ecuador and Guatemala USAID 
programs capitalized on a shift to stable mone- 
tary policy, a market-based currency exchange, 
and export promotion. As part of a careful 
national policy mix, Bangladesh's government 
refused to put a ceiling on paddy prices, thus 
preserving incentives for a shift to high-yield 
varieties and increased use of fertilizer. 

In contrast, Cameroon's overvalued cur- 
rency, economy-dominating parastatals, and 
stiff import barriers sent agribusiness deci- 
sion-makers distorted market signals, so they 
benefited far less from agribusiness programs 
than did their Thai counterparts. Sri Lanka's 
move from socialist to liberal policies pro- 
ceeded more slowly than USAID agribusiness 
initiatives, and the legacy of public control 
cramped private sector programming in the 
Mahaweli region. Uganda instituted major pol- 
icy and regulatory reform, but because of weak 

Program and Operarions Assessment No. 9 



physical and institutional infrastructure, re- 
form has yet to significantly affect agribusi- 
ness. A supportive policy environment is useful 
but not sufficient to nourish agribusiness pro- 
grams. 

Physical and 
Institutional Infrastructure 

Physical and institutional infrastructure 
needed to support agribusiness activity were 
both the focus ofprogrant interventions and key 
determinants of program success. In Ecuador 
and Guatemala, firms could respond to new 
opportunities offered by agribusiness programs 
because infrastructure for the cultivation and 
export of nontraditional crops was adequate. 
Firms from these two countries were familiar 
with U. S. markets, and U.S. importers knew 
about Central America. No major infrastruc- 
ture constrai~ts prevented the establishment of 
market links between farmers in Ecuador and 
Guatemala and consumers in the United States. 
In Thailand, the conditions were even more 
favorable. When the Lam Nam Oon area started 
value-added processing, the country already 
had a vast infrastructure of roads, communica- 
tions, and agricultural research, marketing, 
and advertising, much of it established with 
USAID assistance. The national economy was 
also in the process of integrating internation- 
ally, and that stimulated progress in USAID'S 
Lam ;Jam Oon agribusiness program. 

Weak infrastructure worked against program 
efforts in Sri Lanka 2nd Uganda. In Sri Lanka, 
Mahaweli projects were impeded by unsatisfac- 
tory transport, communication, and marketing 
channels, channels rendered weaker still by 
civil strife. Conditions were even worse in 
Uganda, where prolonged civil war had devas- 
tated roads, bridges, airports, transport facili- 
ties, and educational and rcsearch institutions. 
Despite great improvements in Uganda's trans- 
portation infrastructure in the last 5 years, 
major deficiencies remain. 

Government Commitment 
to Program Objectives 

Government is not a monolithic, unitary or-. 
ganization but an amalgam of separate units, 
pulling in different directions and sometimes 
working at cross purposes. Still, it is u~e fu l  to 
speak of government commitment to a program 
objective. Government commitment is as im- 
portant to the success of agribusiness programs 
as policy reform, physical infrastructure, und 
privatization. Success was not possible without 
the support and participation of essential parts 
of government. 

The success of fertilizer privatization pro- 
grams depended on strong, continuous commit- 
ment of host governments in Bangladesh and 
Cameroon. Fertilizer subsidies had become un- 
affordable in both countries, and distribution 
systems were highly inefficient. Faltering 
economies made it almost impossible to con- 
tinue subsidies and government monopolies, 
end international donors exerted pressure to 
reduce budget deficits and liberalize trade. 
Both governments had little choice but to insti- 
tute reform, simply to survive. Empirical stud- 
ies condu, ,' during program preparation 
reinforced 1. . mblic resolve by demonstrating 
that privati~; :,* would ultimately increase ag- 
ricultural proc ;on-benefiting, not hurting, 
farmers. These studies alleviated genuine con- 
cerns about the private sector's ability to dis- 
t r ibute  fer t i l izers  efficiently. Prolongeti 
high-level discussions and negotiations be- 
tween USAID Missions and senior government 
officials ultimately resulted in shared owner- 
ship of the programs. 

But commitment at the highest level of gov- 
ernment does not always extend to relevant 
departments or regional and local offices. 
Regulatory reforms in case-study countries met 
stiff resistance from g0vernmer.t burcaucracies 
whose power base was threatened by reform. In 
Ecuador and Guatemala, USAID-supported 
trade associations and organizations success- 
fully countered bureaucratic resistance by ex- 
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erting political pressure. In Sri Lanka, despite 
unequivocal support for regulatory reform 
from the central government, the regional Ma- 
haweli bureaucracy often stalled implementa- 
t ion ou t  of fear of accentuat ing social  
differences. 

Quick tangible benefits went far toward so- 
lidifying public support for agribusiness pro- 
grants. Weak governments in the developing 
world, struggling constantly to preserve their 
legitimacy, cannot easily incur political risks 
and costs when the promise of benefits is un- 
certain. Entrenched interests in Bangladesh 
and Cameroon could have undermined political 
resolve, except that fertilizer liberalization cut 
budget deficits from the very start. Gains up 
front strengthen public commitment to some- 
times painful programs. 

Private Sector Involvement 

A major weakness of ntany qribusiness pro- 
grams was the paucity of input from agribusi- 
ness firms and entrepreneurs at the design 
stage. Design teams sometimes interviewed 
people in private enterprises or trade associa- 
tions, but more to inform interviewees aboct 
proposed programs than to ascertain their 
needs, expectations, and likeliness of collabo- 
rating on the initiative. Private sector firms 
targeted for intervention were often excluded 
from the prolonged design dialogue between 
USAID Missions and government officials. Not 
surprisingly, program design documents did 
not focus adequately on the needs, concerns, 
and problems agribusiness enterprises faced. 
Where programs did succeed, private sector 
participation in the design and implementation 
of agribusiness interventions was a key factor. 

In several cases, program components were 
placed in the hands of private sector institu- 
tions to ensure relative autommy and to reduce 
bureaucratic rcd tape. This was t r ~ e  of the 
AgEnt project in Sri Lanka, the PROEXAG 

regional project in Guatemala, and PROEX- 
ANT in Ecuador (first located in FEDEXPOR 
and later incorporated as a nonprofit). Placing 
program c:;mponents with private sector or- 
ganizations marked a definite advance over the 
earlier practice of locating agricultural market- 
ing and processing projects in the public sec- 
tor. Pr iva te  s ec to r  p lacement  did no t  
automatically make programs more responsive 
to the needs of agribusiness firms, however, or 
subject them to market discipline in the deliv- 
ery of services, so long as USAID was provid- 
ing much of the funding. 

Agribusiness progrants that established 
close relatiordrips with private f i r m  during 
itnplementation were generally more sttccessfirl 
than those that did not. The Guatemalan and 
Thai programs began to have a significant im- 
pact only when USAID began interacting with 
private agribusiness enterprises and focusing 
on their needs and problems. In Guatemala, 
USAID's close collaboration with and support 
for GREMIAL increased program effective- 
ness and facilitated the growth of nontradi- 
tional-export activities. In Thailand, a positive 
shift occurred when the government field staff 
began using market-based approaches to help 
agribusinesses and small producers. The key to 
the success of the private sector-based ap- 
proach was effective communication with agri- 
businesses. Thai field staff members consulted 
closely with farmers and firms to identify and 
solve problems in the production, processing, 
and marketing of new crops. Neither Sri Lanka 
nor Uganda engaged in comparable public-pri- 
vate communication, and they did not enjoy 
comparable results. 

Appropriate 
Technical Assistance 

Th: nature, quality, and timelitless of tech- 
nical assistance were also major factors in the 
initial success or failure of agribusiness pro- 
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grams. Well-targeted, timely assistance con- 
tributed significantly to progress in programs 
in Bangladesh, Cameroon, Guatemala, and 
Thailand. l6 The most promising pilot ventures 
in Uganda were those in which technical ex- 
perts had backgrounds in the psrvcita sector. 

Technical advisers in early phases of the 
programs open lacked training and experience 
working with or advising private enterprises. 
Advisers usually had backgrounds in econom- 
ics, agriculture, or even the humanities, and 
had been associated mainly with public institu- 
tions. U. S. contracting f i r m  employed them 
because of their availability and knowledge of 
developing countries. Moreover, they couldn't 
easily find many consultants from the private 
sector to stay and work in developing countries. 
Contracting firms had few contacts with agri- 
business firms and therefore had difficult!. 
identifying private sector consultants. Even 
when they were recruited, private sector con- 
sultants had difficulty understanding both the 
development process and the way donor agen- 
cies, governments, and private firms could 
work together to promote value-added process- 
ing and marketing. Generally, advisers with 
public sector expertise ended up advising pri- 
vate agribusinesses on business affairs. Tech- 
nical advisers  did gradually learn from 
experience, and the performance of agribusi- 
ness programs improved over time. 

PROEXAG was perhaps the only project 
examined that provided targeted, hands-on as- 
sistance to farmers, processors, and exporters. 
It recruited technical staff who understood not 
only agricultural production and processing 
bur also the requirements of U.S. importers. Its 
technical advisers were familiar with U.S. cus- 
toms and regulatory requirements, U. S. im- 

porters' quality standards, and problems in the 
packaging and marketing of perishables. They 
could provide timely assistance to interested 
firms. 

Heavy reliance on U. S. technical advisers 
undermined the effectiveness and sirstainability 
of agribusiness programs. Programs often had 
to depend on U. S. advisers, because host coun- 
tries had too few qualified experts. But the high 
cost of U.S. experts increased the unit cost of 
technical assistance to an agribusiness enter- 
prise, so relatively few entrepreneurs or poten- 
tial entrepreneurs could benefit from such 
advice. And once USAID funding ended, tech- 
nical assistance could not be sustained. 

Sociocultural Setting 

Three sociocultural variables affected the 
performance and influence of agribusiness in- 
terventions. First, rnistrltst ofagricultwal mid- 
dlemen was pervasive among public officials 
and planners. In practically all case-study 
countries, prejudice against agricultural trad- 
ers was deep rooted. Middlemcn were per- 
ceived as exploiters, extracting unfair profits 
from the labor of farmers. Derogatory terms 
for middlemen typify this attitude: "coyote" 
(Guatemala), "Asian trader" (Uganda), and 
" vyapari" (Bangladesh). Even in government, 
there was usually little or no appreciation of 
the middleman's role. This mistrust often stood 
in the way of regulatory reform and assistance 
to small businesses and led to excessive reli- 
ance on cooperatives. 

There was a strong preference, at least at the 
outset, for short-term returns rather than long- 
term business development. l 7  In Guatemala, 

16 The technical assistance provided in Bangladesh and Cameroon differed from that provided in other programs. In both 
countries, technical assistance focused on investigations, analysis, and feedback to the government about the effects 
of privatization. Unlike technical assistance elsewhere, the programs in Bangladesh and Cameroon lacked enterprise 
development components. 

17The short time horizon of farmcrs and firms is often a rational response to highly volatile environment. 
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Sri Lanka, and Thailand, when market prices 
for selected nontraditional exports fell, agri- 
businesses at first tended to adopt unusually 
stringent standards for purchasing produce to 
avoid buying the contracted amount. And when 
market prices exceeded the contract price, 
farmers often sold crops on the free market, 
despite standing agreements. Gradually firms 
and farmers both realized that the loss of trust, 
and of future business, outweighed the short- 
term gains of such opportunistic behavior. Both 
firms and farmers learned to honor their agree- 
ments in good faith. 

The tradition of entrepreneurship was weak 
in certain settings. Uganda had expelled the 

Asian minority that had long played an impor- 
tant entrepreneurial role. Mahaweli settlers in 
Sri Lanka also lacked the business experience 
to build on new opportunities. Ugandan and Sri 
Lankan program outcomes fell short of targets 
in some measure because of inadequate local 
entrepreneurial spirit and experience. To be 
sure, political uncertainty and capital scarcity 
compounded the difficulty of ado;?ting new 
business practices. But the very expectation of 
difficulty blunted farm- and firm-level re- 
sponses to opportunities afforded by new or 
changed policies and direct assistance. espe- 
cially in Sri Lanka and Uganda. 
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Recommendations 

0 n the basis of our critical review of 
USAID agribusiness programs, we pre- 

sent the following recommendations to senior 
managers. Certain approaches to policy and 
operations will, we believe, improve the per- 
formance of current programs and the effec- 
tiveness of future interventions. 

1 .  Agribusiness progrants require a coher- 
ent, realistic, evolving, long-term strategy 
based on a rigorous analysis of the constraints 
on the growtlt of agribusiness and on a dia- 
logue with both the government and the private 
sector. USAID Missions sltould formulate suclt 
a strategy before initiatitig agribusiness inter- 
vent ions. 

The key requirement for an effective strat- 
egy is sound analysis-developed with the full 
participation of agribusinesses-of constraints 
on the growth of agribusiness. Such constraints 
include macroeconomic policy, the infrastruc- 
ture base, and the regulatory environment. 
Critical to the success of the privatization pro- 
grams was a realistic strategy based on rigor- 
ous  e m p i r i c a l  s t ud i e s  and  prolonged 
consultation with the two governments. In 
Bangladesh, privatization took 12 years, and 
serious setbacks could have derailed the pro- 
gram had there not been a sound strategy. The 
Guatemala and Uganda programs, and to a 
lesser extent the Thailand program, lacked 
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such strategies and floundered until clear, fo- 
cused, realistic strategies were formulated in 
the late 1980s and early 1990s. The Sri Lanka 
program had a coherent strategy but suffered 
from a grossly inadequate analysis of con- 
straints facing the agribusiness sector, espe- 
cially in the Mahaweli region. 

2. The ntain focus of USAID agribusiness 
programs should be to improve the policy, regu- 
latory, and institutional environntent. Direct 
and indirect assistance to individual enter- 
prises sltotild be secondary. 

The most important obstacles to agribusi- 
ness growth in the case-study countries have 
been economic policies, regulations, and insti- 
tutional environments. Experience in Bangla- 
desh, Ecuador, Guatemala and, to a lesser 
extent, Uganda shows that even with limited 
policy and regulatory reforms, agribusiness en- 
terprises and entrepreneurs responded to new 
economic opportunities and generated new in- 
come and employment. In these four countries, 
direct assistance to local firms and entrepre- 
neurs was important but not decisive. It pro- 
duced results mainly because of the improved 
policy and regulatory environment. The pri- 
mary thrust of agribusiness programs should be 
to improve the enabling environment rather 
than to give direct assistance to individual 
firms. 



3 .  Agribusiness development programs 
shouldfollow the lead of the private sector, not 
take the lead. This requires that programs trot 
be too narrowly or rigidly designed. 

USAID experience shows that program de- 
sign should articulate a broad evolving strategy 
but should not specify the commodities to be 
supported, the markets to be developed, or the 
types of assistance to be provided. Agribusi- 
ness programs should offer the full range of 
assistance: regulatory reform, public and pri- 
vate institutional development, and direct as- 
sistance to agribusinesses in the development 
of technology and markets, in contract farming 
arrangements, and in collaborative arrange- 
ments with international firms. 

Once these assistance mechanisms are in 
place, the design should be flexible enough to 
allow program managers to support private 
agribusiness initiatives expeditiously and ef- 
fectively. USAID experiences in Guatemala, 
Sri Lanka, and Uganda show that programs can 
be too proactive in identifying the commodity 
and type of assistance. The resulting activity 
often ends up being of little use to agribusi- 
nesses and having little or no impact on their 
growth. 

4. Foreign direct investment in agribusiness 
is an effective means of transferring production 
technology and developing export markets. At 
the outset, however, it is more realistic to 
promote limited sourcing, technology licensing 
and franchising, and marketing arrangements 
between internationalfirms and local entrepre- 
neurs than to try to establish fully owned for- 
eign subsidiaries or joint ventures in host 
countries. 

It is  difficult to attract direct foreign invest- 
ment in countries with poorly developed insti- 
tutional and physical infrastructure and an 
inappropriate business climate. International 
firms avoid investing in unknown or uncertain 
economic and political environments. There- 
fore, it is more realistic for agribusiness pro- 
grams to facilitate links between international 
enterprises and local firms that do not require 

foreign equity participation. The most fruitful 
areas in which to promote such mutually bene- 
ficial links are sourcing, the transfer of produc- 
tion technology, and international marketing. 

5. Contract farming has been an effective 
institvtional mechanism for linking small farm- 
ers with processors and marketers of many 
high-value cash crops (especially nontradi- 
tional export crops). Such arrangements have 
been mutually beneficial, and USAID programs 
should contirlue to explore them. 

Agribusinesses have three options: they can 
grow their own crops on commercial farms, 
purchase produce in the open market after the 
harvest, or contract with farmers in advance of 
production. For many products, especially 
those that do not enjoy economies of scale, 
agribusiness firms find it more profitable to 
ccntract with smallholders. The country stud- 
ies of Guatemala, Sri Lanka, Thailand, and 
Uganda show that such arrangements have 
benefited thousands of smallholders and lan- 
dless workers. Two factors in particular im- 
proved small farmers' bargaining position: 
farmers' organizations and competition among 
agribusiness firms. USAID agribusiness pro- 
grams should explore the feasibility of promot- 
ing contract farming arrangements whenever 
possible. The success of contract farming de- 
pends on, first, demonstrating to agribusi- 
nesses that small farmers can bc rcliable 
suppliers of quality products and, second, 
showing farmers how to shift from quasi-sub- 
sistence farming to market-oriented produc- 
tion. 

6. USAID efforts to assist agribusiness co- 
operatives have not been encouraging. P,o- 
ducer and marketing cooperatives have beeu 
neither efficient nor sustainable, despite gen- 
erous outside assistance. Therefore, USA ID 
should support agribusiness cooperatives only 
when it is certain that they have the will and 
ability to subject tlremsclves to the discipline 
of free markets. 

USAID has been singularly ineffective in 
promoting agribusiness cooperatives. A major 
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effort in Uganda was an almost total failure, r ibus iness  p rog rams  shou ld  encourage  
and only a few cooperatives benefited from a women's entrepreneurship. 
major program in Guatemala. The experience 
of many programs not covered in this assess- 
ment has been similar. There are reasons for 
these failures. First, most "cooperatives" in 
developing countries are really government- 
sponsored institutions, created to exercise gov- 
ernment control over production and marketing 
and to facilitate the delivery of government 
services. Second, cooperative structures, from 
apex organizations to primary societies, are too 
costly arid heavily staffed to be competitive in 
farm input and output markets. Even those 
cooperatives that are not government organiza- 
tions were formed more as participatory grass- 
roots organizations than a s  commercially 
viable agribusinesses. They tend not to have the 
necessary commitment to competitiveness and 
financial sustainability. 

7 .  Although women have benefitedfrorn ag- 
ribusiness programs-especially those of non- 
traditional exporfs-they were not full and 
equal beneficiaries, especially/i.om the owner- 
ship of firms. USAID programs should try to 
solve this problem by promoting women 's en- 
trepreneurship. 

The growth of nontraditional agricultural 
exports has increased employment and income 
for women in many case-study countries. Most 
nontraditional exports are labor-intensive, and 
much of the labor is provided by women. In all 
of the countries studied, horticulture crops are 
traditionally produced by women, who are con- 
sidered more skillful and productive than men 
at many of the tasks involved in producing and 
processing nontraditional exports. In Ecuador, 
Thailand, and Uganda, women are significant 
beneficiaries of USAID programs. Not only 
have their incomes increased, but they have 
kept substantial control over the extra income 
and used it to meet family needs, especially for 
their children's nutrition and education. Only 
a few agribusinesses are owned by women, 
however, and women generally earn less than 
men, especially in rural areas. Therefore, ag- 

8 .  The improper use of pesticides emerged 
as a nrajor problem, resulting in health hazards 
and signijcant economic losses to farmers and 
exporters. USAID agribusiness programs pro- 
moting norttraditional exports must give prior- 
ity to ensuring the proper use ofpesticides. 

Developed countries demand unblemished 
products. In many countries, farmers mistak- 
enly assume that the more pesticides they use, 
the more valuable and marketable their crop 
will be. This has had three serious results. 
First, inappropriate pesticide use has caused 
serious health problems for producers. Second, 
excessive pesticide residues have caused many 
shipments to be rejected by importing coun- 
tries, at great cost to agribusinesses and farm- 
ers in exporting countries. Third, as a result of 
the inappropriate application of pesticides, 
pests have developed resistance, with disas- 
trous consequences for affected regions. Al- 
though most countries are now improving their 
management of pesticides, USAID was often 
negligent about anticipa!ing and actively ad- 
dressing the problem. Regulations in reporting 
countries and programs for "green labeling" 
will eventually force producers to control use 
of these products or lose out in irrternational 
market;. 

9.  Small- and medium-size firms dominate 
the agribusiness sector in developing coun- 
tries, so USAID should continue to desig11 in- 
terventions geared to them. 

Small- and medium-size firms have been the 
major beneficiaries of USAID agribusiness 
programs. The premise that large national and 
international firms monopolize lucrative mar- 
kets for high-value cash crops in developing 
countries-by dint of greater financial, techni- 
cal, and managerial resources and better access 
to ir.ternational markets-is not supported by 
country studies. The truth is more complex. 

Large firms do tend to dominate such tradi- 
tional high-volume, low-value agricultural ex- 
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ports as coffee, sugar, cotton, rubber, bananas, 
and pineapple. These firms do not need and 
have not received direct USAID assistance; 
they already have the technical and marketing 
expertise they need. Moreover, this segment of 
the agricultural export industry tends to have 
large economies of scale and is relatively capi- 
tal-intensive. USAID programs in developing 
countries paid special attention to high-value 
nontraditional exports, including fresh fruits 
and vegetables, ornamentals, herbs, and 
spices. These products are grown mostly by 
small farmers and are processed and marketed, 
mostly by small- and medium-size firms. 

10. Direct technical assistance is useficl to 
p.rivate sector agribusiness firms. USAID en- 
terprise development interventions should ~ 2 -  
cus on tlte transfer of production technology 
arid the establishment of export links (with 
importing jirms in destination markets), the 
two areas in which direct technical assistance 
has proven to bc most eflective. 

USAID agribusiness programs have pro- 
vided technical assistance to firms and entre- 
preneurs in areas ranging from accounting to 
production technology, depending on their 
needs and conditions. Experience in Ecuador, 

Guatemala, and Sri Lanka indicates that for 
nontraditional exports, technical assistance in 
production technology and overseas market 
networkilig have the greatest impact. Small and 
medium-size farms need technological assis- 
tance because most do not have the know-how 
or equipment lo compete on the basis of price 
or quality in developed-country markets. They 
need help forming links with importers in des- 
tination countries because export markets for 
nontraditional products are volatile and highly 
competitive. Agribusiness firms need hands-on 
assistance to break into these markets and to 
generate reliable supplies of consistent cost 
and quality. 

1 1 .  USAID agribusiness assistance tojirnrs, 
private sector intermediary organizations, and 
producer arid marketing associations should 
include sunset clauses. 

In many countries, USAID programs pro- 
vided direct assistance not only to agribusiness 
firms, but also to private sector intermediary 
organizations and producer or trade associa- 
tions. This assistance is useful initially, but 
recipients risk becoming dependent on assis- 
tance. USAID should specify early on when 
assistance will end and stick to that timetable. 
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C DIE devised a multidimensional re- 
sedrch strategy to answer the evaluation 

questions. The cornerstone of this strategy 
was a series of case studies based on a shared 
analytical design. The case-study approach en- 
abled field teams to examine agribusiness in- 
terventions in their natural settings. Seven 
case studies of 20 projects (or their compo- 
nents) were prepared on the basis of research 
in seven countries. 

In addition to these case studies, CDIE un- 
dertook a comprehensive desk review of all the 
evaluations of agribusiness projects conducted 
by USAID Missions and geographic bureaus. It 
also prepared background papers on two major 
regional projects. Finally, CDIE interviewed 
USAID managers and technical experts about 
critical issues and the implications of the field 
study findings. 

Sample for Case Studies 

To select the sample for case studies, we 
identified all projects with some level of agri- 
business activity and then narrowed the sample 
to those projects focused primarily on agribusi- 
ness and also suitable for field study. For the 
first step, we searched the USAID Develop- 

ment Information System for projects with ag- 
ribusiness components by using such keywords 
as "agricultural processing," "storing and 
marketing," "agricultural exports," and " food 
industry." Eleven key words generated a list of 
763 projects. 

A review of project descriptions showed that 
agribusiness components of most of the 763 
projects usually represented only minor ele- 
ments. Most projects emphasized agricultural 
production or support for public agricultural 
institutions, and therefore these were cxcludcd. 
So were projects completed before fiscal year 
1982-for which documents and interviewees 
would be difficult to find. As a result, the list 
was narrowed to 136 projects with a primary 
or strong secondary focus on agribusiness. 
Each member of the three-person assessment 
design team reviewed project summaries from 
the CDIE Development Information Division 
and participated in project selection. Recom- 
inendations about additions to the list, or dele- 
tions, as  well a s  other comments, were 
solicited from USAID managers responsible 
for agribusiness programs in each geographic 
bureau. I 

The next step was to eliminate projects that 
were prematurely terminated, regional in 

-- 

I See methodological details in CDIE (1993). 



scope, or still in the planning stage. No data 
were available for two projects that were termi- 
nated-whether because of political turmoil, 
changing USAID priorities, or nonperform- 
ance is unclear. CDIE lacked funds for the 
multiple-country visits needed to assess re- 
gional programs. And there was no value in 
focusing on projects that had not started yet. 
This second round of selection narrowed the 
list of projects to 57.2 

Next, CDIE used a more informal procedure 
to ensure representation in the sample of all 
major geographic regions (Africa, Asia, and 
Latin America and the Caribbean) and four 
intervention strategies pursued by USAID. 
CDIE also excluded projects for which adc- 
quate documentation and data did not exist or 
could not be developed. 

The assessment design team read project 
documents, visited geographic bureaus, and 
consulted with experts familiar with individual 
agribusiness projects in several regions. This 
narrowed the sample selected for fieldwork to 
19 projects in seven countries (Bangladesh, 
Cameroon, Ecuador, Guatemala, Jordan, Sri 
Lanka, and Uganda). The sample was revised 
during implementation. Two projects in Thai- 
land that had agribusiness components were 
added, and an agricultural marketing project in 
Jordan was eliminated because of time con- 
straints. Two agribusiness projects in Sri 
Lanka that were cofinanced by PVOs were 
added, but two seed-multiplication projects in 
Cameroon were eliminated because the USAID 
assessment team could not get government per- 
mission to include them. (The list of the pro- 
jects finally covered in seven case studies is 
given in Table 3 of the report.) 

2 These 57 are listed in Appendix 111 of CDIE (1993). 

Sources of Case Study 
Information 

CDIE sent assessment teams to prepare case 
studies of agribusiness interventions. Each 
team spent 2 to 4 weeks in the field gathering 
details. Efforrs were made to ensure that all 
teams use the same framework, topics, and 
variables so findings and conclusions cou1.l be 
compared. The assessment teams used the tol- 
lowing matcrials: 

Project records and doctintents. The project 
records and documents examined included pro- 
ject design and planning documents, progress 
reports, implementation schedules, records de- 
tailing project irlputs and outputs, monitoring 
data, midterm and final evaluations, project 
completion reports, records of intended or ac- 
tual beneficiaries, and reports from related 
Mission activities, such as analyses and feasi- 
bility studies for regional or centrally funded 
projects. Many records and reports were avail- 
able from CDIE's Development Information 
Division. These were reviewed before teams 
departed for fieldwork. 

A review of CDIE's archives indicated that 
past evaluation reports were available for 20 
agribusiness projects. CDIE examined these 
evaluations by geographic bureaus and over- 
seas USAID Missions. The quality of the evalu- 
ations varied, and practically all of them 
focused on the activities and outputs of agri- 
business interventions rather than their im- 
pacts. 

Statistical data. Field teams reviewed rele- 
vant statistical data available from host govern- 
ments, international donor agencies, and PVOs 
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to study the context, design, implementation, 
and impact of interventions. 

Minisurveys of agribztsiness f i r m .  In three 
countries, minisurveys were undertaken to so- 
licit information, ideas, and suggestions from 
targeted agribusiness firms. The sample size 
ranged from 15 to 50 enterprises per survey. 

Key irrjbrmanf interviews. Interviews were 
conducted with key informants, including 
USAID managers, project staff and contrac- 
tors, host government officials, representatives 
of targeted firms, and staff from local interme- 
diary and business organizations. 

Each assessment team prepared a report that 
was reviewed by CDIE and revised in light of 
CDIE comments. 

Desk Studies of 
Regional Projects 

To complement the case studies, CDIE pre- 
pared background papers on two major re- 
gional agribusiness projects, PROEXAG and 
APEF which provided significant assistance 
for agribusiness promotion in Central America 
and Africa, respectively. 

PROEXAG developed in response to the ris- 
ing need for technical assistance in Central 
American USAID Missions, as the focus of 
Agency efforts shifted from the production of 
locally consumed, basic food crops to the pro- 
duction, marketing, and export of nontradi- 
tional exports. The project, which started in 
1986, was designed to support regional export 
promotion organizations, which help local en- 
trepreneurs, producers associations, and agri- 
bus iness  f i rms .  T h e  second phase of 
PROEXAG, known as EXITOS (Export and 
Industry Support Project), goes even further. 
It assists private corporations, cooperatives, 
and individuals active in ncntraditional ex- 
ports. The background paper provided consid- 
erable insight into the PROEXAG and EXITOS 
experiences. 

APEF, established in 1984, promoted agri- 
business investment in Africa. It encouraged 
U.S. firms to invest in agribusiness. To facili- 
tate direct foreign investment, APEF financed 
technical assistance, training, input supply, and 
market and other research. The background 
paper analyzes project achisvements and fail- 
ures and draws lessons about policy and pro- 
grams. 

Limitations 

Two limitations of the information gathered 
by these field teams should be mentioned. 
First, field teams were able to find only limited 
data on the impacts of agribusiness interven- 
tions. Most programs did not collect time se- 
ries data to monitor changes in agricultural and 
agribusiness activity during the life of an inter- 
vention. As a result, the assessmen: team relied 
hcavily on findings from the minisurvcys and 
on fresh analysis of data gathered earlier for 
other purposes. 

Second, the critical issue of causality was 
not fully resolved by the field studies. The 
teams generally succeeded in documenting 
changes contemporary with agribusiness inter- 
ventions, but could not consistently establish 
whether, and how much, those changes were 
attributable to USAID programs. CDIE evalua- 
tors often relied on anecdotal evidence or plau- 
sible inferences rather than hard statistical data 
to establish causal relationships. 

The limited availability of statistical data 
ilnderscores a need for instituting a cost effec- 
tive information system in major agribusiness 
projects, which can gather and analyze quanti- 
tative and qualitative data. Such information 
systems should focus on loth the performance 
of agribusiness projects and their effects on 
income and employment. Particularly attention 
should be given to the effects of agribusiness 
expansion on small farmers, farm workers, 
agribusiness processors and exporters of non- 
traditional agricultural products. 

Generating Broad-Based Growth Through Agribusiness A-3 



Fbcal Country Studies 

Eriksson, J., J. Balis, and R. Poulin. 1994. 
"Impact Assessment of the USAID Agri- 
business Program: Uganda Case Study. " 
Pho tocopy .  Washington ,  D. C. : 
PPCICDIE. 

Dolinsky, D. 1994. "An Assessment of Con- 
tract Farming at Lam Nam Oon, Thailand: 
A Combined Effort o f  USAID and the 
Royal Thai Government." Photocopy. 
Washington, D.C.: PPCICDIE. 

Fox, J., K. Swanberg, and T. Mehen. 1994. 
"Agribusiness Assessment: Guatemala 
Study." Photocopy. Washington, D.C.: 
PPCICDIE. 

Kumar, K., J. Lieberson, and E. Miller. 
1994. "An Assessment of USAID's Agri- 
business Progranl: Sri Lanka Case Study." 
Photocopy.  Wash ing ton ,  D. C. : 
PPCICDIE. 

Poulin, R. 1994. "Assessment of USAID's 
Bangladesh Fertilizer Market Privatization 
Program." Washington, D.C.: PPCICDIE. 

Poulin, R., and C. Olson. 1994. "Impact 
Assessment of USAID's Agribusiness Pro- 
gram: The Cameroon Case Study.'' Photo- 
copy. Washington, D.C.: PPCICDIE. 

Swanberg, K. 1994. "Ecuador Portfolio Ag- 
r ibus iness  Assessment ."  Photocopy. 
Washington, D.C. : PPCICDIE. 

Other Sources 

Abt Associates. The C;-tribution of Agribusi- 
ness to National Inconle and Employntent 
in North Africa and the Near East. Vol. I 
(main document). Agricultural Policy 
Analysis Project, Phase 11. Bethesda, MD: 
USAID. 

Bertrand, Trent. 1994. " Cost-Benefit Analy- 
sis of Selected Agribusiness Projects." 
Washington, D.C. USAID. 

Blumberg, R. 1992. "Gender and Ecuador's 
New Export Sectors." Draft. San Diego, 
CA: GENESYS Report to USAID. 

Blumberg, R. 1989. "Work, Wealth, and a 
'Women in Development' 'Natural Experi- 
ment' in Guatemala: The ALCOSA Agri- 
business Project in 1980 and 1985." 
Wonten in Developntent: vol. 111, Case 
Studies. Washington, D.C.: USAID. 

Blumberg, R. 1985. "A Walk on the 'WID' 
Side: Summary of Field Research on 
'Women in Development' in the Dominican 
Republic and Guatemala." Photocopy draft 
for AIDfConference Paper. Gainesville. 
FL: International Conference on "Gender 
and Farming Systems." 

Byrnes, K. 1993. "Melo~i Patches, Monster 
Pests, Muchos Problemas: Implications for 
Sustainable Development i n  the Dominican 



Republic and Beyond. Draft. Washington, 
D.C.: USDAIOICD. 

Center for Development Information and 
Evaluation (CDIE). 1993. " CDIE Assess- 
ment of AID Agribusiness Programs: De- 
s i g n  Proposa l . "  Washington,  D. C. : 
USAID. 

Center for Development Information and 
Evaluation (CDIE). 1990. "Export Promo- 
tion and Investment Promotion: Sustain- 
ability and Effective Service Delivery." 
Vol. 2. (Appendix). Washington, D.C.: 
USAID. 

Checci and Company, Inc. 1990. "Evaluation 
of the El Salvador Cooperative Production 
and Marketing Project." Washington, 
D.C. : Checci and Company, Inc. 

Chemonics International. 1993. "Evaluation 
of the Restructuring Agriculture and Agri- 
business Project." Submitted to USAID. 
Washington, D.C.: Chemonics Interna- 
tional. 

Delgado, C., and others. 1994. "Presenta- 
tions to Workshop on Rural Growth Link- 
ages in Sub-Saharan Africa." Washington, 
D.C. : International Food Policy Research 
Institute. 

Glover, D., and K. Kusterer. 1990. Small 
Farmers, Big Business: Contract Farming 
and Rural Development. New York:  
Macmillan. 

Hayami, Y., and R. Herdt. 1977. "Market 
Price Effects of Technological Change in 
Semi-subsistence Agriculture. " Arnericari 
Journal of Agricultural Economics 59:245- 
256. 

Hoppin, P. 1991. "Pesticide Use on Four 
Non-Traditional Crops in Guatemala: Pro- 
gram and Policy Implicatims." Ph.D. Dis- 
sertation. Baltimore, MD: Johns Hopkins 
University. 

Islam, N. 1990. "Horticultural Exports of 
Developing Countries: Past Performances, 

Future Prospects, and Policy Issues." Re- 
search Report 80. Washington, D. C. : In- 
ternational Food Policy Research Institute. 

Lele, U., and R. Christiansen. 1989. "Mar- 
kets, Marketing Boards, and Cooperatives 
in Africa: Issues in Adjustment Policy." 
Washington, D. C. : World Bank. 

Lycette, M. 1984. "Improving Women's Ac- 
cess to Credit in the Third World: Policy 
and Project Recommendations." ICKW 
Occasional Papers (1). Washington, D.C.: 
International Center  for Research on 
Women. 

Mahaweli Agricultural Research and Devel- 
opment Project. 1993. "Maha 1992-93 
Crop Diversification and Cultivation Cen- 
sus Report." Washington, D.C.: USAID. 

McKean, C., and J. Fox. 1994. Export nrrd 
It1 vesttnent Pron~otion Services: Do They 
Work? Program and Operations Assess- 
ment Report No. 6. Washington, D.C.: 
USAID. 

Minot, N. 1986. "Contract Farming and Its 
Impact on Small Farmers in LDCs." Wash- 
ington, D.C.: Michigan State Univer- 
sity/USAID. 

Murray, D., and P. Hoppin. 1992. "Recur- 
ring Contradictions in Agrarian Develop- 
ment: Pesticide Problems in Caribbean 
Basin Nontraditional Agriculture." World 
Development 20(4): 597-608. 

Roy, E. 1972. Contract Farming and Eco- 
nomic Integration. Danville, IL: The Inter- 
state. 

& 

Spring, A., and L. Trager. 1988. "Gender 
Issues in Rural-Urban Marketing Efforts." 
Office of Women in Development Techni- 
cal Paper. Washington, D.C. : USAID. 

Swanberg, K. 1993a. "A Background Paper: 
Africa Private Enterprise Fund." Washing- 
ton, D. C.: Development Alternatives, Inc. 

Program and Operations Assessment No. 9 



Swanberg, K. 1993b. " CDIE Assessment 
Background Review: Non-traditional Agri- 
cultural Export Support Project (PRO- 
EXAG) and Export and Industry Support 
Project (EXITOS), Regional Office for 
Central America and Panama (ROCAP)." 
Washington, D.C.: Development Alterna- 
tives, Inc. 

Thrupp, L. 1994. "Challenges in Latin Arner- 
ica's Recent Agroexport Boom: Sustain- 
ability and Equity of Nontraditional Export 
Policies in Ecuador." Issues in Develop- 

Generating Broad-Based Growth Through Agribusiness 

mcnt Report. Washington, D.C.: World 
Resources Institute. 

Thrupp, L., and W, Waters. 1993. "Export- 
ing Flowers, Fruits,  and Fashionable 
Foods: Sustainability and Equity Questions 
in Ecuador's New Agribusiness ~ o o m . "  
Second draft. Photocopy. 

Timberg, T. 1988. "Comparative Experience 
with Microenterprise Projects." Confer- 
ence Paper. Washington, D. C. : World 
Conference on Support for Microenter- 
prises. 


