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Abstract
 

A comparative overview will be presented of domestic policies 

(macroeconomic and agricultural) in Kenya, Malawi and Tanzania and their 

influence on the extent and character of agricultural growth. The 

contribution of the World Bank to agricultural growth in the three countries 

will then be reviewed, from the perpectlves of both policy advice and lending 

provided by the Ba nk, The prtes2ntation will be based upon the findings of 

case studies : the Bank's involvement in the three East African countries, 

carried out under DRD's Ianaging Agricultural Development in Africa (MADIA) 

Research Project.
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OVERVIEW
 

Comparisons between Kenya, Tanzania and Malawi are of interest
 

because all three 
started with somewhat similar initial conditions at
 

Independence but nave followed quite different policy paths with very
 

different economic outcomes. Agriculture is nonetheless the 
most important
 

source of employment, iiicome and exports in all 
three countries. Not
 

surprisingly, the performance of the 
>gricultural sector and the agricultural
 

policies pursued 
in each have been closely related to the country's overall
 

economic performance ind policies.
 

Kenya and Malawi have both done quite well in terms of growth of 

export crop producti-on, but Kenya's performance has been far superior in 

reconciling growith with equity. Tanzania has done least well on growth of
 

export crops, includiig those produced by smallholders. Tanzania's efforts to
 

sustain policies to achieve equ'ty have been 
hampered by the lack of growth of
 

the economy. Malawi's strong export growth has until 
recently diverted the
 

attention of many observers, including the Bank, from the 
sources of that
 

growth, including examination of the basic structural policies the government
 

has pursued as well as the technological constraints that have adversely
 

affected 	Malawi'q smallholler sector performance.
 

The relative performance of each country in the 
food sector is more
 

difficult to compare due 
to weak data. Again, however, Kenya appears to be
 

more advanced in promoting the process of 
technical change in the smallholder
 

sector, especially in maize production.
 

The breadth of participation in growth has had a profound impact 
on
 

tho nroces. of economic development in each country. Achieving equitable
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growth requires the development of a sophisticated network of institutions to 

service the needs of a large number of small, geographically dispersed 

producers with diverse resource endowments. Kenya, which admittedly started 

out with the most favorable institutional base at Independence derived from 

its large (Euroiean) farm structure, cashed in on this base and greatly 

broadened small 2armer access to institutional services. Nalawi's historical 

base of institution: serving a modern European agriculture was narrower than 

Kenya's. Its subseque't growth has maintained this narrow base of a European 

estate sector along with .n evolving but equally narrow indigenous (state 

sector in which growth appears to have occurred at the cost of incentives and 

investment opportunities for the smallholder sector. Tanzania pursued 

policies aimed at dismantling its historical institutional base, and 

experimented with many nev: institutional arrangements, which greatly 

destabilized the environment for smallholder production.
 

The -truzture of agricultural production and its growth is, however,
 

not simply determined by institutional and microeconomic factors but by the
 

quality and the staiility of the macropolicy environment within which
 

agricultural production is carried out. Kenya's macroeconomic and sectoral
 

policies wete far more conducive to growth than Tanzania's throughout the
 

1970s. Depending on the particular policy under examination, Kenya and Malawi 

exchange places in terms of demonstrating superior macroeconomic management -­

however, if the interaction of structural (estate-oriented) policies with 

macroeconomic policies is considered, Kenya was certainly superior to
 

Malawi. Both Kenya and Malawi have in addition provided a more stable
 

institutional environment for development than has Tanzania. Also, external
 

shock3 were more adverse in the case of Kenya and Malawi than of Tanzania.
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Tanzania's resource base is 
far more diversified and favourabie for
 

6rowth than that of Malawi and perhaps even Knya. Land availability, as
 

reflected in land person ratios, is much greater in 
Tanzania compared to Kenya
 

or Malawi although a small proportion of Kenya's Land (4%) is of very hitch
 

quality.
 

Per capita ODA levels have, however, been substantially higher in
 

Tanzania than in Kenya and Malawi. 
 While they began to declirLe from their
 

1981 peak due to Tanzania's Lardiness in adjusting i~s 
macroeconomic and
 

sectoral policies, they were still 
higher than in Malawi and Kenya in 1984 
as
 

donors were jlow to 
recognize the adverse effects created by Tanzania's
 

domestic policy environment.
 

The above arguments l.ead us to 
conclude that policy variables explain
 

much of the growth or stagnation that has occurred in the three countries.
 

Similarly, they help to 
explain how the benefits of growth have, have not,
or 


been distributed.
 

The Role of the World Bank
 

With the exception of smallholder tea, coffee and dairying in Kenya,
 

there appears to be relatively little connection between where growth has
 

occurred in the agricultural 
sectors of the three countries and where the Bank
 

has provided about 
$994.1 million worth of agricultural project assistance as
 

of 1986. 
 In addition the Bank provided $440.9 million of assistance in the
 

form of sectoral or structural adjustment lending in the three countries
 

during 
the 1980 to 1986 period. The fungibility of resources diverted to 
the
 

estate sector explains this phenomenon in Malawi, where th2 
Bank concentrated
 

its resources in the smallholder sector but in which there has been little
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growth. Growth in smallholder tea and coffee in Kenya -- the main source of
 

its agricultural growth -- occurred cortrary to the Bank's worldwide advice on
 

tea and coffee expansion to countries producing these comtodities (although,
 

paradoxically, thc Bank's lending for rgro-processing was -v.cial for
 

expansion of smalLholder production in Kenya).
 

In Tanzania the Bank's 1973 Agricultur3l Sector Report correctly
 

identified the constraints to growth and stressed chu need for a sequential
 

approach to the development of smaliholder agriculture that could capture the
 

most obvious sources of growth. However, this aptroach conflicted with
 

Tanzania's pu licies. The Bank's policy analysis after that was very
 

constrained by the Bank's reluctance to directly question Tanzanian
 

policies. its project portfolio was, until about 1981, ,,ery conditioned by
 

Tanzanian policies that were not growth-orieitted.
 

By the early 1980s macroeconomic difficulties were reinforced by
 

external shocks in all three coontr*es. These were combined with severe
 

p'oject implementation difficultiez; being encountered, especially in kenya and
 

Tanzania, but also in Malawi. This was 
partly a r!sult of the rapid expansion
 

of Bank lending, as well as that of other donors, to the agricultural sectors
 

of these countries, often for quite marginal activities under conditions of
 

weak planning and institutional capacity.
 

The World Bank financed a total of 68 agricultural project operations
 

in Kenya, Malawi and Tanzania between 1965 and 1986 -- 26 operacions in Kenya
 

with commitments of $500.50 million; 17 in Malawi with commitments cf $172.69
 

million and 24 in Tanzania with commitments of $320.95 million. Of 24 World
 

Bank agricultural project operations completed in the three countries between
 

1965 and 1986, Involving investments of $266 million, only 14 had positive
 



rates of return; ten had EERs equal to or exceeding ten percent. Not all
 

these poor realized returns were the result of unanticipated problems. Many
 

marginal investments were approved in 
support of political objectives of the
 

governments, especially ones 
Loncerning interregional income distribution.
 

While taking th t,3 concerns into account, it can nonetheless be argued that
 

the prolject.s financed were often not necessarily the most cost effective way
 

of addre'ing such concerns. 
 This and other evidence suggests that the
 

countries would have been better off if 
they had not borrowed from the Bank
 

for many of the activities funded. This 
is more true for Kenya and Tanzania 

than for Malawi where ERRs for a larger number of projects suggest a more 

positive impact. Ho;-ever, ?conomic evaluatior are done immediately upon the 

completion of projects. More '¢ t data on MaLawia sidliLurr -,'!ure
 

raise questions about :he long-term effects of projects initially regarded 
as
 

favourable.
 

Another noteworthy feature is that until quite recently the Bank's
 

assistance (as well 
as aid levels) were not positively related to the
 

conduciveness of policies or 
the level of performance of the three
 

countries. Pressure to 
lend in the 1970s resulted in indiscriminate growth in
 

lending and weak project portfolios that did not clearly reflect the positive
 

features of the Bank's macroeconomic and sector analysis.
 

The early 1980s ushered in an era of greater appreciation within the
 

Bank concerning the nature of 
the interactions between macroeconomic, sector
 

and micro constraints to growth and the need 
to more directly relate the level
 

and the composition of lending to the macroeconomic and sectoral policy
 

environment. This realization had 
three consequences: (1) attempts by the
 

Bank to 
seek macroeconomic and sectoral policy and institutional reforms in
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each of the three countries;! / (2) cancellation of poorly performing projects;
 

and (3) development of new projects that were geared to improving the capacity
 

of the governments to more 
effectively deliver basic agricultural services,
 

e.g., research, extension and input supply.
 

Policy distortions in the three countries have been the least in
 

Kenya although some difficult institutional problems remain with regard to
 

land tenure and the role of the private sector in agro-processing and
 

marketing. The Bank, howiever, was slow to appreciate the complexity of these 

issues. This led to an untimely effort at grain marketing liberalization 

attempted through 
the second SAL in a period culminating in a severe 

drought. By 198., the Bank's policy and project dialogue in Kenya had 

returned to a more balanced effort to address the p-roblen of priorities in the
 

sector as well a a number of institutional issues of a long standing nature
 

that had repeatedly been confronted in the course of project lending.
 

The past and future sources of growth in Kenya center on the issue of
 

intensification in tea, coffee, maize, dairying, etc. 
 The Bank would appear
 

to now be on the right track in Kenya in concentrating on improving
 

agricultural research and extension, credit, marketing, etc. 
in order to to
 

achieve intensification. Nevertheless, the relatively limited diagnosis,
 

through primary data collection and analysis, of the precise constraints to
 

achieving growth and hence the speed of 
reform may continue to be problems
 

unless the balance of resouv-es devoted to lending versus analysis changes.
 

Secondly, the Bank needs to seriously reconsider its policy advice to Kenya
 

l/ $440.90 million were provided in the three countries ($220.9 in Kenya,

$1.70.0 
in Malawi and $50.0 in Tanzania) in support of macroeconomic and
 
sectoral reform.
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concerning the development of 


concerns about limited world m 


collective go-'i of beverage pr 


limiting production. Hiowever, 


been inconsistent aith the rea 


Equally important, the treatme 


those related to the non-reali 


estimation of economic benefit 


prospects for primary commodit 


country and prcjecL specific a 


The effects of macro 


performance and on the Bank's 


The Bank was tardy in taking i 


environment for the size and c 


ways reinforced the government 


i.e., support for the governme 


strategy and its excessive foc 


ffee and tea. The policy has been prompted by
 

ket prospects for tea and coffee and the
 

icing countries whose interests are served b'
 

his advice has not served Kenya well and has
 

-ation of a dynamic comparative advantage.
 

of risks has been quite weak -- including
 

-ion of the Bank's price forecasts in the
 

At a more general level the issue of the
 

s produced in Africa and its implications for
 

ice needs serious review by the Bank.
 

d sectoraL distortions on agricultural
 

rtfoli.o have been the greatest in Tanzania.
 

o consideration the importance of the policy
 

content of its lending program and in several
 

worst tendencies through project assistance
 

's import substitution industrialization
 

on equity. These problems were identified in
 

the Bank's 1983 Agricultural S, tor Report, which repeated many of the themes
 

of the 1973 report. Once reco [zed, the difficulties of the large project
 

portfolio combined with the go 
 rnment's slowness in responding to these
 

problems, brought the Bank's a. Lcultural lending activity to a virtual
 

standstill from about 1983 to 36 when the government began to reconsider
 

structural reform.
 

In Malawi, on the otht hand, the Bank, through the SAL process and
 

several new projects in agricu iral research and fertilizer distribution, has
 

since the early 1980s helped tl government to correct some of the more
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important policy distortions -- those that favoured estates at the cost of
 

smgllhacders in the 1970's. On other sectoral policy issues which will have
 

profound long term effects on development, e.g., the lanc issue, the speed of
 

removal of fertil izer subsidies and the restructuring of ADMARC (he
 

agricu.t:ura market-ing paraszta )z, the Bank in our view needs to go further 

i.n anali: tihe basic: sour:ce of Malai 's .3tructural problems and needs to 

help develop a loi).ai.erm sr.rategy ut development that will address the 

question of how ro better reconcile growth wit:h equity. In this analysis the 

political economy aspects of policy reform need far greater emphasis than is 

true of the more narrowly defined economic analysis usually conducted by the 

Bank. 

The most important conclusions of our research concern the
 

recognition of the 3ank's obvious comparative advantage in policy analysis and
 

in the articulation of long--term country specific development strategies in
 

support of which donor assistance and domestic resource mobilization can be
 

organized through aid coordination. However, we observe a pattern in the
 

Bank's operations of inrufficient analysis of specific constraints to long
 

term development, including consideration of the implications for sequencing
 

and phasing of policy reforms and investments, before reform packages are put
 

in place. This hP. been accompanied by the lack of a long term view of
 

development, one that in particular places greater emphasis on human
 

capital/institutional development in the recipient countries relative LO the
 

emphasis phased on financial resource transfers. There is also inadequate
 

effort at aid coordination in which the comparative advantages of other donors
 

to undertake specific activities in support of a long term strategy are
 

explicitly recognized.
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The issues of donor comparative advantage and lack of analysis of
 

specific constraints are 
closely related. Lack of attention to critical
 

constraints is due in part to the insufficient attention paid to micro level
 

factors that potentially might inhibit the success of investments. This in
 

turn stems :oi, limited analytical capacity in recipient countries with which 

to undertake the necessary micronanilysis. Thus, donors need to devote greater 

attention Lo building up such analytical capacity. While this is an area 

where the Bank does not have a particular comparative advantage, it needs to 

both recognize and encourage the efforts of those donors who do possess 
such
 

comparative strengths.
 



GROWTH AN4D STRUCTURAL CHANCE IN EASI AFRICA: 

DOMESTIC POLICIES, ACRICULTUP-AL PERFORiANCE AND
 

WORLD BANK ASSISTANCE, 1963-1986
 

Uma Lele
 

L. Richard Meyers
 

INTRODUCTION
 

This paper on three East Africjn countries, Kenya, Malawi and 

Tanzania, draws upon the resultq of a wider study cf the role of foreign 

assistance in Afrirari agricul tural uevelopment , which is irn torn a component 

of a major Wor.d Bank research pc-oject, "Xanagi. ng Agci.cuitural. Development in 

Africa' (MADIA)..-']/ fcu! of the ,-,ADIA study on agriculture is the result 

of the wido recogni!: on amc rg AfLican govern-nts nd donors of agriculture's., 

central importance Ln overall econoinc development and thei r acknowledgment 

that past ,a lures in Africa have been largely a result of the failure of the 

agricultural ,ector. 

The foreign assistance component of MADIA consists of case studies 

that e):amine the experience of eight donors, including the World Bank, in 

providing assistance to agriculture in six African countries since their 

Independence.:: This synthesis paper on three East African countries 

* 	 We are grateful to Henry Russell, Lien Tran, Natasha Mukherjee, Linda 
Nunes-Schrag, Jan Sundgren, Pierre Seka, Narendra Rustagi, Robert 
Geraci and Maria Cancian for research assistance and computer work and 
to Kim 	Tran and Estela Zamora for tireless typing of drafts.
 

1/ 	 The other two major components of MADIA consist of: 1) a study of the 
politics of agricultural policy and 2) a scudy of the relationship 
between apgcicultural policies and performance. 

2/ 	 Other donors are USAID, SIDA, DANIDA, ODA, EEC, W. Germimny (BMZ) and
 
France. 
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summarizes the Vorld Bank's experience in Kenya, Malawi and Tanzania, drawing
 

on detailed reviews of the Bank's activities in each.!' It draws on the
 

World Bank's 7an:ania Agricultural. Sector ReporL prepared under Uma Lele's 

direction i 1921-23. and uhszcq'cn. comparn rvc wo...ron Tanzania, as well as 

reports prepared For LO MADIA study on the World Bank's role in Kenya and
 

Malawi's agricultural developmenr.'-:
 

The data on macro economic structure and performance we..e developed
 

by Yaw Ans.. Those an tricultoral policies for Kenya were
a 	 performtance and 


developed by Michael Westlak, and Kevin CWaver, Chandra Ranade for Malawi, 

and Uma LeI.e and El.len Hanak For Tanzania. 

The anal.sis of the .ank's role has involved a detailed review of the 

Bank's forml and informal economtic and >iecvor work as reflected in Basic 

Econcic. Repoit., Annual Economic Memoranda, AgriculLural Sector Reports and 

various project r . a :ed documAenrs, including StufE Appraisal Reports (SARs), 

Supervisi or, aepni, Project CompLerit eports (OCRs)and ProjectIc. o Performance 

and Audit Reporcs (PPARs). Consultauion with the concerned Bank's operational 

staff has als, been an equally importat independent source of data and 

analysis. 

Field investigations were carried out by Uma Lele in April 1985,
 

January 1936 and July 1986, involving discussions with co-financers of Bank
 

I/ 	 The other three countries included in the MADIA study are Nigeria,
 
Cameroon and Senegal.
 

2/ 	 Umr Lele and L. Richard Meyers, "Agricultural Development and Foreign 
Assistance: A Review of the World Bank's Experience in Kenya"; and J. 
C. Kvdd and N.J. Spooner, "ihe World Bank's Analysis of Malawian
 
Agriculture: Changing Pprspectives, 1966 to 1985". (Drafts).
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projects (in particular CDC, ODA, and USAID) and intcrviews with Kenyan and
 

Malawian governmeot officials and farmers. 
 LeLe's investigations in Tanzania
 

extended from 172 co 1974 and from 
1977 to 1982. During 1979-32 she was
 

responsitI~e ror the Bank's agricui;,_ra 
Lsecror analyvs is and lending operations
 

in Tanzania, 
 The study also draws on other regearch on ean:i of the countries 

by Bank staff and outside researchers.1/ The study would not have been 

possible without the cooperation and Qncouraging support of the Bank's
 

operational staff and the h.,overnmnLn i c:oncerned 

While the analysi presn ed here is necessarily historical in 

approach, it is intended to be more Han, just a retrospective treatmen: of the 

Bank's involvement in the agricuLtural sectors of the three countries. Its 

obiective in tracing pas. developments is to try to understand the relative 

roles of domestic policies and the Bank in the agricultural development of the
 

three countries over 
the past: ;o decades and then to explore priorities for
 

future government policies and donor 
(Us;?eciLy .horIc Bank) ass stance. 

Thus, the paper examine, in deai l rho huLure and patterns of agricultural 

growth in Kenya, Ma awi and Tanzania and then reviews the contribution of the 

World Fank to the process of agricultural growth in each of the three 

countries.
 

The process of agricultural growth is examined in the paper from a
 

specific point of view, derived 
from the work of a number of agricultural
 

I/ For instance, more than 500 
Ph.D. theses on MADIA countries have been
 
written in the U.S: a number are on agriculture -- 43 deal with Kenya,
 
20 are on Tanzania and 4 are on Malawi. These have been drawn upon
 
extensively a they often contain valuable detailed 
information on
 
specific problems. W have also drawn on the publications of FAO, ILO,
 
IFPRf and the TnsituL2s for Dev.lopmenc Studies in Sussex and Nairobi
 
as well as those of scholars in MADIA countries.
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economists who have been concerned with the process of structural trans­

1/
 
formation.- Lhese economisrs have explored patterns of agricultural growth 

which s irno Itaneou.', c r.atcd increased _mployment and incomes while expanding 

output. The'a recogni-d .. ...chhe eby 6 develk oiL there are 

diminishing returns in1 griculture under traditional technologies. However they 

point out low efficiency increasing realLocation of resources in agriculture 

which favours, the ucreased,, of Labor in agricultural output growth shifts 

effective demand outw,a Ads te a!.v. theth aL::tuie achieving rapid in3.me. 	 growth 

employment and iuncrme hr :ha thi. .ncccased effective demand has 

important growth I.rnkage eftects whi.ch make the process of d::.lopment self­

sustaining. This paper -:..eiore examines the policie.i and performance of the 

three East African countries in their poit- independence p riod from the 

viewpoint of the e_,tent- to which they have ac.hieved equitable growth and have 

created growth linkages.
 

The process e1 agcric,:'e :jri growth has also been considered from the 

viewpoint of Iensilicattor, which is defined in three different and inter­

related ways: (i) , shift from low to high value crops on aay given land; (ii) 

increase in yields per he. of any given crop; and (iii) a geographical shift in 

production of crops from areas of poor land quality to toose of higher land 

quality. The policies affecting agriculture in each country are evaluated from 

this perspective. 

Lastly, it is hard to review relationships between donors and the
 

I/ 	 See J. W. Meklcr, The New Economics of Growth: A Strategy for India and
 
the Develoin World. Ithaca: Cornell University Press, i976;
 
B. F. Johnston and P. Kilby, Agriculture and Structural Transformation: 
Economic Strategi.s in Late Develpi Countries. New York: Oxford 
University Press; U. Lele and John W. Mellor, "Technical Change, 
Dis-tributive Biaa and Labor Transfer in a Two Sector Economy," Oxford 
Economic Papers, 33. 3 (November, 1981): 426-441. 
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recipients of aid without seeming 
to he second guessing the protagonists with
 

the benefit of hindsight. To some extent this is unavoidable if lessons are
 

to be learned for the future. Nevertheless the study devoted considerable
 

effort 	to inentifying iheinto-rmation that was available at the time decisions 

were made. It discuses how this information was (or was not) applied, and uses
 

decisions and outcomes to suggest policy, analytical, procedural, staffing and
 

management implications for Bank/government interactions in 
the future.
 

Organization of the Paper
 

The paper is divided into two 
parts. Part I provides a comparative
 

overview of key macroeconomic indicators 
as well as the post-Independence
 

structure and performance of agriculture in the three countries. It also
 

briefly summarizes the effncts of atx:ernat 
factors, incIudiilg terms of trade
 

effeccs, on economic growth. The cumulative effects of overall foreign aid
 

levels 	are briefly reviewed, with particular attention to the relative
 

contribution of 
the World Bank. Lastly, the domestic agricultural policies of
 

the three countries that have contributed to the agricultural performance of
 

each are discussed.
 

Part II describes 
the evolution of the Bank's assessment of the
 

agricultural potential, performance and policies of each country 
 It then
 

reviews 
the nature of policy advica provided by the Bank to each. A description
 

of the Bank's ag'iculturaL lending by subsector follows 
in which lessons Learned
 

by the Bank and the governments are identifieu as well 
as some that might still
 

/

be learned.'
 

1/ 	 Development assistance considered includes both World Bank loans and 
mor-e concessional funding provided by IDA credits. 



PART I
 

A COMPARATIVE OVERVIEW OF THE THREE COUNTRIES
 

I. 	STRUCTURE AND PERFORMANCE OF THE ACRTCULTURAL SECTORS OF
 

KENYA, MALAWI AND TANZANIA
 

A. 	 Initial Conditions at. Independence
 

All three count.ries are former British colonies (or protectorates),
 

have relatively 
s milar ecological conditions and grow many of the same
 

crops. At Indepen, erco:the,,, inherited simi1ar agricuLturat structures, 

consisting of a large numner of small. African farms and a iiodern agricultural 

sector operated by colonial secrlers. Of the three countries, Kenya had the 

most favorable condi tions in terms of the size and development of its modern, 

largely European agricultural sector, and of its economy, physical 

infrastructure and insti Lutions. Both Kenya and Tanzania enjoy good ports, 

while Xalawi i.; l ,nt locked and hias faced serious transportation difficultiez 

since the late 1970s. Tn 1965 Kenya's per capita income of $103 in 1965 was 

thc highest followed b,, Tanzanials $77 and Malawi's $63. Kenya and Tanzania
 

had simila&r size populations (9.5 and 11.7 million in 1.965, resrectively)
 

compared to Malawi's 3.9 million.
 

B. 	_Ariculrire's Role in Overall Sconomic Development and the Process
 

ot Structural Transformation
 

Agriculture accounted for quite similar employment shares (84 to 91
 

percent) in the three economies at Independence in the mid-1960s (Table 1) and
 

by 1980 the percentages were still quite high (78% in Kenya, 86% in Malawi and
 



Table 1 

EMPLOYMENT SHARES BY SECTOR (PERCENT) 

4YEAR KENYA 	 MALAWI TANZANIA 

Agriculture
 
1960 86.0 92.0 89.0
 

lq(,r 84.1 90.6 87.6
 

1970 82.0 89.0 86.0
 

1975 80.1 87.6 84.6
 

1980 78.0 86.0 83.0
 

Industry
 
1960 5.0 3.0 4.0
 
1975 5.9 3.5 4.5
 
1970 7.0 4.0 5.0
 

1975 8.4 4.5 5.5
 

1980 10.0 5.0 6.0
 

Other Sectors
 
1960 9.0 5.0 7.0
 

1965 10.0 	 5.9 7.9 

1970 11.0 	 7.0 9.0 

197r 11.5 7.9 9.9
 

1980 12.0 9.0 11.0
 

Note: 	 Industry is defined here as Manutact:uring, Mining and Quarrying,
 

Constructicn, and Public Utilities (electricity, water, gas, sauitary
 

services).
 

Source: 	 World Bank, World Tables, Vol. II, 1983. 



-8­

83% in Tanzania). In a Kuznetzian "normal" pattern of growth, agriculture's
 

share in a country's CDP tends to be high early in the development process and
 

to fall during latwr stages. Surprisingly, during the 1967-73 period
 

agriculture alread: contributed a relatively low 34.3% to Kenya's CDP,
 

compared to 44.4% in Malawi and 40.8% in Tanzania (Table 2), once again
 

reflecting Kenya's more advanced stage of structural transformation. By the 

1982-1984 period, however, agriculture's sharu had fallen slghtLy to 32.6% in
 

Kenya and 3).0 in Malawi, but had risen to 51.6% in Tanzania. Meanwhile,
 

industry'. share in CDP, which was around 12t during 196-1973 in each 

country, had risen by 1982-84 to 15.6% i: Kenya and 11.8% in Malawi, while 

faling to 9.7% in Tanzania. Tanzania's Basic industrial Strategy of the
 

1970s (which strongLy discrimina,'ed against agriculture -- see Section 

IV.C.3.F below) :ctuallv had the reverse of its intended effect: it raised 

agriculture's share in CDP and reduced industry's. 

The share of trade in CDP was initially also similar in the three 

countries (Table 3), in which agricultural exports dcminated. Trade shares 

amounted to 58.5% in Kenya, 51.2% in Malawi and 53.31 in Tanzania for 1967­

1973 with agriculture's share in trade being over 90% in Malawi and about 80% 

in Tanzania (Tabie "0). in Kenya, however, it had fallen over Lime, from 74.7% 

during 1967-73 to 56.6Z in 1979-31. By 1974-1978, trade shares had risen to 

67.5% and 56,9Z in Kenya and Malawi respectively, reflecting increases in 

agriculturai ,xporL volumes as well as prices. In Tanzania, hovever, trade 

shares had declined to 48.5% deqpite the relatively more favorable movements 

in its barter terms of trade compared to Kenya and Malawi (Figure 1). 

Tanzania's sagnancy or decline i. exports is reflected in its nuch poorer 

income terms of trade (Figure 2). All three countries registered falling 



Table 2 

(DVRC74T OF rnDP) 

YtAR 	 KENYA MALAW' TANZANIA 

1967-71
 
Axricultura 14.3 A.4 40.8 
Industry " 12.2 11.0 11.5 
(Manufacturing) 11.8 11.0 9.9 
(Mining) 0.4 0.0 1.6 
Infrastrucura0' 15.0 11.6 14.5 
Puhlic Administr. 

& Defenjo 14.9 11.7 11.3 
-Others 4	 23.6 i.3 21.9
 

1q74-79
 
Agrtculturt 37.3 40.8 45.7 
tndustr" 12.1 11.4 11.1 
(Manufacturing) 11.4 11.4 10.5 
(Mining) 0.3 0.0 0.6 
Infrastructure 12.8 i.6 12.1 
Puhlic A14Tinistr. 
& n fenso 14.1 8.7 11.4 

Other ,3.l 16.19 19.7 

q79-1
 
Agriculture 31.0 18.0 51.5
 
Tndustry 13.3 li.A 11.0
 
(ManufacturinR) 13.0 11.8 10.4
 
(Mining) 0.2 0.0 0.5
 
!ntrajutructure 14.2 13.4 10.5
 
Public Administr. 

& Dif nue 14.8 9.8 9.9 
Othar& 24.7 27.0 17.1 

L982-84 
Agriculture 32.6 39.8 51.6 
tndustry 15.6 11.8 .7 
(Manufacturing) 15.4 11.8 9.3 
(Mining) 0.2 0.0 0.4 
Infrastructure q.1 12.0 10. 2 
Otublic Administr.
 
&;naffenne 	 Q.q 11.0 11.3 

Others 	 1.R 25.4 17.2
 

* tndustry7 In iefined as Minin; (fuel and other macals) an'A knu'acturin. 

* Tnfrar 	trucrura i! Ifin-d an i':osntruticn znd Tranioort and 

S** rOthers tnclud&s 'tradas, RAnk/Inutanca/R.al Estatn Ssrvican and 

Sourcas" 	 'orld ' nk, *-PT) for data up to 1983 for Kenya and "1-lawi, to 1982 
eor Tanzania. lq94 data ar obtainad Ircm CFMs for Kenya and 
1i1zwi. rnnublished data obtained fromi the Uank of Tanzania and 

other Tanzania Authorities for 19R1-1994 data. 

http:RAnk/Inutanca/R.al


Table 3 

TRADE SHARES IN GDP*
 
(PERCENT OF CURRENT VALUES)
 

KENYA MALAWI TANZANLA 

Share of Exports* ,'
 

1967-73 28.5 19.7 25.6
 
1974-78 32.0 22.8 19.5
 
1979-81 268 25.2 14.9
 
i982-84 26.5 20.2 10.9
 

.,1967-73 30.0 31.5 28.2
 
1974-78 35.5 34.1 29.0
 
1979-81 35.6 39.1 26.2
 
1982-84 29.3 27.3 22.7
 

Share of Trade
 
196773 58.5 51.2 53.8
 
1974-.7 67.5 56,9 48.5
 
1979-81 62.4 64.3 41.1
 
1982-84 55.8 47.5 33.6
 

Share of Netxports 
f -1.5 -1.1.F -2.6 
1974-78 -3.5 -11.3 -9.5 
1979-81 -8.8 -13.9 -11.3 
1982-84 -2.8 -7.1 -11.8 

* GDP is at market prices.
 

** Both Exports and Imports include go-ods and non-factor services.
 

Source: World Bank, EPD for data up to 1983 for Kenya and Malawi, to 1982 for
 
Tanzania, 1984 data are obtzined from CEMs for Kenya and Malawi.
 
Unpublished data obtained from the Bank of Tanzania and other
 
Tanzania authorities for 1983-1984 data.
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Table 4 

COMPOSITION OF TRADE * 
(PERCENT) 

YEAR KENYA MALAWI TANZANIA 

A. EXPORTS 

196/-7 3
 
, Cgriultu- 74.7 97.0 78.2
 
(Uood) 60.0 91.7 48.2
 
anufac turea 12.5 
 2.7 13. 2
 
Fuels 12.0 
 0.1 7.8
 
Mdals and Min3erals 0.7 0.2 
 0.8
 

1974-78
 
Priculturc 66.1 95.5 
 84.3
 
(Food) 54.5 
 93.5 58.0
 
Manufacture 13.1 
 4.4 11.1
 
Fuels 19.9 
 - 4.1 
Aeals and 0.9Minecals 0.. 0.5
 

1979-81
 
Agricui e 93.8 79.5Iu, 56.6 
(Food) 48.8 92.2 60.7 
Manufacture 12.5 6.2 14.1
 
Fuels 28.5 
 - 297
 
MetaY and Minerals 2.4 3.7 

1982--84"
 
Agric1.Ll tr.ute 61." 
(Food) 55.4 
Manufacture 11.8
 
Fuels 24.0
 
Metali and Hinarals 2.3 

B. IMPORTS 

196773
 

Ag ricui ture 9.5 15.3 9.3 
(Food) 7.4 14.2 8.4
 
anufactuve 78.4 76.3 79.8 

Fuels 10.8 7.1 9.4 
Mecals and kInerals 1.3 
 1.3 1.6
 

http:Agric1.Ll


Table 4 (continued) 

YEAR 	 KENY.A MALAWI TANZANIA 

1974-78 
4 

Agricuiitre 8.8 	 9.9 15.2 
(Food) 6.7 9.1 14.0 
Mnufacture 66.3 76.& 68.4 
Fuels 23.5 11.8 14.4 
Metals ind Ainerals 1.4 1.5 2,0 

1979-31
 
Agriculture 8.2 9.1 9.3
 
(Food) 2.0 8.3 8.3 
Manufacture 58.8 73-.9 67.3 
Fuel 31.7 15.6 21.9 
'ltais and Minerals 1.3 1.4 1.5 

1982-84M**
 
Agriculture 10.5
 
(Food) 8.6
 
Manufac=ure 51.5 

Fuels 6.7 

Metals and Minerals 113 

Food !mpocrs Per Capita (in constant 1967 US$)
 

1967--73 	 2.3 2.5 1.5
 

1974-83 	 2.6 1.7 (74-81) 2.3 (74-81)
 

*' L-gead: The Standard International Trade Classification (sitc) code has
 

been used:
 
Agriculture SITC (0+1+2+4-27-28)
 

(Food) SITC (0+1+22+4)
 
MANUFACTURE SITC (5+6+7+8+9-68)
 
Fuels STC 3
 
Metals and Minerals SITC (27+28+68)
 
Total Merchandiie Exports, imports -,griculture+Manufacture-rFuels+Mecals
 
and Minerals.
 

** 1982-84 £igur~is are for 1982-3 for Kenya and are not available for Malawi 

and Tanzania.
 

Sources: 	 The o1,Jo1d Bank Trade System (EPI) for trade data. IXF ­
,n1:ernatloaai Financing Stati.stics (1985) for population. 
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trade shares in the 1962-84 period. For Kenya and Malawi the terms of trade
 

declines were far greater relative to the 1972 base, 
than for Tanzania, and
 

indeed during the 1983 and 1984 period Tanzania's t.ris of trade had recovered 

from a Low of 19i2, whereas in Kenya and Malawi t:hey continued to remarn 

depressed. Tanzania's trade share had 
fallen to 33.6Z by i982--.984, over 20
 

points below its 1967-1971 level. as volumes for a number of its agricultural 

exports (sisaL, cashews, tobacco) ntagnated or declined.
 

Table 3 also shows that Kenya has had tl-:e best. record for net
 

exports, which were -1.50 of GDP in 196-73. drooped 
to -8.8% in 1979-81 and 

rose to -2.8i in 1982-34. Tanzan'n_ at exports were -2o6% o ,',;DP in the 

1967-73 period anLd worsened no move tnaa "-i1% after 1979. 'alawi has 

consistently had m;uch lar e r negatirve ine, cxport' (slightly over -11% of GDP)
 

than KenyA or 'ancaa ia 1982-.84, it:s ance trro ved to
until W:en negative h-fal a 

-7.0%. Current account deficits in the :hree countries show,',d roughly similar 

patterns to those of net exporr. Th. reasons for Lhe dif'erent ial behaviour 

of the trade sha:'e and net expart s are better underscood t hrouigh t he more 

decomposed picture of export and food crop performance presented below. 

C. Agricultural Perform,9nce
 

1. Export Crops
 

Coffee and tea are the two major export earners in Kenya. The share
 

of coffee ranged between a quLrter to a half of agricultural exports,
 

depending on icarnaLional prices, and averaged 20-28% of total exports in
 

Kenya durin:g the 1970 to 1985 perio;. The hare of 
tea in agricultural
 

expocts ranges between 131 and 36%. On average, tea constituted 12-19% of
 

total exports. Coffee and tea export volumes increased at 3.8% and 7.5%
 

http:1982-.84
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respectively in the 
1970 to 1985 period (Table 5). Kenyan exports of
 

horticultural crops also grew rapidly (12.7%) between 1970 and 1985 
-- albeit
 

from a small base. 

Smallholders have played an active role in Kenyan export crop
 

production through a shift 
in cropping patterns to higher value crops. The 

growth rate of smallholder coffee production was 6% compared to % for estates 

Leading to an increase in thc share of 3.allhoLder coffee production from 35% 

(60% of total area) in 1964 to around 60% in the 1980s (75% of area). 

Smallholde" ve. production increased at an impressiv 13.5% comparCed to the 

5.5% growth in 'o1.umes from estates and the share of smalholder tea 

production (and area) increasad from a round 5% in the Mid--1960s to 48% in 1985 

(65% of total area). Sma.iholder sugar production grew at 16.9% and estate 

production at 5.3% with the smaLlholder share of sugar growing from 11% of the 

total in 1973 to 48% in 1984. Much of the impressive growth i: the volume of 

horticultural crop exports in 1970-85 came from smalilholders. The smallholder 

share of marketed maize sates, which. was negligible at independence, is 

currently 45Z. SmalLholder dairying ;-oduction increased at 8.5% with the 

smallholder share increasing to 50% of the countr s milk (co which 

smallholders contributed little at Independence). Almost all the marketed
 

production of rice, pulses, 
cotton and pyrethrum comes from smallholders.
 

In sharp contrast to "enya, tobacco, tea and sugar, the three
 

important exports of Malawi, have all been estate crops, with tobacco earnings
 

ranging from 43% to 51% of the total eacnings during 1970 and 1985, those of
 

tea between 5% and 22% and sugar rising 
from a low base of 1.7% in 1970 to
 

17% during 1979-81, but Then declining to 9.3% during the 1982 to 1985 period.
 



Table 5
 

STRUCTURAL CHANGE AND ;ROW-Ill: A(;IC(UITIJRAL PERFORMANCE IN KENYA, HALAWI AND TANZANIA
 
1970-1985 a/
 

(Growth Rates in Volumes)
 

Product ion Food ProductionExports 


Kenya ge iya M A I awl M a IZe -I / 

Coffee 3.8 Coffee Tea Production Purchases Sales (Net Sales) 

Tea 7.5 - Smallholder 6.0 - Estate 4.5 Kenya 3.9 2.4
A 

9.2 (6.8) 

Horticultural crops 12.7 - Estate I.0* Tobacco Malawi 1.5* 19.1 2).7 (4.6) 

Tea - Smallholder 0.3* TanzanIa 2.1 I.1' 1.9 (0.8) 

Ilawi - Smallholder 13.5 - Estate - Burley 15.4 

Tobacco - Estate 5.5 Estate - Flue- Food I3por-8
 
- Burley b/ 14.1 Sugar cured 10.4 Kenya 6.4
 
- Flue-cured b/ 9.2 - Smallholder 16.9 Sugar Halawf 3.1
 

Tea b/ 5.2 - Estate 5.3 - Estate 14.7 Tanzanl 3.0*
 

Sugar b/ 28.1 Dairying Rice
 

Groundnuts c/ -13.2 - Smallholder 8.5 - Smaliholder -2.7* Food Aid (Total Ceres'a)
 

Cotton c/ -12.5 - Large Farm 0.0* Groundnuts - Kenya 43.1 e/
 

Rice - Smalholder -7.2 -,Ma I awl 28.6 
- Smallholder 2.8 Cotton - Tanzania 23.5 
Cotton - Smallholder 1.1* 

- Smallnolder 4.9 

Tanzania Tanzania 

Coffee 0.8* Coffee 

Cloves -2.7* - Smsllholder 2.3 

Tobacco -47* - Estate -4.1 

Cotton r/ -2.3 Tea 

Sisal -5.9 - Smallholder 13.7 

Cashewnuta c/ -6.8 - Estate 1.0 

Tea 1.9 Tobacco 
- Smallholder -4.8*
 
- Estate -7.5
 
Sugar 0.8*
 

Cot ton
 
.- Smallholder 1.6*
 

Statistically Insignificant (all other figures significant at the .05 level).
 

a/ See accompanying -Years and Sources for Table 5.- In some cases data are not available for the complete 1970-85 period.
 

b/ Estate crop.
 

c/ Smallholder crop.
 

d/ Purchases an,' sales refer to "official" purchases and sales. "Net sales" are sales minus purchases.
 

e/ Started from a very low base during 1970 to 1978 and then dramatically increased in 1979. 



iEARS AND SiJRCELS i0R IABLE 5 

Export Volumes Maize Production 

1EkYA 

MALAW1 

110-1985 

1910-1985 

Econoeil 

ADARC 

Surveys KENYA 
Produclion 

Purchases I Sales 

1910-1984 

l910-l3V5 

NC'P 
NCPB 

IANZANIA 

Coffee 
Cloves 
Tobacco 

Cotton 
Sisal 

C.iiewnuts 

!ta 

19!0-1981 
1970-1981 
1970-1935 

19!u-1991 
1910-198I1 

1970-1995 

1070-1984 

1970-1118: fin. of Agriculture; 1979-1981: iBRO 
!BRD 
1970-1978: Min. of Agriculture; 1979-1985: MOB 
1970: in. of Agricalture; 1971-1975: MDBi 1976-1981: 
D 
91'-t7?1: fixv. f Agriculiuce" 19U-!85: MOB 
197U-1977: lternatl leiCoczittee; !978-1984: USDA 

IBR3 

IALAMI 

Production 
PrEhases 
Sales 

IANIM!A 

Production 

Purchases 

Sales 

1970-1984 
1970-1985 
1772-19a5 

19io-1984 

1970-1985 

1910-183 

fAD 
ADMARC 
AD!!;RC 

FAD 
r 

MD[ 

Pro~u.t~cn Vnluses 
Food Imports 1970-1985 World Bznk Trade System IEFD) and Country Economic Mecorandi 

tEHYA 
Cotiee 
lei 

Sugar 
--Smallholder 

--Estate 
Dairying 

Rice 
Cotton 

1970-1985 kenyi Coffee Board 
;91k-1985 eno' leaDevelopment Authority 

1973-1985 Econoac Surveys 

1910-1985 Econoaic Surveys 
197u-1985 Data compilei by 1.R. McDonald 

1970-1982 1enya Statistical bstrtct 
191u/7l-1984/B5 Cotton Seed and i.ini Marketing Board 

food Aid 

KENYA 

WANI 

IANZANIA 

1970/71-1984t85 FAD, "Fovd Aid in figures', Deceber IB3 

1970/71-1981/B FAD, vod A:d im Figures', [eceabzr 1983 

1970/71-1984085 FAD, *Fcob Az in Fi ures". Deceb-r 1993 

MIAJAWI 1970-1985 ADIARC 

IANZAMIA 
coffee 
lea 

lobarco 

Sugar 
Cotton 

197u-1985 
1910-1915 

1979-1985 

1910-1985 
1911-1984 

1970-1972: EEC; 
HOB 

MOB 

MOB 
MDb 

1913-1985: MOB 
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Production of burley tobacco increased by 15.4% annually, flue cured tobacco
 

by 10.4%, tea by 4.5% and sugar by 14.7%. Groundnuts (the only crop grown by 

smallholders). ,hieh was 
peoW y a major expcrt generating about 11% of
 

total export earnings in the 1970-73 Jeriod, d .1ined to 1.2% in the 1982-85
 

period. Groundnuts e :port ;ol7umes declined by 13.2% annually and 
the
 

production of cotton (another smallholder crop) also doclned by 12.5% 

annually.
 

Tanzania has had a much more diversified export base compared to
 

either Kenya or Malawi with coffee contributing 23% to 35% of total. export
 

earnings during the 1970 to 1985 
period, but with other important exports
 

either stagnating or declining in shares, e.g., 
cloves and tobacco remained
 

steady at around 10Z ano 4% of earnings, respectively, but cotton declined
 

from 20% to 14%, sisal from III to 6%, cashewnuts from 9% to -%, et-c. Only.
 

coffee and tea export volumes gre, in Tanzania, but by only 0.8% and 1.9%
 

respectively. Export volumes of all 
othe: major crops showed a decline e.g., 

cloves annually by 2.7%, and tobacco by 4.7% (both of these albeit at 

statistically- insignificant levels), cotton by 2.3%, sisal by 5.9% and cashew 

nuts by 6.8%. 

Unlike in Malawi where estate crop production showed a sharp rise, in
 

Tanzania it declined even more sharply than agricultural exports leading to an
 

increased share of smallholders in export crop production, if only by default.,
 

For example, estate coffee production declined by .1I annually whereas small-­

holder production Wncreased by 2.3% annually. SaiLholder tea production
 

increased by 13,7 c-.tuatly albeit from a small base, whereas 
estate production
 

increased only by 1%. Both smallholder and estate tobacco production declined by
 

4.% and 7.5% annually from 1979 on. Sugar production increased only by 0.8%.
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2. Food Production
 

The compara;tve performance in food production in the three countries 

is of intcrec rcm ; :ZIt of iLs effect welfare as well -as7 c1 on 	 balance 

of payments. However. rhe re1 eveinc data fvorn FAO and the cespective 

ministries of agriculture are relatively Less consistent than in the case of 

export 	crops. With the exception of Malawi we I-ave relied the data from
on 


the ministries of agriculture, which, appear to be internally more consistent,
 

although they are based on subjective reporting systems whose validity is 
not 

very certain. 

We focus on maize as the mosr important foodcrop in the three 

countries. Kenya shows a growth rate of 3.9% annually between 1970 to 1985, 

compared to 2.1% for Tanzania and only 1.5% for MaLawi (TabLe 5). While Kenya 

appears to have done better, ocher related indicators of maize performance
 

need to be considered to make a firm judgament given (.-he paucity of reliable
 

production 4ata, this
'ro.ao viewpoint, Keiya' s food imports show a faster rate
 

of growth (6.4X amually) compared to Tanzania's (3.0%) and I-alawi (3.1%). 

There are three possible explanations for this. First, food imports volumes 

are greatly influenced by the inciderice of droughts. Kenya's largest imports 

took place in L985, i.e., at the tnd oL the period under consideration whereas
 

Tanzania's imports were great 
in 1,974 and 1975. The timing of these increases
 

affects the growth r-tes.i/ Second, food aid data show higher receipts ior
 

Tanzania (1,647 million of cereals 
in the 	1970/71 - 1984/85 period), compared
 

1/ 	 Also, the greater year to year fluctuations in Tanzania are reflected in a
 
higher year to year grow rate 
average than for the other two countries.
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to Kenya (1,058 m.ton) and Mal'iwi (only 37,000 tons). Although rates of
 

cereal food 3ild once agai.n show higher growth rates for Kenya (43.1%) compared
 

(2S.6) 22aza3i albeit 


received more 


to Malawi i-;d 23.5%), from a small base, Tanzania also 

skim milk powder than Kenya which had a much more thriving
 

domestic dairying industry.I/
 

Thirdly, higher food imports may be a result of more rapid growth in
 

domestic demand, which would be a fanction of urbanization and overalL
 

population as w-,ell as income growth.2 / Kenya's population growth rate has
 

been higher tha,- Tanzania's or Malawi's. However, its income growth was also
 

greater and mnore broadbased than the other two countries, suppcrting Mellor's
 

observation t:hat: rhe 29 most rapidly growing developing countries have
 
3/
 

experienced the inostr rapid r.te of growth in food imports.- This point also
 

applies to the supply f! mai:.e offered to official channels b,.,
producers.
 

Because much of the growth in Kenya resulted from the settlement of small
 

farmers on formerly European lands, .he productivity per ha of maize
 

increased. However, marketed surpluses did not 
increase commensurately due to
 

increased domestic demand.
i /
 

I/ 	 Needless to say, Kenya's food import capacity was greater 
than that of
 
Tanzania or Malawi. Its food imports ranged from 6.5% 
to 22% of
 
exports, Malawi's between 9.8% 
and 23.8% and Tanzania's fluctuated from
 
a low of 6.8% to a high of 42% of export ernings in 1975.
 

2/ 	 Reliable estimates of urbanization have not been available. However,
 
there appears to be no significant difference in the rate of
 
urbanization in the Lhree countries.
 

3/ 
 J. W. 	eIl.or and 13. F. Johnston, "The World Food Eutation: 
Interrelations Among Developmenc, Employment and Rood Consumption,"
 
Journal of Economic Liera.ure, 22 (June 1984): 5,A-574.
 

4/ 	 See Chapter VI, Lele and Meyers, op cit.
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Data on "officially" marketed surpluses and official 
maize sales
 

allow determination of the extent ot net official sales, which provides
 

additional insights concerning the ot food
,rowth domestic production,
 

performance and consumption. Tn Kenya ,ro:c & volumes soli during 1970 to
 

1985 to the official monopsonist Natonal Cereals and Produce Board (NCPB)
 

were 2.4Z (a stanistically insigni Ficant growth rata) 0.7d maize 
sales by NCPB 

were 9.2Z annually, or a growth in nct saa. AU 6.81 (see Table 5). in 

contrast, in lanzaniai oA&. i maize purchases by the National Milling 

Corporation (NMC) increased by only 1.1Z annually and sales by 1.9Z, 

reflecting a growth rate of net sales of 0.8Z annually. 

In Malawi , on :ne ot a,r hand, ADARC purchases increased by an 

unprecedented annual rate of 19.10 annually whereas ADMARC sales increased by
 

23.7% annually suggesting 
a growth of net sales of 4.6% annually. It is thus
 

evident tWar: of the three countries Kenya has; had the highest 
rate of growth
 

of net sales, even 
In the face of the highest growth rate of maize production,
 

suggesting increased dependence on 
the market by the Kenyan population.
 

The growth of ADMARC's .maize purchases has baffled many observers in
 

'iew cf the iow growth tate of maize production, although the, seem to be less
 

puzzling when considered in relation to sales. Some observers have argued
 

that growing official maize purchases reflect an element of distress in the
 

post arvest season resulting from the 
lack of growth of agricultural incomes
 

and purchasing power among the vast majo-ity of small producers. /
 

I/ See, for instance, "Food Pricing Policies 
and their Implications on
 
Nutrition," Ministry of Agriculture, undated.
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Critics of Malawi, 
including government officials, point to the high level of
 

malnutrition and infant mortality -- one of the worst in Africa --
 in support
 

of this conclusion.:'
 

We will examine the role of price and technology policies in
 

explaining the 
likely growth of food production and consumption in these three
 

countr-ies in Section III.
 

D. Agriculture and GDP Crowth
 

The three countries have had strikingly different GDP growth records
 

since the mid-lOs, .hich have been cLosel, related to the growth of their
 

agricultural sectors. Over the 1967-1973 period, 
CDP at factor cost grew at
 

7.8% in Kenya, aompared to Malawi's 4.6 and Tanzania's 4.4Z (see Table 6).
 

Agricultural GDP grew at a high 5,4Z in Kenya duriig the same period mainly
 

due to the growrh of smailboLder coffee, tea, maize and dairying compared to
 

2.8% and 2.3% in Malawi and Tanzania, respectively. During 1974-78, CDP
 

growth was similar (at 4.5% and 5.1%) in Kenya and Tanzania as was
 

agricultural CDP growth (4.1% and 4.7% respectively). In Malawi however CDP
 

growth accelerated to 6.4% and, due to 
the policy of estate expansion detailed
 

below, agriculLure CDP was 
also much higher at 5.8%. Kenya, however,
 

experienced a robust 
4.03 CDP growth rate during 1979-81 after the second oil
 

shock, whereas Malawi's growth rate declined to -0.8% and Tanzania's to
 

1/ "Food Production and the Nutrition Status in Malawi." 
 A paper prepared
 
by a study ream comprised of members from the Department of Economic
 
Planning and Develcpment, Ministries of Agriculture, Finance, Education
 
and Culture, Health 
and Community Services, for the Interministerial
 
Symposium on Nutrition and Development held in Mangochi from 31st of
 
July to 2nd of August i986.
 



Tab le 6
 

RFAL rT)P (,RC)Wn RAT71 (a)
 

NY A 	 k7NL7AIZ KCF 	 MALAWT 

lqA7-73 

Agriculture 1.4 	 2.8 2.1
 
Tndustry 14.n 5.3 4 4.8
 
( 4anufacturinA) 14.2 5.5 7.8
 
(Mining) 12.8 -6.2
 
nfrastructuru 7,7 8.2 - 9.5
 

Pubtc Administr. ­

, efane 10.1 0.1 7.8
 
0tlers 8.7 5.0 2.7
 
cP '.c. 7.8 4.6 4.4
 

1q74-7.1
 
Agriculture 4.1 5.8 4.7
 
Tridusnrv fi.6 6.7 4.1
 
(Manufacturing) 6.6 6.7 4.7
 
(Mining) 6,5 	 -2.7 
Tnfrastructure 1.3 2.6 3.9
 
Public Administr..
 

& Dwenze 6.4 5.? L1.8
 
Other,; 3.A 7.6 4.0
 
," F. r 4.5 	 6.4 5.1 

107q-81 
kgricul ture ..1 -3.9 	 -. 

Trtdumtry 5.1 2.R -9.4
 
(Manufacturing) 5.5 2.8 -10.2
 
(Mining) -8.1 2.7
 
Tnfrastructure 5.9 -2.2
 
Public Administr. 

& r)efensa 6.1 8.2 10.0
 
Others 6.3 -2.6 -. 3
 
crTP F.C, 4.1 -0.8 1.7
 

1982-84 
Aricultura 4.4 	 5.8 1.8 
Tndu-tr" 3.0 	 3.4 -10.0
 
(Manufacturing) 3.0 3.4 -9.9
 
(Mining) 0.0 -2.7
 
Infrastructur 1.6 0.8 -5.6
 
Public Administr.
 
& rofanad 4.0 7.7 8.2
 

Othern 4.0 5.1 0.9
 
(,DP F.C. 3.7 4.6 1.1
 

* 	 Tndumtry is defined as MininR (fuel and other metals) and manufacturing. 

Infrastructure asI 	 i3 defined Construction and Transport and Communication. 

•** 	 r(fP is at factor coat to be consistent with individual sectors whose output .re 
at factor coqt 

(a) 	Averaga annual growth rates.
 

qource: 	 World Uank, Fn)P for data up to lqA1 for Kenya and MAlavi, and up to 19R. 
for Tanzania. 1984 data are ohtained from (vMs for Kenva and Malawi. 
TInouhlished data obtained from the Rank of Tanzania and other Tanzania 
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1.7%. During this period agricultural growth once again mirrored overall
 

growth performance. Kenya's agricultural growth rate was 
also the besc (1.5%)
 

of Lhe three compared to a sharp drop of -3.9% in Malawi (due to a severe
 

drought during the 1979/80 growing season) ai.d -1.0% in 
Tanzania. 

By 1982-84, GDP growth had been restored to 4.6% in Malawi, rose to 

3.7% in Kenya, but remained only 1.1Z in Tanzania. Once again, the agriculturat 

sector growth rates contributed to the GDP growth rates, being 4.4% in Kenya, 

5.8% in Malai boo only 1.8% in Tanzania. Several other sectors of the 

Tanzanian economy also experienced negative growth (-10.0Z in industry, -5.6% i, 

infrastructurf., etco) resulting irom the foreign exchange crisis created by 

stagnant export.s. FhU., the gap between the performance of Kenya (and to a 

lesser extent o Malawi) wiith that of Tanzania had widened considerably by the 

beginning of the 1980s with Kenya's performance being the best of the three. 

E. Macroeconomic Environment 

Kenya's superior agricultural performance is a result in part of the
 

,
extent to which Kenya adeped gererail , moderate -,acrc .o,.,ic ;oiicis. 

Figure 3 shows the trade weighted real effective exchange rates for Kenya, 

Malawi and T'.nzania using the 1972 base. Malawi and Kenya each avoided 

overvaluacion of their currency through regular adjustment of the nominal 

rates whereas Tanzania's exchange rate overvaluation increased sharply over
 

time with the index ha-'ing reached 33.9 in 1985 compared to 98.9 in Kenya and
 

112.1 -/ in Malawi. Kenya's gross domestic saving rate was also the
 

./ The results do not change much if a current 1982 base is used.
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highest (20.8% in 1967-73), falling slight.ly ro 18.3% in 
1982-84 (Table 7).
 

In Malawi it was 8.2% in 1967-73, rose to 18.3% in 1i74-78 and fell to 14.9%
 

in 1982-84. 1n Tanzania the domestic saving rate fell 
sharply from 18.2% in
 

1967-73 to 8.3,. in 1932-84. 

Cross capital Tormation as a share of GDP was 22.3% in i(enya in 1967­

73, rose to 2714 in 1979--81 follo,ing the coffee boom and declined to 21% in 

1982-84. Concommitment with Malawi's higher .lrowth rate in this period, gross
 

capital formation reached 
a high of 29.6% in Malawi during 1974-78 (through a 

combination of incresed borrowing and savings, - but by the early 19803s i- had 

fallen to a Level simil;ir tc Kenya's, in Tanzania, the rate remained at 

approximatelv 21" from 1967--73 t:o 1982-84. Kenya's savings and investment 

behaviour involved broader participation than in Malawi as in the latcer case 

;r was closely assoCiatoed with the growth of estates and other investments 

financec, by implicitly taxing the smallholder sector through a producer price 

policy (see Section I1.B.3). 

1. 	 Levels and Sources of Government Expenditures
 

In this section we examine budgeu deficits (i.e., total revenues
 

exclusive of grants minus total budgetary expenditures exclusive of ending 

minus repayments) and overall deficits (to include foreign grants and net
 

lending). Kenya'% expenditure (less net lending) as a percent of GDP ranged
 

between 21% in 1974 and 1984 to 32% in 1979. However, the average share was
 

very stable and accounted for about 24% 
except between 1979-81, when it 

reached 30% (see Lable 8). 

http:slight.ly


Table 7 

INDICATORS OF AVERAGE ECONOMIC PERFORIIANCE
 

(PERCENT)
 

YEAR 


1967-73
 
Real GD11 Crouth Rate (gdp 
Gt.owth Rate of Population 


GrowthPer G 
fnvejtment co GDP Ra:io 

Tot.al Saving Ratio 
Net Exports Ratio 

.p. ) 

Current Account De1lzia t to GDP Ratio 

Tutal Deot to Exportt 

Debt Se.-vice to Exports 
Fiscal Deficit to GDP Ratio 

Inflation Rate (cpi) 

Irflfion Rate (gdp deflator) 

Real Gro .,h Rate of Agri. Output 
Real Growth Rate of Manuf. Output 

Real Growth Rate of Mining 
Rea2, Growth Rate -if Exports 
Real Growuth Rate if Impovts 

Borrowing from the Central Bank as 
Rural Populatiou aa 7. of Total 

Z GDP 


1974-79
 

Real GDP Growth Rates (gdp 
Growth Rate of Population 
Per Capita GDP Growth 


Investment of GDP Ratio 

Total Saving Ratio 

Net Exporti Ratio 

Current Account Deficit to 


Total Debt to Exports 

Debt Service to E:cports 


Fiscal Deficit to GDP Ratio 

Inflatior Rate (cpi.) 

a.p.) 

GDP Ratio 


Lnflatikn Rata (gdp deflator) 
Real Growth Rate of Agriculture Output 

Real Growth Rate of Manufacture Output 

Real Growth Rate of Miniag 

Real Growth Rate of Expjrts 

Real Growth Rate of Lmjo3rts 


Borrowing from the Central Bank as % gdp 


Rural Populationas % of Total 


KIEYA 


8.( 
3.5 

5.0 


22.3 

20.8 

-1.5 
-3.0 

61.4* 

4,7* 


-3.4 

4.2 

3.3 

5.4 


14.2 

12.8 

3.1 

4.0 

1.0 


89.7 


4.7 
3.6 


].1 
23.5 

20.0 

-3.5 

-6.2 

74.6 

6.4 


-3.6 

16.0 

14.5 

4.1 

6.6 

6.5 


2.0 

7.8 

3.6 


87.4 


TANZANIA MALAWI
 

5gp. 	 5.2 
2./ 	 2.5
 

2.5 2.7 
20.8 20.0 
18.2 8.2 

-2.6 -11.8 

-2.9 -11.7 
120.6* 	 148.7*
 

5.6* 7.1*
 
-5.0 -2.4
 

8.5 	 12.5
 
6.2 	 5.8
 

2.3 	 2.8 
7.8 5.5
 

-6.2
 
3.6 	 5.9
 
6.1 	 8.7
 
3.6 	 1.4
 

92.8 	 93.6
 

4.7 	 6.b
 
4.0 	 3.4
 

0.7 	 3.2
 
20.6 	 29.6
 

11.0 18.3 
-9.6 -I11,3 
-8.1 -8.9 
1J7.1 18..7
 

6.6 12.5
 

-7.6 -0.9
 

15.1 8.5
 
14.7 	 10.2
 
4.7 	 5.8
 
4.7 6.7
 

-2.7
 
-6.8 -0.7
 

2.8 	 6.1
 

8.2 	 2.9
 

90.1 	 91.6
 



Table 7 (continued)
 

YEAR KENYA TANZANIA MALAWI 

1979-81 
Real GDP Growth Rates (gdp m.p.) 4.2 1.8 2.0 

.rowth Rate of Populariol 5.3 3,2 2.6 
Per Capita GDP Growth -1.1 -1.4 -0.6 

Investment to GDP Ratio 27.0 22.2 27.0
 
Total Saving Ratio 18.2 10.8 13.2 

Net Exports Ratio -8.8 -11.4 -13.8 
Current Account Deficit to GDP Ratio -10.5 -10.2 -12.7
 
TotZal Debt to E,port5 120.2 261.1 211.4 
Cebt qervice to Exports 14.3 9.4 24.8 

Fiscal Deficit to GDP Ratio -4,6 -10.1 -1.0 
]nfiaz:cn Rate (cpi) 1.1.2 23.2 4.0 

Inflation Rate (gdp Deflator) 9.0 21.9 9.1
 
Real Growth Rtae of Agriculture Output ].5 -1.0 -3.9 
Real Grouch RfcLc of Manufacture Output 5,5 -10.2 2.8 
R3al Gru-wh Rae of ining -8,3 2.7 

Real Growrth Rate of Export" -1.3 8.5 11.9 
Ieal Growth Rate of import,i -9°9 -8.3 -4.6 
Borro,.ing from the Central Bank as % gdp 6.0 18.O 9.3 

Rural Populatioa as % of Total 85.8 88.2 90.5 

1982-84 
R -,I (I'DGrowth Rates 'C dp vt.p.) 1.8 1.1 3.5 

Growth Rate of Popul2;iu 4.1 3.2 3.8 
Per Capita GOP Growth .2.3 -2.1 -0.3 
Investment to GDP Ratio 21.2 20.1 21.9 
Total Saving [Ratio 18,.3 8.3 14.9 
Net Exports Ral:io -2.9 -11.8 -7.0 
Current Account Def cif to DE Ratio -4,7 -11.9 -3.0 
Total Debt to Exports 158.8 490.6 21)7.0 
Debt Service to Expo:s 20.9 12.7 21.7 

FiscaL Deficit to GDr Ratio -3.9 -3.9 -0.7 
Inflation Rate (cpi) 14.0 30.6 5.4 
Inflation Razt (gdp deflator) 9.6 12.9 9.4 
Real Growth Rat" of Agriculture Output 4.4 1.8 5.8 
Real Growth Rat:e: of Hanufacture Output 3.0 -9.9 3.4 
Real Growth Rat¢e of MLining 0.0 -2.7 
Real Growth Rate of Exportr. 2.9 -15.8 -0.9 
Real Growth Rate of Imports -6.4 -4.1 -0.4 
Borrowing f, om the Central Bank as Z GDP 10.4 21.9 19.3 

R-iral Populatlon as % of To.al 

* The Average is over 1970 to 1973. 

Source: ' kjrld Bank (EDP, CEMs, World Tables), IMF (IFS, 1985). 
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Table 8 

Coaoosition of Government Financiai Poerations 
(Percent oi GOP at Martet Prices; 

1971-71 1974-79 1979-81 1982-8b
 

Kenya 
I Government Expenditure 24.8 24.1 30.4 24.5 

2 Governeiit Revenue 19.3 18.8 23.9 22.6 

3 Budgetary Deficit (2-f) -5.5 -5.3 -6.5 -1.9 

4 Government Expenditure Net Lending 25 24.3 31.8 28.9 
5 6overnoont Revenue L Foreiqn Grants 19.5 19.3 24.6 24.2 

6 Over-all Deficit (5-4) -5.5 -5.1 -7.2 -4.7 

7 Financing The Doiicit (P+9-10) 5.5 5.1 7.2 4.8 

8 Externa Borrouaiq 2.1 1.9 3.5 1.2 
9 Do"z".ic Borroiung 3.2 2.9 4.2 3.4 

10 Cbannp inCash Balances -0.2 -0.3 0.5 -0.2 

Maiaui 
I 6overneent Expenditure 23.5 22.1 33 30.2 

2 Governaent Revenue 14.2 14.1 1819 18.1 

3 Budgetary Deficit (2-1) -9.2 -8 -14.1 -12.1 

4 Government Expenditure h Net Lending 25 23.3 35"1 30.3 

5 Governnent Revenuo L Foreiqn Grants 15 15.3 22.Z 20.8 

6 Over-all Deficit (5-4) -10 -d -12.a -9.5 

7 Financing Thk 06icit (8+9-10) 10 8 12.9 9.5
 

8 Eiterna! Dorro-anq .9 5 7.4 5.9
 
? Dooestic Borroning 1.6 1.7 3.9 4.3
 

,0Chanqu inCash B lances -1.5 -1.3 -1.6 0.7
 
------------- __---- -- ---------------------- - ----------------	 ---------- ---

Tanzania 
I Gov,:rnjrt ExCnolture 21.1 28 34.5 38.3 

2 6oNunaen Rovnue 16.7 18.7 21.1 22.1 

3 Budgetary oeficit (2-i) -4.5 -9.3 -13.5 -16.3 

4 Governeent Expenditurv I R4t Lending 22.3 28.2 34.5 38.3 
5 Governoent Ruvenue L Furiiqn Grants 17 20.6 24.6 26.2 

6 Over-all Ofiicit (5-4) -5.2 -7.6 -9.9 -12.2 

7 Financing The iicft t8*9-l0) 5.Z 7.7 9.8 12.1 
U External Borroanq 1.9 2.7 3.2 1.4 
9 Donestic Barro-.ano 2 2.6 8.3 9 

10 Chanqp inCash Balanceu 	 -1.4 -2.4 1.7 -1.7
 

Notes Most of the Dat;i ,r& reorintea inCorresponaing CEMi 
tanzania Seriesi.lart io1972 and ends in1983 
Maiaii , series ends in 1985 
Kenya,s 1985 and 1986 data are froc Budget E tinates 
Overall Deiict and total Financing nay not natcn exactly,because of rounding
 

Sources 	For Kenya Kenyz Stast.Abstract, Central Bureau of Statistics,Ministr.of Finances
 
For Ialai,,Public Sector Financial Statistics,Econouic Reports 1985.
 

For Tanzania, Bureau of Statistics, Econonic Surveys, Statistical Abstract
 

http:Statistics,Ministr.of
http:Do"z".ic
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In Malawi, the GDP share of total expenditure (less net lending)
 

ranged from a low of 20Z in 1974 
to a high of 36% in 1981. In Tanzania, the 

GDP share of total expenditure (Less net lending) showed a continuous increase 

ranging between a low of 20Z in 1972 to a peak of 4Z in 982.
 

Expenditure as a share of GDP was 
the highest in lanzania followed by
 

Malawi, then Kenya. Also the 
share grew fanLer in Tanzainia T'han in Malawi and
 

Kenya. Shares showed a decline after 1982 in all three countries.
 

The share of revenue (exclusive of foreign grants) in CDP does not
 

differ greatly amo'g the three countries. 
 It r.nged between 19% in 1974-79
 

and 24Z in 1979-81 in Kenya; between 14Z 
in 1974-79 and 18.9% in 1979-81 in 

Malawi; and between 16.1% in 1971-73 and 22% in 1.982--83 in Tanzania. Both 

Malawi and Kenya show a very similar pattern in terms of domeqtic fiscal
 

revenues. Revenues fell between 
 1974-79, then increased between 1979-81, then 

fell in subsequent periods. On the other hand, Tanzania showed a steadily 

increasing Lrend throughout AL Lhese periods. 

In terms of magni.1t:ud e, v 1onhad th highesc revenue/CDP share, 

followed by Tanzania and then >Iatavi_ The lowest expenditure share combined 

with the highest revenue share meant that Kenya's '"budgetary deficit" was the 

lowest in terms of n,>-0 of (;DP. 'alawi comes second with a relatively higher 

expenditures share but with a relatively 1 wer revenue share. 

Tanzania showed the highest budgetary deficit in terms of GDP share 

with the highest expendivore share and relatively higher revenue share. The
 

pattern for the budgetary deficit is the same as the pattern for the revenue 

share in all the three countries. However, overall deficits, showed 

different ranking, altering slightly -he 
position of Malawi and Tanzania. In
 

Kenya, the budgetary deficit and overall dcficit were very similar up to 1980, 

after which the overall deficit worsened significantly due to the combination
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of steady fEreign grants and increasing net lending (see Figures 4 and 5,
 

p. 25). Similar trend. were noticeable in Malawi up Lo i980. From 1980 on, 

while the over'all deficit w'orsened i.-, Kenya relative to the budgetary deficit, 

in Malawi the oveT-a i def i.ci improved over i:he bud1get:Aary deficit, due to an 
increasing CDP shar,,e ot fareign },rants to Ma awi, ,su-cilly since 1978. 

In Tanzania, the overall deficit was s1a1.er than tlni budgetary 

deficit throughout tae perlOd., due tLo an increasing; share of foreign grants in 
GDP, with the share of for-,ig grant in GDP being largest since 1979. 

Malawi , with it .arge-t overall, deficit reliod more .- foreign asin borrowing 

compared to domestic borrowing to finance its overall deficit while Kenya and 

Tanzania used relatively more domestic borrowings.
 

2. Inflation Razes
 

Malawi had the lowest overall inflation rates of 12.5% in 1967-73,
 

declining to 5.4Z in .')82-84. Tanzania had the highest, rising from 8.5% 
in
 

1967-73 to 3.61 in 1982-84. Kenya's inflation rates have been intermediate,
 

ranging :'om 4.2% in 1967-73 to 14.0% in 1982-84. While these general
 

patterns obtain overa1ll uhere is considerable year to year variation in
 

inflacion rates (se.e Fipure 6, p) 25). To the extent that the stability of 

irflation rat-,s is important as well as their level, Kenya's rates showed less 

fluctuation than did Malawi 
or Tanzania. Tanzania's discount rates were the
 

least adjusted to its inflation rates compared to Kenya's or Malawi's,
 

although all had negative discount rates.
 

3. The Effects of External Shocks
 

A comparative examination of the effects of external shocks was
 

undertaken in 
this study as African, especially Tauzanian, policymakers have
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emphasized the adverse effects of 
shocks on their economies. Ansu decomposed
 

the sources or variations in current accounts in terms cf ihocks (i.e.,
 

variation i n terms 
of trade, i-terest payments and rho ,,,rowth of foreign
 

demand less interest rates) and policy--based changes (changes in market
 

shares, in real CDP, changes in impoi:'t demand due to expenditure switching as 

import substitution policies and 
interest payments due Lo increased debt).
 

Tanzania's term: index fell Least the to
of trade the over period from 1.967 

1984, while Kenya's fell the most (nuni Tdble 9).-/ This may be because 

Tanzania and to a lesser extent 
Mai.,,' have more diversified trading partners
 

including African, Asian and OECD countries while Kenya relies only on 
the
 

latter.
 

It is further noteworthy that Tanzania's pure terms 
of trade effects
 

are negligible while these are substantial in both Kenya and Malawi. On the
 

other hand policy based changes in market shares were the most urfavourable in
 

Tanzania, foLlowed by Malawi and Kenya, as Tanzania lost market 
shares to a
 

greater extent than did Malawi and Kenya. All three countries compressed
 

imports, 
but to a lesser degree in Keni than in Ma]awi and Tanzania. This is
 

because the income elasticity of imports is greater in Malawi and Tanzania
 

than in Kenya. The income ;ro,,h effect contributed the most to the worsening
 

of the current account through 
increased imports. Import compression, on the
 

other hand, had a positive effect on the current account.
 

1/ Yaw Ansu, "Macroeconomic Shocks, Policies and Performance: A 
Comparative Study of Kenya, Malawi and Tanzania -- 1967 to 1984". 
Draft Paper prepared for MADIA Study, July 1986, p. 64. 



Table 9 
Decomposittion o [lrsal Shock; and Policies 

(PIkfCIt Of Erreat 14) 

{itefail Skocks &Ad poIicies Keay& lfaIwil I 1a1111MA 
- -- -- -- --- -- -- --- --- -- -- -- - -- .- -- ----. -- -- -- - -- -- ----.-.- -- --- -- -- -- -- ----.-. -- -- ---- -- -- --- --- -- -- - --- -- -- - -- -- -- - --- --- -- --- --- -- - --­--- -- - -- - --- -- --- --- ----.-.- -- - --- -- - -- -- - --- --- -- --.-. --


Averagjes I 1Vc'raq i Averages 

1914-4 197-73 1974-11 19711il 1?92-64 1174-" 190-73 1974-71 1919-81 IS82-41: 1914-84 19"1-73 1974-T0 1979-lii 192-841 
Vaatio nto Acouit -4.1 -1.2 -5.3 -9.1 - 1. -9 -. -.C 3 -13.7 -12.0 -4.9 -. 1 -4.7 -1.2 -5.71Ithe Currett 

ShAcis -A.5 -0.6 -5.1 -1O.1 -4.4 -3.7 3. 0.0 -11.0 -2.5 3 -7.6 0.4 -I.D -4.4 -2.4 

leras of Irate -7.. -. 0 -1.4 -12.1 -3.5 -4.9 1.5 -6.0 -11.I -4.| -1.1 -0.6 -&.3 -6.4 -7.0 

ffcrip ISait 4.. . 1 3.9 5.3 4.1 0.9 4.2 4.1 3.S 3.7 0.5 3. 3.1 3. -5 

laterest Rate poice [le -. -0.1 -0.4 -0.4 -Q.4 0.0 -1.3 -0.3 0.1 0. 0.2 0.4 

met f~kto In0c tiemv tQ1 lacoel -2.v -I.A -2.1 -1.5 -1.2 t -0.5 1.5 1.0 -2.8 -2.0 0.4 0.? 0.31 0.4 0.5 

Policien -3. -3.9 -3.9 -3.2 -4.1 -7.2 -0.2 -7.1 -&.7 -,.3 -10.0 -6.0 -12.0 -7.9 -7.7 1 

El*zei Ia1ket Sbe -. 0 -2.4 -1.1 -2.0 -2.2 -2.4 -2.3 -1.1-. -1.3 -5.0 -4.1 
Real k4p I6-oti 3.7 . 3.9 3.1 3.? V.4 1.2 9.) 9.1 9.0 8.4 ,.. 5.7. 0.4 3.11 

Chasqt [a [asort titon -2.6 0. -2.2 -2.4 -3.2 -1.6 C.o -49 -. 44-. R -. 41 -. 

Iateuest 1 1a..nt N.e 10 le-CeEAzeif h0.4 -0.0 -3.3 -0.1 -1.4 -1.2 -07 -. '3-0.7 -0.5 -0.11 -1.1 
-7.2 -0.2 -1.9 -4.8 -4.2 1 

Otkt 3.2 3.2 5.t 4.1 5.7 1 2.4 -2.1 3.4 5.9 -2.5 5.4 i.1 7.5 4.1 3.0 

FlVuttiD kov4d AvqIltiet kare 0.4 0.2 2.0 -0.2 -I.1 I 2.4 -Z.2 2.0 2.1 1.3 0.4 0.1 2.0 0.3 -2.2 

'Ilbctil tOt, IUDvid IlOIPl FIAtItncIy -4.3 0.2 0.2 W.3 -1.4 -0.1 0.4 0.0 0.5 -1.3 -0.0 (.5 -0.4 0.0 -0.9 

Iraxsier Paiient 1.7 1.6 : -2.1 4.0 3 0.0 3.01.5 1.2 1.1 1.7 t.4 1.3 2.5 2.0 1.1 

A.t Expot of L Fictct S.r,iceo 1.1 1.5 2.4 3.0 4.0 -I.7 0.5 0.1 .3 -7.4 1 2.0 1.1 2.6 0 9 2.4, 

Res d al -I.U v.0 -1.3 -v.4 -t.3 1 -1.4 -0.3 -1.a -1.9 -0.1 1 0.3 0.0. 0.0 0.0 1.4 

IMaIaice{ lieas of Iriaiti -1.2 -0.6 -1.9 -1.1 2.0 1 -2.1 -0.6 -5.3 -2.0 1.1 3 -4.5 -0.2 -4.7 -4.9 -5.k 

Pore Iftus of Irate -).3 -I.2 -5.5 -9.0 -10.5 -4.2 2.1 -0.7 -?.! -5.2 3 -0.6 -0.4 0.5 -1.1 -1.4 
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Both Kenya and Malawi experienced greater shocks due to changes in
 

interest rates and increaseu payments due to an increased debt burden, but
 

each of thc_- -- g:2uer for "ni!awi tan for Kenya due Lo Malawi's higher and 

increascd borrowings. Kenya on the other hand was paying th- highest interest 

rates on foreign loans, followed by Malawi. Tanzania was a distant third with
 

even declining rates due to greater reliance on puLlic loans. 

Table 9 shows that the contributions ot pclicies have been negative
 

in each of the countries. However, this picture is misleading for the 

following reasons. In all three cor'ntries, the income growth effect
 

contributed the most to the worsening of the 
current account Through increased 

imports. As Ansu has put it "Certainly no one would argue tOt it was bad
 

policy to allow real CDP to grow". ­' One can also argue that growth itself is
 

not a policy; it in the result of 
policies. Hence, to better understand the
 

effects of poli"y-controlled factors, one has to substract the induced import
 

effect of real growth. Table 9 indicates that in Kenya the net: effect of
 

policies (policies less GDP growth) was virtually nil; positive in Malawi, and
 

negative in Tanzania, thus, reinforcing the effects of 
shocks in the latter.
 

The effects of 
other shocks such as Tanzania's involvement in the
 

Ugandan war 
or the breakup of the East African Community were not measured as 

reliable data on these subjects are difficult to obtain. in any case each 

country had som unique shocks (e.g., the return of the migrant workers in 

Malawi in the early 1970s, and nie effect 
on Malawi's teansport routes of the
 

Mozarmin", ..av- coicing it $50 million dollars or 
20% of its export earnings 

in i985). 

I/ Ibid.
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4. 	 Patterns of Government Expenditures
 

Figures 7a and b 
 show the patrern of capital and recurrent budgetary 

expenditures of the three governments by sectors over the 1970 to 1986 

period. -he sha-- of u-ure in total expenditu,'es was hLighest in Malawi 

(ranging between iOZ to 16Z) and lowest in Tanx an 1ia Also ;.n Tanzania 

agriculture's sharc declined sharply from 11% in the eirny 1 9 7 09 to 7Z by the 
end f th 197 s -,the=
 

end of the 19709 whereas that of the industrial sector increased from 2% in
 

1972 to 11% in 1980, a result of Tanzania'q adoption of the Basic Industrial 

Strategy.
 

Refieccing a 
steadier policy environment, agriculture's share
 

fluctuated between 8" 
to 12% in Kenya. In Kenya's case the share of the 

developmental budget going agriculture increased sharply reaching ato 	 peak of
 

23.3t in 1974 from a base of 13% and declined to a low of 12% in 1985 while 

showing some fluctuations from jear to year. The share of the recurrent 

budget goLz. to agriculture had declined from a high of 8% in 1970 to 4.4% in 

1979-80 resulrire in a shortage of recurrent finance in agricultural 

projects.. Recurrent 
funding problems were also prevalent in Malawi and
 

Tanzania due to a similar switch in shares of 
recurrent anct capital
 

expenditures.
 

Total governmental expenditures (developmental and recurrent) showed
 

major differences in Kenya, Tanzania and Malawi. 
 Kenya showed the highest
 

shore of central government expenditures going to social services (ranging
 

between a Low of 25% and a high of 33).
 

l/ 	 The decline in agriculture's share may be explained part',, by the
 
trippling share of public debt 
in recurrent expenditures by the late
 
1970s from the 1970 
base, going from 6% to 17.8%.
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Commensurate with its poor social indicators (see 
next section),
 

Malawi had both declining and the lowest shares of expendi.rures on social
 

services with toe levels 
 Leing weLl below 20% -- 15% in 1980 and 1981 compared 

to the high of 25% in 1970. Malawi's expenditu.res on education were the 

lowest of the three and Kenya's the highest. Tanzania's share of social 

services declined in the latter half of the 1970s from a high of 28% to a Low 

of 21%. In concrasr , Lhe share of its defense expenditures rose from a low of 

9.7% in 1973 to a high of 24.4%' in 1979. 

It is paradoxical that Tanzania, a Ia-go country with Jlow population 

densities, poor initial infrastructure and population concentrations mostly in 

the areas bordering on other countries, devoted a smaller share (averaging 

about 7%) of its resources to transportation and conununications compared to 

1Kenya and Ma ai-1_/ Kenya and Malawi's expenditure,3 on transport and 

communications hae- been similar (12% to 14%) although Malawi's rose to a high 

of 26% between 1976 and 1979. Additional expenditures in Malawi, however, 

included the construction of the capital city and government buildings, 

including th, State House, which did not 
benefit the rural population.
 

Tanzania's expenditures on transport and communications declined to
 

1/ Tanzania has a total road network of about 50,000 km. This means it
 
has about 2.9 km of road per 1,000 inhabitants, one of the lowest
 
ratios in Africa. Thirty-five percent of the agricultural traffic goes

by rail. This is high by other countries' standards, again reflecting

lack of investment in roads.
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4% to 6% in the late 1970s from a high of 18% in 1972.1/ However even this
 

limited budget reflects t:he 
 rrt that like Malawi, Tanzania devoted resources 

to non-productive cons-truction of a new capitai. city in Dodoma. 

A 	factor conitributing ro the growth of expenditures and the shortage 

of recurrent funding fr" operai.rig expenses was rapidly increasing public 

sector employment in al. three countries. The growth of public sector 

employment wa5,, however-, the sharpest in Tanzania, i.e. 15.6Z annually between 
1976-77 and 1977--78, Reflecting the Lower priority ttached to agriculture 

relative to other sectcri, publio sector employment growth in the agricultural 

sector was nonetheless slower than , other (es3,pec-iaty education and 

industry) sectar :. A sm.l-l f-action of these emploa'<es (10%) were involved 

in the provi:ion of basic services in lihe Ministry of Agriculture, over which 

the Ministry of Agricu.ture had lost. control suosequcnt to the 

decentraliation of ithc Tanzanian administration. Seventy seven percent were
 

working for paratatals.
 

5. 	 Indicators of Investments in Human Capital
 

The extent to which each government allocated resources to the
 

building of h-iman capital has affected rural woifare as well as growth
 

pcssibilities by increasing capacity to 
plan and manage the economy. Rapid
 

1/ Tanzania also ranks among the lowest 
in Africa with respect to the
 
share of public capital resources (13%) allocated to transport
 
(compared to 22% to 25% for Kenya and 31% for Malawi). The private 
trucking fleet in Tanzania has been shrinking in size. Before 1974 
private truckers provided all the commercial freight haulage 
services. By 1977 this snare had declined to about: half of the total 
market. Trucker: Left the agricultural industry and concentrated their 
operations in urban areas, leaving rural areas to parastatal trucking 
(40% of the total vehicle fleet was in Dar-es-Salaam in late 1970s). 
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population growth can erode many welfare gains. It is 
therefore important to 

note at the ou.SeL that Kenya started out with higher population growth rates 

(3.8%) between 1967 and 1973 compared to Tanzania (3.2%) and MaLawl (2.3%). 

While popuLation grow th rate acceLerated in all three countries, in Kenya it 

reached the highest level -- 4% during the 19'/3-84 period. 

Tanzania and Malawi started out 
with poorer initial conditions than
 

Kenya in 1965 as 
regards social welfare (see TabLe 10). Malawi had the lowest 

life expectancy for males and Females comparpd to Tanzania and Kenya. Kenya
 

continued to hold 
a lead in female Life expectancy over Tanzania and Malawi.
 

However the percentage gain in Tanzania's female 
 life expectancy was greater
 

(20%) comparad to Malawi's (15%) and Kenya's (22%). The 
same applied in the
 

case of male life expectancies, with Kenya holding the lead but with Tanzania
 

showing a slight: edge (22%) compared to Kenya (21%), and Malawi showirg the 

least percentage change (16%). 

With regard to the number of persons relative to physicians, Malawi
 

started out over three times as 
badly off (46,900 persons/pnysician in 1965)
 

compared to Kenya (13,450). Tanzania was 
about one and a half times as badly
 

off C21,840) as Kenya. Malawi's sitaation, howevet, appears to have
 

deteriorated over time (with the persons/physician ratio rising to 52,960 in 

1981) while Kenya reduced the persons/physician ratio by half from 13,450 

persons to 7,540 during the same period. Tanzania's ratio was 19,810 persons 

per pnysician in 1978 (the latest year for which figures are available). 

Kenya also c'ntinued to hold the lead in the spread of primary 

education, increasing the percent of those of 
school going age attending
 

school. from 40% to an impressive 97% for females and from 69% co 104% for 

males. its lead in secondary education, with 4% to 19% of the age group
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Table 10 

SOCIAL INDICATORS
 
kenya, wala,& Tanzasia
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receiving seconiary education, is even more impressive. Tanzania's gain in
 

primary education (84% of the 
age group) w;as ne greatest given the Low base
 

(40% in prima ri educat ion ) but t her .a - no signt .icant movement in the 

numbers aM iLsnan: ;cndary education in Tanzania (an increase from 2' to 

3%). Maa i-mad, the Least progres3 on the growth of primary education
 

although its reLa-hve posioion on secondary 2ducation improved 
from 2% to 5% 

both over time and rcL.-Lative to Tanzinia' 

Malawi had nhe lead in ,accc:.;g to Hafe water (33% of the population) 

in 1973 over Tanzania (11U) and Kenya (15%). However, Tanzania's relativa
 

gain (an ir rsu oo 34g) was the Ire:test compared to 
che total coverage
 

achieved in 1980 in Malawi (40T) or 
 Kenya (261). 

Encouraged .rtLy by the donors, Tanzania auopted a policy of 

providing pived water to the entire rural population by 1991. However, in
 

1984 half o- the rural water suppiies provided were ,fith ,r inoperative or 

operating at reduced capacity.-i 
 It is thus not possible to indicate the 

actual extent of rural water access. 

II. LEVELS OF FOREIGN ASSISTANCE
 

Judging the apprnprianencss of Official Development Assistance (ODA) 

Levels is not easy. Nor is it easy sort out the degree to which overallto 


ODA levels Iave contributed to agricultural growth. ODA Levels may be
 

considered on a "need" basis, 
in which case it could be argued that Kenya
 

(with its higher per capita income than Tanzania's and Malawi's) may "need"
 

1/ Marian Radetzki, "Swedish Aid to Kenya and Tanzania: 
 Its Impact on
 
Rural Development". Paper prepared for MADIA Study, August 1986.
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less ODA than the other two 
countries. On the other hand, if demonstrated
 

overall ezonowiic performance is the criterion, then Kenya would clearly seom
 

to have been more qualified for higher ODA levels than Tanzania and perhaps
 

Mala'i. In actua1Lty, Tanzania received substantially higher ODA, in both
 

absolute ($669.0 million in 1981) and per capita terms 
(a peak of $35 in 1981)
 

than either Kenya (a peak of $428.3 million in 1981 and S26 per capita) or
 

Malawi (a peak of $140.3 million in 1979 and $24 per capita) (see Figures 8a
 

and 8b). AlI hough Tanzania's ODA leaked in 1981 once a poor commitment 
to
 

pol.icy reform aow noted by dcnors it nevertheless rem.ined higher in absolute 

and pnr capita terms ($25) in 1984 than Kenya's (21) and Malawi's ($23). 

Kenya's showed a 3ignificant rise from 1977 to 
1982, declinng thereafter. 

ODA is also given by donors so as to induce policy changes, an 

approach initiated in the aarly 1980s. On this basis, the country with the 

least distorted policies, Kenya, should have received less assistance than 

Tanzania or Malawi, because Kenya's performance had th" least need to 

improve. In fact, however, since Kenya and Malawi appeared to be more willing 

to undertake policy refo'ms than Tanzania, they received greater structural 

adjustment support than Tanzania Thus, "non-project lending" for the period 

1980-86 was 241 and 37% of the Bank's total portfolio for Kenya and Malawi,
 

respectivcly, compared to 1VK for Tanzania. A: I June 1986 Malawi had
 

received three structural adjustment loans with amounts of $170 million by the
 

Bank, and Kenya three structural and/or sector loans amounting to $245.9
 

million whereas Tanzania received no funding from the Bank for projects in the
 

agricultural sector from 1982 nor for SALs until 
1986.
 

Overall, ODA constituted a smaller share of CDP and government
 

expenditures in Kenya than in Malawi or Tanzania. Between 1970 and 1984, ODA
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averaged 5.3% of Kenya's GDP (21.9% 
of government expenditures). In Malawi
 

and Tanzania, ODA was 9.6% and 9.7%, respectively, of GDP, (43.8% and 31.9% of
 

their respective government expenditures). 

The Bank's share in OPA could be a reflection of its influence in two 

quite different ways. A smaller shaLe might mean lower tinancial influence
 

but great need for aid coordilnatLion, t might, however, also nark the fact
 

that through co--financ 1in[; of projects or programs with other donors the Bank
 
could influence project: Level investments or sector level polcies and 

institutions, ODA was a sn ,,5%;. in (enya during 1970-94, compared to 

nearly 20"' in , ,vi Irid T;arz.ani,Ia :ee Figure 9) The share of Bank lending 

(as distinct f ,om !PA cred i ts? to Kenya was Larger than in Tanzania and
 

Malawi. 
 The Bank's 19 .4% share ii net esource transfers (TRN) to Kenya was 

siimilar to the 20, 31 in .Kalwi; Tl'.4 to Tanzania was only LL 6%. 

The Bank's influence on Kenvan policies and investment allocations 

has been distinctly more significant than that suggested by ODA levels, owing 

to three factors: (i) other donors' perce:;ons of the Bank's professionalism 

in the fied and status as an international inst~tution -- which have tended 

to give its presence and advice to the government more weight than its direct 

contribution to ODA might suggest; (ii) the Bank's extensive practice of co­

financin, individuai projects with other donors;.- and 
(iii) its recent active
 

role as an ai. coordinator, aspecially given the growing importance of macro 

and sector policy 'eforms,
 

The Bank's influence hag, however, been Less strong in Kenya than in
 

Malawi where the sources of assistance are less diversified, World Bank and
 

I/ See Lele and Meyers, opcit. 
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UK assistance together constitute close to half of ODA and over half of TRN.
 

Malawi's debt has also been increasing more rapidly than Kenya's. Also, 
the
 

UK has 	 tended Lo ali n ir,;el f with t he Bank on major policy issues.-/ The
 

Bank's influence hae, however, 
 been itzonger in Kenya relative to Tanzania 

because Tanzanil receives over a third of 
its ODA from the so-called "friendly 

donors" (Scandinavian countrie.s and the Ne:herlands) who have been far more
 

tardy in -ecognizing the adverse 
 conse:quences of Tanzania's industrialization 

and other puiblic .-ector dominated policies on the efficiency of the Tanzanian 

econony and have bee-n reluctant to tie their assistL,,nce to macropolicy 

adjustaient:s, as have the 	 /Banliand USAiD.L The Tanzanian government has also 

been reluctant t:o call aj , oor'd,F iat-ion neet ing on grounds that the donors 

would gang up and push fo matrcop;iLicy reforms that it was not ready to 

undertake. The fivsc7t aid coordination meeting for Tanzania after 9 years was 

held in Paris in June 1986. 

Despite greater and more effective attempts at aid coordination by
 

the Bank in recent years, we will argue that failure on this important front 

continues for a variety of reasons: 
 these include (1) the lack of an overall
 

agreed upon long term strategy of development for each country; (2) the lack
 

of donors' willingness to focus on 
those aspects of assistance which they have
 

the greatest comparative advantage to address, within the 
confines of the
 

limitations posed by the recipient countries' absorptive capacities: (3) the 

I/ 	 John Howell, "UK Agricultural Aid to Kenya and Malawi". Paper prepared 
for MADIA Study. 

2/ 
 See M. Radetzki Lpit; E. Hanak and M. Loft,"Danish Development
 
Assistance to Tanzania and Kenya, 1962-1984: 
 Its Importance to 
Agricultural Development"; B. F. Johnston and A. Hoben, et al, "An 
Assessment of A.I.D. Activities to Promote Agricultural and Rural
 
Development in Sub-Saharan Af-ica". 
 Papers prepared for MADIA Study.
 
(Drafts).
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limitations posed by the recipient 
countries' absorptive capacities; (3) the 

Lack of flexibility among donors in providing assistance to countries in the 

areas of rhe onunries' IrearesU need due O aid Yng,and assorted pressures 

from domestic ,iruencies; (4) emphasis reCipientCon and inadequate "fnthe 

countries on maximizing aid effectiveness by Arectoc,aid toward alleviating
 

their most important long-term deveLoo mennA constraints, rather than for
 

meeting immediate short-term political objectives.!
 

III. AGRICULTURAL POLICIES
 

This section examines why Malawi has had a high rate of growth of
 

exports, achieved nbrough an estate oriented strategy, and why its
 

smallholders have done poorly. It also examines why Kenya has p,-formed the
 

best in reconciling the obj ectives of 
growth with equity. Tanzania's
 

performance has been poor both in terms 
of income generation for the poor as 

well as growth. We will also show why Tanzania's welfare-oriented policies 

had become unsusrainabLe by An' od of hL 1970s. Our argument will be that 

the relative performance of the three countries is not explained by a single
 

policy, nor by that "fixed"
indeed even a few key policies can be relatively
 

quickly. Rather a combination of macyoeconomic and sectoral policies,
 

structural factors influencing the mobilization of land, labor and capital and
 

inqtitutional and human capital 
factors brought to bear on the development and
 

i/ Support for these arguments is provided in Part II of the prper which
 
focuses on the Bank's policy assessment, advice and lending ia the
 
agricultural sectors of these countries.
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application of technology to smallholder agriculture all explain agricultural
 

performance.
 

A. 	Natural Resource Endowments and Policy Choices
 

Agricultural performance is to a large extent determined by the
 

quality of nar",ral resourcu r:ndowvnenrs. Land qualitry differences and regional 

differences in populatiou densities, however, make intercountry comparisons 

difficult. In addition, each cou.try uSes a different classification system 

for categorizing Land by aricultural notencial, Table 1i presents rough
 

estimates of ihcj -atio of 'ural population to agricultural land for all three 

countries. Tanzani.a cle'.arly ha,; a much larger land resource base than Kenya 

and Malawi where land pressures are far great:er. Only 26 percent of Kenya's 

land (sq. ki(n.) is classified as agricultural compared to 56% for Tanzania and
 

38% for Malawi. 

Aggregate figures can, however, mask considerable internal 

variation. Only 16% of the agricultural land in Kenya consists of Zone I and 

II ("humid and sub-humid" land), the primary area for production of high value 

cash 	 crops such as coffee and tea. Another 29.3% consists of Zone III and 

IV ("semi-humid and transitional") land, suitable for basic cereals
 

production.-/ tinally, 54.7% of all agricultural 
land consists of Zone V and
 

VI ("semi arid and arid") areas in which farming is mainly limited to
 

I/ 
 The limited amount of good quality land is reflected in the size of
 
holdings. Thus, the average size of Kenya's 
1.7 million smallholdings
 
is 2.3 ha.: ovcr three quarters of these holdings are under 2 ha. By
 
the year 2000, Kenya is projected to have only half an acre of high
 
potential land per person.
 



Table 11
 

Population and Ajriculturai Land
 

Kenya Malawi Tanzania
 

Total Land 56,416 9,300 88,360
 

Agricultural Land ('000 ha) 14,703 3,550 
 49,100* 

Ag. Land as Z of Total Land 26.1% 38.2% 55.6% 

1984 Rural Pnpulation (millions) 16.0 6.0 18.4 

Rural Pop./fectare of Agric. Land 1.09 1.69 0.37 

Source:
 

Land Areas: Kenya Farm Managemenc Handbook of Kenya, Vol. II, as
 
reported in Kenya: Agricultural Research Strategy
and Plan: Priorities and Programs, Vol. I, Draft 

Report, ISNA1, Iarch 1985. 

Malawi -- Malawi Land Policy Study, 1986, Table 3.2. 

Tanzania- Agricultural and Rural Development Sector Study, 
1974, Table 23 ("Agricultural Land" and "High 

Altitude Forest"). 

Population: International Financial Statistics (LMF), 1985.
 

Rural Population: 	 World Development Report, 1986, and World Bank Annual
 
Report, 198b.
 

* 	 If "Other Woods, Forests' is included, the area for Tanzania rises to 86,760 

hectares. 
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subsistence production and (non dairy) livestock -- the latter especially in 

Zone VI. 

While breakdowns for fanzania using exactly the same categories are 

not availabi.e, it appears tnat while high quality Land comprises only a small 

proportion ot total land in Kenya, it is more abundant relative to Tanzania's 

/endowment of thig type of land.! However, Tanzania cLea,:Ly has 

proportionately vastly more of whaL is asualiy rerred to as medium quality 

land suitaoLe for rainfed annual cropping ot vairious food crops, cotton, 

tobacco and certain perennials like cashews and sisal (in area!s where in the 

-1950s and 19h0! thr-, mpiress1ve growth through expansion of area under 

cultivatior.). Kenyd has relatively little medium potential land of the 

quality enjoyed by Tznzan i. 

Aalawi has proportLonately more medium potential land than Kenya but 

proportionately considerably less than Tanzania. The important point about 

land quality in Malawi is that almost all of the best quality land suitable
 

,,r tea and coffee is already under ise and therefore there is virtually no
 

room for smallholder expansion into these areas. There is land available that
 

could be brought under smillholder tobacco production, however. The evidence
 

suggests that much of this land, currently under estate control, is greatly
 

underutilized. Thas, the issue with respect to increased smallholder acreage
 

centers on reallocation of underutilized land rather than expansion into new
 

unallocated areas.
 

1/ 	 The situation is Less clear in absolute terms. Tanzania may have
 
almost as many total hectares of high quality land as Kenya with only a
 
slightly larger population to support.
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1. Smallholder Intensification
 

As indicated in the Introduction, intensification of agriciiltuve is
 

considered in this paper in :hree different and 
interrelated ways: (i) a shift
 

from low to high value crops 
on any given land; (i) increase in yields per
 

ha. if any given crop; and (iii) a geographical shift in production of crops
 

from areas of poor land quality to those of nigher Land quality.
 

In vie , ot the cveralI shortages of high quality agricultural land in 

Kenya, both external analyst. of Kenyan agriculture and Kenyan policies have
 

emphasized all three types of nLensification of agricultural production as 

principal means increasing employmen:
of and income generating 

opportunities. in contrast, the Malawi government's concern about smallholder
 

intensification in che sense of shifting from low to high value crops and a
 

geographical 
 hift: no high potential areas has been a relatively minor until 

recently. Tanzania has made major strides in geographically diversifying the 

production of maize, coffee and tea to the previously uninhabited high
 

potential southern highlands 
from regions of Northern Arusha, Kilimanjaro and
 

Bukoba. But its poor agricultural policies have generally arrested
 

intensification. (In Part II of this paper we will show how donor policy
 

analysis and investments reinforced domestic policy tendencies in Malawi and
 

Tanzania in the 1970s.)
 

B. Small Versus lar _Scale (or Estate) Production
 

How production units (small and large) are defined, how factors of
 

production are mobilizad, the 
prices ac which rhose factors ace mobilized, the
 

markets in which produce the prices is
is sold and at which it sold are all
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policy issues that have major implications for the process of
 

intensification. 
 These topics are discussed in the sections below.
 

I. 	Definin, "!.arge" and "SmaLl"
 

Differentiating between small and 
Large holders is important, but not
 

easy. Apart from th. 
problem caused by differences in land quality,
 

conventions vary ac:ro:i! coun tries w;ith respect to definitions of small and 

large farmers. In Kenya, For instance, the definition of a 3mallholder 

holding (with significant implications for access to institutional credit) is
 

one 	with less than 20 ha. Yet three quarters of all smallholder holdings are
 

under 2 ha.
 

Different policy and institutional 
rules also apply to "small" versus
 

"large". Thus, there are differences among countries in terms of the way in
 

which the right to cultivate, own or transfer Land, produce specific crops,
 

and 	have acceSS tO the markets ini which specific crops are sold are conferred 

by the government and/or traditional authorities. In Malawi, for instance, 

estates (regard]ess of size) are defined in terms of whether cultivation takes
 

place on Leasehold or (in 
a iall- number of cases) on freehold land or titled
 

land. Customary right to cuLirvate and transfer the land 
through lineage, on 
the other hand, i%3conferred by the traditional tribal chiefs and this area is 

designated for smallholderso
 

The term estate infers a large :;cale farm, but this is not the case
 

in Malawi where many estates are farming hlectages similar to those of larger
 

scale smallholders. Further, the size of estates has declined sharply
 

overtime although, initially, the e.,)ansion 
of burley tobacco estates involved
 

the very large farms. 
 Since then the demand for "estates" has increased due
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to the rent element they confer. 
 It is for this reason that the distincLion
 

in nomenclature is significnt. Rights to grow export crops such 
as burley 

and flue cured tobacco are conierred by the governent through the granting of 

licenses to estates. Estates are also allowe& to sell. their crops in auctions
 

at close to 
world market prices. But produce grown on customary land is sold
 

to ADMARC at lower prices determined by the government. Access to input
 

supply, credit and extension is imilarLy determined by the distinction in
 

nomenclature.
 

In Kenya the right to grow certain crops is atlso restricted by
 

licenses. Thus duc to world market demand 
concerns, smalhoLders in Western
 

Kenya were not permi-ted to gr'ow coffee in the 1970s. However, on the whole
 

titles to land and license, to grow crops such as tea and coffee have been 

made far more freeli y availabl in Kenya iniareas rhat formerly were European
 

settled or wvr-, used an grazing Land, For instance, the area under tea 

estates in Ke ya increased from 19.6 thousand to 25.9 thousand ha. or a 1.8% 

annual growth 
race becween 1970 and 1985, but that under smallholder tea
 

increased from 4.9 thousand ha. to 48.9 thousand ha, or at 15.3%. 
 The area
 

under coCfee estates iacreased from 29.9 thousand ha. to 35.7 thousand ha. or
 

1.3t in tie same period compared to that under smallholders from 54.1 to 116.3 

thousa.d ha. at 5.51. Data for total area under large scale farming for
 

recent years are not available but there appears to be little reason to
 

believe that much new area 
has been brought under large scale farming. On the
 

contrary con5iderible numbers of large farms have 
been broken up over time and
 

there is c:urrently political resistance ro expanding tea and coffee production
 

through estates, although a general policy of expanding production of these
 

crops has been adopted.
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In Malawi 
on the 	other hand, the area under flue cured tobacco
 

estates increased from 5.8 thousand ha. in 1970-71 to 16.3 thousand ha. in
 

1984-85, or at. 12.1Z annua]ly, under burley tobacco from 7.2 thousand ha. to
 

22.6 thousand ha. or 14.3% annually, and under sugar from 2.6 thousand
 

hec-ares to 
14.9 thousand ha. by 1981-82 or 47.0% annually. It is noteworthy,
 

however, that: the area reportedly culcivated under burley is only 6 percent of 

the area licensed as estate Land, reflecting substantial underatilization of 

la-d nse.! / This alienation has been taking place in Malawi despite the fact 

that ov:aral. land prel!sura is greater than in Kenya. Table 12 shows both the 

increase in the amourt of land under estate conr.rol in relation to total 

available arable land and the negativc balanca in arable land suggesting that 

smallholders may be cultivating marginal land. 

2. Differential Marketing Institutions
 

We explore in this secticn toe implications of the more diversified 

and more decentralized nature of the marketing institutions in Kenya and (to a 

lesser extent) Tanzania compared to Maiawi. Both cooperatives and the private 

sector had played a more active role in the two countries than was true for 

Malawi. These differeaces are first outlined. Then we show that Kenya
 

broadened the scope of its marketing arrangements to increase participation of
 

small farmers, w-hercas Tanzania's policies created very great institutional 

instability in marketing institutions contributing to the growth of the
 

parallel market in foodcrops. Malawi continued to have a relatively
 

i/ 	 See C. C. Ranade, "Agricultural Marketing and Pricing in Malawi."
 
Paper prepared for MADIA Study, January 1986 (Draft).
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:CF L.1) 2 "AEAU3I5. 

~C~1 T~NC~?.CU SCU'= M 2; 

9.302.66 3.51 3.13
1. Total Hectares 

2. Area Possile for cultivaio'n 
0.9 1-51 1.15 3.5iiLrder prese 7 - Ica.. 


Lm(
a 

.c. (1) 0.49 1.20 1.15 2.4
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4. 	 Area -..r , vt­
ir C. cma.- ~.ind (2) 0.14 0.68 0.51 1.33 

A rea u-e.ae a'' -s-a-es 

1979 0o3) 0.05 0.24 0.15 0.4.A 

19&-- (.:.) 0.11 0.44 0.23 0.73 

0.20 -0.28 -. 35 -0.436. 2alance :f Lrable Land ( ) 

Sector, Devres Tnc. , 1979, p. 101) Scarce: 'a c'-a~e 

2) Source: ':aizral Samn]e Suey )f Azricultizre 1010- l Vol. 7T 

overr nerit H llaw., j. 3n April 1904. 

issic-1 a.Source: Ccm.ziled from (a) : 'cacco Coto...l Ccr3) 	 (b)" Malawi Sta-.is.-ical y'ear Eook, 1961 

4) Scuarce: 	 Ccrnmiled from r a " '- . . .i 4 <i e
 
C-cverrmen: of Mala,i­

5
5) Row 2 -	 0.10 x Row 2 (from i ractra:"-e) - .o' 3 - R w 

from C. G. Ranade, op. cit"
*This 	table is 
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monolithic centralired marketing structure. 
 This allowed cross-subsidization
 

of the small older agri.cultural sector and provided a mechanism for resource
 

transfers from the smallholder to the estate sector. 

There are some differences and some r'rillarities in the structure and 

diversity of marketing institut:ions responsible for various: :rops in each 

country. For instance, in all three co.ntries the governments have a de facto
 

monopsony on the purchase of cereals -- all 
have discouraged the role of the
 

private trade in grain markets (on grounds of curtailing the activities of 

Asians or other African ethnic groups dominant: in trade). Malawi went the 

farthest by formally mandating that Asians not reside in smaller towns and 

rural areas. Donors have however traditionaLly somewhat mistakenly viewed 

Malawi as a strictly private sector oriented country. 

ADMARC, the on Iy marketing boakrd in Malawi iuntil 1973 the Farmers 

Marketing Board), buys all smallholder crop, whereas in Tanzania and Kenya 

there are soiiparat.e marketing organizrations for each major export crop grown by 

smallholders. The Nat ionat Cereal.s and Produce Board (NCPB) in Kenya and the 

National Milling Corporation (0MC) in Tanzania have had responsihili.:) for the 

purchase and sale of cereal crops in 
the 1970s either directly o: through
 

private or cooperative agents.
 

ADMARC>- responsibility for buying all smallholder crops enabled 
it
 

to cross subsidiz.e mrnaize producers from the proceeds of implicit taxation 
on 

tobacco, a possibility that: Tanzania's and Kenya's maize parastatals have not 

had available (siee Table 1i). This partly explains the fact that the NCPB in 

Kenya and the UMC in Tanzania experienced substantial 
financial difficulties
 

resulting from year to year fluctuations in official maize purchases and sales
 



Table 13 * 

ADMAZWC'S ?n0F-S (P.ROFIT) ON CRCp _-._ 

'MR 'TOACCO R-7-S ....... or i (:2)
 
.

71 /72 11.3 0 (0,1) -3 1, ( . ) I . 

72/73 .3) (0.1) . 1.9 ( 7) 10.
 

2.3 1.9 12.473/74 4.9 0.3 3.0 3.4 

7'/75 7.9 0.9 0.4 1.7 5.1 (2. 5) 13.a 

75/ 76 I1= (0.)) (4.3) 1.9 0.7 0.3 IL.3 

76/77 21.3 (1.5) (2.2) 3.1 2.6 2.3 30.6 

77/78 30.3 (1.0) (2.3) 3.0 1.7 1.7 33.4 

78/79 (O.3) (a.O) 2.i. 1.4 0.5 5.0 

79/80 3.1 (1.4) (.3). 0.5 (1.2) 0.1 

30/81 3.2 (1.4) ()4.2 (0.3) (0.4) 0.3 

31/82 7.1 (o.) (.) 2.3 2.4 (.) .7 

82/3 1.,- (o.) (4.1) (o.) 1.6 (o.) 8.8 

1) 7('?,J r-m i7--c2 Christiansen 

2) a:a for 19,2-33 ard ;983--1 a:' 3romA 2C'S ar..al recrS 

*This table is from C. G. Ranade, op. cit.
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in the 19705. The governments' failure to provide adequate working capital 
to
 

these agencies contributed to their high interest payments and debts and the
 

subsequ:nt 'inarcial difficulties of these huaros received considerable donor 

attention. in contrast, only when ADMARC's financial difficuLti,, were 

accentuated by che rise in the maize oroduca2r price and the less than expected 

profits on the tobacco account due to lower world market prices in 1981 did 

ADMARC's pricing poLfi'ies r'eceive donor attention. ADMARC was considered 

efficient desoite ch,- substantial growth in its purubasing centers in the 

1970s, which increased its overhead in much the same way as occurred in 

Tanzania :ind Kenya, 

As in MaLaci, export crop produce from small and large holders goes 

through different- chbnnels in Kenya (e.g., tea through KTDA and coffee through 

the coffee marketing cooperatives). Large private estates process and sell 

their own produce at local auctions and export directly to international 

markets. However, in Kenya there is no differential taxation of smallholders 

and estates for coffee and tea as reflected in the prices received by the two
 

except for those resulting from differences in marketing costs where scale
 

economies 
are enjoyed by estates. Because the Kenyan marketing agencies (the
 

coffec cooperatives and KTDA) are 
generally quite efficient, the marketing
 

margins are low in relation to actual costs. In Malawi on the other hand, the
 

prices received by smallholders are considerably lower than those by estates
 

in the case of tobacco mainly due to 
the price policy which has involved
 

implicit tazation of tobacco as well 
as that of cotton and groundnuts. This
 

is shown by the profits and losses made by ADMARC on 
the various crops as
 

presented in Table 13.
 

The extent to which export marketing arrangements are stable and
 

allow reflection of the world market conditions in 
the terms received by
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pruducers also affects incentives for maintaining the quality of the export
 

produce. At Independence, some exports such as 
coffee and sisal, produced by 

estates in Ken'a and Tanzania, were handled on private account through I,.cal 

auctions (in rhe case of cafee) and direct sales in Eurooe. Asian traders
 

handled food crops for small 
African farmers and sold rural consumer goods and
 

agricultural implements to them. 
 Marketing and credit co-operatives operated
 

by smal.holders were 
far more active in Kenya and Tanzania than in Malawi.
 

Dairying, pyrethrum and coffee were 
handled by cooperatives in Kenya, as were 

cotton, tobacco and coffee in Tanzania. 

En the case of export: crops, especially ten and coffee, Kenya has 

retained and nurtured its earlier export marketing strategies consisting of 

local auction, i.n Mombassa and Nairobi and sales in European markets and has 

as well brought . Large number of small producers into the process of export 

marketing. Afze7: the breakup of the East African Community and the closure of 

the Tanzanian Tanzaniaborder, suffered from Lack of access to the Mombassa 

tea auctions. In the case of coffee, Tanzania's bilateral sales outside the 

quota market increased, in part reflecting a poorer quality product. The
 

quality of Tanzani.an tobacco and 
cotton has also deteriorated due to poor
 

handling and processing of i
the products, and poor export arrangements.1
 

i. Taxation of the Smallholde Sector 

We have seen that Malawi's 2xchange rate policies have been superior
 

to those of Tanzania. 
fn Tanzania the exchange rate appreciation explains the
 

i/ See 1983 World Bank Tanzania Agricultural Sector Report.
 

http:Tanzani.an


- 61 ­

implicit taxation of export agriculture resulting in adverse effects on export
 

crop production, as 
noted earlier. However direct taxation of smallholder
 

agriculture ha3 been prevalieat in Malawi through ADMARS producar prices. This 

issue was overlooked until recently by aialysts of >valawi's performance, who 

explained Malawi's goo! peformance -:ainlv iII tarms of the outwardness of the 

economy as reflrct,:I H ilalwi exchiange rate and trade policies.1 / The 

prices paid by ADMARC to s mallholdersi for tobacco were as low as 13% to 27% of 

the internat.,ion,,l r 'iceq throughout :he 1970s, whereas the estate producers 

sell Hg on the auccion floor enjoyed price:; thich were between 250 to 300 

percent higher than chon received by smalholders (see Table i.).2/ 

Profits, made by ADMARC from paying low prices to smallhoLders were 

invested in estate agriculture and in Press Holdings with equity interests by 

President Sanda. Tabln 15 shows the sharp increase in ADMARC's equity shares 

in estates from Ki072 million in 1972 to K14.9 million in 1984, and in 

unsecured loans from K0.5 million to K3.0 million. The sharpest increases was
 

in income notes in Press holdings during 1983 to 1984 from 0 to K29.2 million. 

In Tanzania's case, 
at official exchange rates the nominal protection
 

rates as reflected in the ratios of domestic to international prices were
 

considerably better than those for smaliholder tobacco 
producers in Malawi
 

(see Table 16) but worsened in the 1970s. They recovered their 1970 levels in
 

the early 1980s. However, given that t,e overvaluation of the Tanzanian
 

1/ n. 
Balassa, "Policy Responses to External Shocks in Sub-Saharan African
 
Countries, 1973-1976," World Bank Reprint Series No. 270.
 

2/ See C. C. Ranade, op cit. Quality differences in the types of tobacco
 
require that these comparisons of the extent of discrimination be
 
tempered to some 2xtent. However, the general point holds.
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Estate and Smallholder
Malawi: Average Tobacco Prices Paid to 


Growers and Ratios of Average Producer Prices to Export
 

Unit Values by Nomenclatures
 

(1970-81)
 

Estate Tobacco Smallholder Tob. 

2urLey 7lue-cured Dark- firec 

Export Aver- Fa".:o of Zxpor- Avemz-e Far. o ,: £'mort A'er--e-
'it t a--'4r hltU r 

Value r-r.ce -reie :O pr'ice Pr-"ce :o VaiL~e .­re 

aL Val.e 

1970 1C6.30 2.58 - .- 0 ".5 .0.' e3.7-0 20 

i971 :2.70 52.58 0.57 134.70 90.76 2.57 IC7._ 22.40 

,972 
972 

79.50 
'20.50 

T,.'20 35C2 

556 
-0.87 
80. 37 

0.71 
0.67 

144.40 

1,84.3 

89. i5 
184.24:2.26 

0.62 
0.70 

ICC.CO 
'G.8 

50-z.0 

22.40 
21.20 

1974 ,62.50 11N.' 0.I7.6. 22t.0 .;C .6 o 21.2 

1975 1 8.3rj 93.2 0.52 2Wj7.60 %A.76 2.'3 192.80 25.80 

19"75 156.50 103.35 0.56 236.0 ''7.2-4 3.63 
1977 117.8)17.35 0.0 Z.40 T7216 .53 2"5.50 22.50 

196. C .72 0.59 311.90 ,7. L2. 

1979 187.50 107.72 0.57 240.60 158.31 '53. 0 . .22 

980 7.C0 117.74 0.86 195.20 1C0.9 0.52 57.5 '. ,0 

2CTJRC: Yia Sta,-L 't.cai' Boct, 1 81 and Mr.ster A.tc-ut-are -r .., ,'c= --.­z r 

Stal, 'iso. C.'982 

*This table is from C. G. Ranade, op. cit.
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1972, 1903 L 9 A 

(THOUtA:7S 2? 195 ..,.c:-EA) 

VAL2'= AS OF 	 TC-0?. 

1. 	Ecui, Shares (at c:s%) 

1,47 14,Ua5 
a. Es:a:.e Agric'ature 72 10,299 

b. Zs-ace Related 7.. 212 334 ... 

c.::cs~ae Azricu.:ure 	 1,354 1,321 1,224
 

i. A,uiue 17,, 0 0.101 
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-1,33Ltd. 	 23,745 ­u. Press :EoLdirs 1,3:8 

133 2.C
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1) Scu..e: Fyci and Crisra::se. op. cit.
 

2) A.2,A.RC'S A_ual Feocrt 193 and 1:4
 

*This table is from C. G. Ranade, op. cit.
 



Table 16 

RATIOS OF PRODUCER PRICES TO INTERNATIONAL PRICES 
FOR MAJOR SMALLHOLDER CROPS INEAST AFRICA 

1970 TO 1985 

KENYA ML4.AWI TANZANIA 

Coffee Tea Tobacco Tobacco Cotton# Coffee 

1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 
1981 
1982 

1983 
1984 
1985 

0.91 
0.90 
0.98 
0.9h 
0.97 
1.01 
0.9b 
0.93 
1.02 
0.99 
!.04 
0.89 
0.82 
0.90 
0.83 

0.79 
0.77 
0.77 
0.67 
0.75 
0.74 
0.89 
0.65 
0.75 
0.63 
0.69 
0.86 
0.6B 
0.98 

0.30 
0.33 
0.29 
0.27 
0.20 
0.20 
0.23 
0.22 
0.30 
0.24 
0.23 
0.20 
0.18 
0.31 
0.28 
0.29 

0.78 
0.84 
0.84 
0.84 
0.68 
0.70 
0.65 
0.63 
0.70 
0.51 
0.47 
0.50 
0.50 
0.70 
0.55 
0.72 

0.73­
0.61 
0.57 
0.35 
0.33 
0.52 
0142 
0.46 
0.56 
0.51 
0.53 
0.62 
0.73 
0.67 
0.65 
1.03 

0.57 
0.43 
0.43 
0.36 
0.30 
0.35 
0.39 
0.29 
0.41 
0.53 
0.52. 
0.47 
0.47 
0.1% 

#Seed cotton producer price converted to lint cotton 
equivalent usinq 341 conversion ratio. 

Sources 

International Prices: World Comondity Trade and Price Trends, 1985. 

Kenya Coffee and Tea: Econowic Surveys 

Malawi Tobacco: ADHARC 

Tanzania Tobacco and Cotton: MOB 

Tanzania Coffee: IBRD (72-77), MDB (78-85) 
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shilling increased sharply by the enu of the 1970s and the early 1980s (see
 

Figure 3), the implicit taxation of agriculture had increased greatly in
 

Tanzania.
 

It is also important tc consider t.axation of export 
crops relative to
 

that of foodcrops competing in production. In this respect, while in Tanzania
 

the ratios of cotton and tobacco prices to maize moved sharply in favour of
 

maize by the end oi 
the 1970s and early 1980s (see Table 17), they remained
 

relatively stable 
in Mal.awi over the 1970s. In Tanzar.ia maize showed even
 

more favourable 
 C.A fosif parallel market prices are considered as these
 

prices were between 4 to 6 times as high in the 
 early 1980s a s the official 

prices. In Malawi, on the other hand, the higher incentives for export crops 

relative to those in Tanzania were eroded p;wtly by the increased cost of 

purchased inputs (especially fertilizers) as a result of devaluation and
 

removal of fertilizer subsidies (see Section fII.G below).
 

The situation has been different in. Kenya. 
 Not only has the exchange
 

rate not been greatly overvalued (see Figure 3), but in the case of tea and
 

coffee -- Kenya's major exports -- smallholders have received more 
than 85% of
 

the international prices, net of 
the costs of handling and processing (see
 

Table 16). Indeed, since the government is bearing the increased cost
 

resulting from devaluations of the previous international loans of KTDA,
 

rather than recovering them through in 
increased cess on tea, smallholder
 

producers of tea are 
being subsidized, albeit inadvertently.!/
 

In all three countries partial price elasticities of supply appear to
 

have been quite high (perhaps between 1 and 3) in 
the case of major export
 

1/ See Chapter II, Lele and Meyers, op cit.
 

http:Tanzar.ia


Table 17 

TRENDS INRATIOS OF EIP0NT TO FOOD CROP PkiCES INKENYA, TANZANIA, AND AALANI
 

KENYA ALAWI TANZANIA 

Coffee/ Tea' Tobacco/ Coffeei 6r'ndnuts/ Cotton! Cottonv lobaccol Cshwnuts/ Coffee/ 

Maize Maize Maizr Maze Maize Maize Maize Maize Maize Maize 

1967 6.09 9.79 3.30 2,73 

1968 4.30 10.07 3.07 3.23 

1969 6.83 14.0 3.31 3,38 

1970 27.2 7.84 11.,6 3.31 3.28 

1971 19.1 19.5 7,71 8.03 3.03 3.37 4.23 22.31 3.46 

1972 20.0 15.5 7.32 9.90 3.61 2.87 4.58 24.17 3.75 18.75 
1973 23.7 15.2 5.97 9.49 3.51 3.43 4.35 21.88 3.46 15.96 

1974 21.7 15.5 4,6 10.73 3.59 4.34 3.42 18.91 2.73 13.33 

1975 15.3 11., 6.05 I!.19 3.'0 3.77 2,73 14.29 1.87 7.00 

1976 32.9 13.8 .4) 0,75 3.11 2.25 2.50 9.66 1.29 10.00 

1977 44.7 24.2 ,,24 [LO :.39 3.52 2.50 10.90 1.33 18.75 

1978 31.7 17.8 7,80 1.20 3.70 3.94 2.71 10.i7 1.31 12.91 

1979 36.6 17.6 7.29 12.5-, 5,1l 4.1 2.812 10.51 1.92 10.67 

1980 27.6 16.7 6.31 0.40 4.60 3.25 3.00 8,95 1.73 11.42 

1981 22.6 17.7 6.53 7.58 4.65 3.24 3.20 9.64 2.75 12.36 

1982 25.8 18.0 4,03 4.50 2.87 2.45 2.47 7.41 3.09 9.93 

1, 22.7 14.2 7.56 q.35 4.64 3.39 _. 9 9.96 2.5 8.67 

1984 22.0 29.6 6.61 2.33 4.89 3.31 2,73 7.61 2.95 10.40 

1985 21.2 18.0 8.11 ERR 5.57 3.56 2.10 6.30 2.42 i.75 

Sources 

Kenya: Econoaic Surveys 

Malam : ADIiARC 

Tanzania Cotton, Tobacco, and Cashewnuts: MOB 

Tanzania Coffee: IBRD (72-77), MOB 178-85) 
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crops. Kenya's growth of tea 
and coffee hectarage is at least partly
 

explained by the increase in 
the international prices of 
tea and coffee which
 

/

the farmers received.!.


C. LandPolicies
 

In addition to those for land distribution other land policies have
 

also been more supportive of productive smaliholder farming in Kenya 
than in
 

Malawi and Tanzania. The 
amount of land registered in Kenya increased from
 

1.75 million ha. in 
1970 to 6.5 million ha. in 1983 constituting a quarter of 

the total culrivable land (i.e., in zones I to IV), The share of smallholders
 

in total regi.r>:-d Land w.:i 43Z overall but iL was well over 80 percent in
 

Western, Nyanza, Central 
 and Eastern provinces, the heart of the smallholder
 

production .atI 
 in Kenya. In addition to progress in land registration there
 

is also an active' land market in Kenya, although due to differential access to 

institutional credit and ethnic factors, 
land access is far fccm equal (The
 

Bank's credit projects may have facilitated further inequality of land
 

ownership through providing unequal access to credit).2 /
 

In Malawi, on 
the other hand, there has been very little registration
 

of customary land. Land registration has also 
not been encouraged in
 

Tanzania. Tanzania 
formally abolished the traditional tribal village
 

authority, replacing it 
with public ownership of land whereby an individual
 

has no right of ownership or 
sale. Communal land rights nevertheless obtain
 

1/ These were accompaniea by investments in 
the crucial agricultural
 
processing sector 
for which the government borrowed from the World 
Bank. See LeLe and Meyers, op cit. 

2/ See Lele and Meyers, op cit.
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(at least informally) in most parts of Tanzania except in 
parts of Arusha,
 

Kilimanjaro, Mosl,i 
and Irringa and Mbeya where coffee, tea, tobacco and estate
 

agriculture prevailed. 
 The government nationalized many private estates in
 

the 
1970s and prevented the development of further private property ownership 

in land as well as a land market. 

Tanzania has, moreover, pursued another land policy whicn has been 

detrimental to production. Villagization, enforced without the consent of 

villagers, led by the middle of 1975 to the settlement of over nine million
 

people or about 60% of the population into 6000 villages making "Operation
 

Vijiji" the largest settlement effort in African history. Poor citing of
 

villages and their Large size 
increased the distances villagers had to walk to
 

farms.
 

The introduction of 
commLial cultivation following villagization came
 

at a time of severe drought in 1573-74 and was achieved through minimum
 

acreage laws. By the end of 
the 1970s agroeconomic evidence had begun 
to
 

accumulate that increasing doses of inorganic 
fertilizer and the introduction
 

of block-farming would be 
unlikely to counteract the damage to the environment
 

or reverse the decline in 
soil fertility being caused by continuous production
 

on fragile soils without 
a substantial improvement in land resource
 

management.
 

Increased walking distances to production units also increased the
 

cost of fuelwood and caused deforestation and reduction 
in soil fertility.
 

Deforestation had a major adverse effect: 
on smallholder tobacco and pyrethrum
 

production as obtaining fuelwood fcr curing these crops had become a greatly
 

more labor intensive activity. Government also attempted to promote village
 

wood lots 
with little response Erom producers. Attempts at collectivization
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were followed by the local 
party bosses of TANU and later CCM dictating the
 

amount of acreages that should be allocated to different crops as well as the
 

type of husbandry practice that producers should 
follow.
 

D. Policies Affectin . Labor Markets
 

Labor polic 
 23 hae profound effects on incentives to intensify crop 

production especiatly as export. crops tend to be highly labor intensive.
 

There are major diffierences in the way labor markets have evolved in each 

country.
 

Labor markets (including intra-rural ones) are quite active in
 

Kenya. A minimuni wage provides guidelines for rural earnings but does not 

hinder the growth of i ibor markets, es 'ec ia ily in the sma.i].holder sector. 

Hired labor accounts for as much as 50% - 60% of smallholder tea and coffee 

employment explained partly by equivalent extent of urban male migration
an 


from smallholder families with females heading up rural households. While
 

out-migration is high from the semi-arid parts of Kenya, where there are 

limited production and income generating possibilities, labor markets are
 

surprisingly tight in areas of 
hign value crops, despite the high growth rates
 

of population and evidence of increases in 
real rural wages in tea and coffee
 

areas since the early 1970s.!/ The wage increase is, of course, partly
 

eaplained by structural obstacles to 
the migration and settlement of
 

populations from low potential areas 
into the higilands, constraints imposed
 

by ethnic and political barriers.
 

I/ See Annex to the 1983 Kenya Basic Economic Report by P. CCllier.
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Malawi's minimum wages similarly do not hinder the growth of 
labor
 

markets. On 
the contrary, prevailing discr;minacory producer pricing, 
and the
 

land policies rrion> oned Thove that: have favored the estaL? sector, have 

limited income e,',rning ,pDportUtritie in the smalhoLder sector. They appear
 

to have created highly elastica supply of smallholder labor for ;age 

employment In the e ita te sector, thus facilitating estate growth. / Wage 

employment in the e1.3ttes 1. estimated to have inc,:eased from 30,000 in 1969 

to 148,000 in 1973. The total estimated wage ti'Ioyment in Malawi in 1983 was 

387,000. This impressive growth still leaves about 60Z of the total rural 

labor force that Liwes, near -iubsistience existence. Not surprisingly, unlike 

in Kenya, the real. ciural. wage race ,in >alawi has not in,:reased due to the fact 

that employment- eneraI:in, pons.ihiLit ie 5 in the smallholder sector, which 

contain th hul k .f the Labor force, have been 'jo limited. 

In Tan:-:n ia, acltivte Impl emeritation of a minimum wage, restrictions on 

interregional [noveiients of labor, encouragement of trade unions in the case of 
estate 	 agricul.ture ,an(' i deoLogicalLy prompted discouragement of the use 

of hired Labor by small and medium hoLdec ex-port crop produccrs (to avoid 

creation of a iaboring clas;) have tended to create arttf'..iaL labor 

shortages. This has provided a disincentive for the production of labor 

intensive crops such as coffee, tea, sisal, tobacco, etc. Indeed, crops such
 

1/ 	 See R. E. Christiansen and J. G. Kydd, "The Political Economy of
 
Agricultural Policy Formulation 
in Malawi, 1960-1985." Paper prepared
 
for MADIA Study, January 1986. (Draft).
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as tea and sisal have suffered from acute 
labor 	shortages (see 1983 Tanzanian
 

Agricultural Sector Report).i/
 

E. 	Stability of A ricultural Service Institutions
 

We menti.oned earLier that Kenya and Malawi 
have generally provided 
a
 

relatively more 
stable institutional environment whereas 
in Tanzania there has 

been great instabi ity of insti.tutions. Disrupt ion of ma-keting and
 

processing a rangementL 
 has occurr.d in Tanzania due to many changes in
 

institutiona arrangements. 
 These have involved first the discouragement of 

private traders in the early 1970s, then i.: rvapid promorion and the
 

subsequent aboLit ion 
 of cooperat, iv2 ouiliool (in 1976), the , the e.,cablishmenrt 

of crops parastatals followu.d by their abol ition in 1983 and replacement with 

the cooperatives in the early 1 980s, ano then t:he creation of mrneting boards 

with the introduction of some iiberaii :ation in agricuLtural marketing in 

1985. In addition., Tanzania ]a.so decentralized its administration, which
 

greatly reduced 
 the role of the parent technical ministries such as
 

agriculture. This 
 h;,d an especially adverse effect uu agriculLure as a result 

of the transfer of responsibif for planning and implementation, including 

cont.ol of 
the field staff, from the Ministry of Agziculture to the Prime 

Minister's office.
 

Tanzania's institutional problems have arisen as 
well from increased
 

t
public scc or 
cootroL through a multiplicity of institutions. The number of
 

.i/ The Amboni Sisal estate and 
the Tanzania Sisal Authority reportedly had
to make do with an aging laboc force in 1981 of persons ranging from 40
 
to 60 	years old. The Bank funded smalLholder tea development project

similarly suffered greatly in 
the Bukoboa area where the hiring of
 
migrant labor was discouraged by Government.
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parastatals increased 
from 64 in 1967 to 373 in 1979/80 and over 1.000 prices 

were controlled in 1979. In addition to the rapid growth of employment
 

mentioned 
 earlier, the management of parastatals suffered from ad hoc 

political interference arn commandeerin or public resources for party and 

political objective., inadequate financial 	 atconLroi, 6itagaworkirI 

capital and erosion of assets leading to a virtual Lick of agricultural
 

services.
 

There are indications that 
in recent ye'rs Kenya's institutional
 

responses are also becoming politically prompted and thus more 
unstable and
 

centrally directed. Like Tanzania. Kfenya split the 
 ministries of agriculture 

and livestock in IJ80 and then reuni Le, them, and cecent ly shifted the
 

responsibility for grain :arketing frorim KFA (a 
 cooperative of large European 

and African producers) 	 /to the 	 Kenya Grain Grower's Association,- a step 

Tanzania tcok in the mid--1970s 
by reducing the vole of the Tanzanian Farmer's
 

Assoc:iation (TFA) consioting of 
large farmers in input marketing by declaring
 

it a "private" institution.
 

F. Agricultural Research
 

Kenyd and Malawi both have excellent agricultural research systems
 

for their major e.x port crops financed through a cess on the crops, i.e., tea,
 

sugar and tobacco in he case of Malawi and coffee and tea in 
the case of 

Kenya. One indicator of the productivity of research systems is the specific 

innovations they generate. Clonal teas were developed and issued by the Tea
 

Research Foundation in 
the late 1960s in Kenya and the Coffee Research
 

I/ 	 This aow includes all producers. While this approach is more
 
participatory, it is also inefficient.
more 
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Foundation has recently issued 
a new CBD resistant variety of coffee, Ruiri
 

II. The research systems for foodcrops and those export crops in which the
 

three 
count -ies are marginal exporters or importers, eog., sugar, cotton etc.
 

have, on the other ha;rd, s o.1e r d f rom uncertain general, budgetary support, 

too rapid a pace or-n(i{1geni. auion of: resea -h management, frequent staff
 

turnover, lack of cl.ear 
 re.iearch prior'ities,,, t:oo many resea rch stations and
 

fragmented donor 
 support: for various Low priority act ivit'ies.-I 

Al though' ve on on-farmOea. ,i.adaptiv., resea'rch, Kenya's hybrid maize 

program has nev,, thcles. been quiLe sucqoLCIful in developing an effective 

improved seed d;'.1t ritbution ros"aI ld facilitating rapid adoption of hybrid 

or improved mai:ze. SiXty perceot ot area under maize in Kenya was under 

improved maize at 
the end (f the 1960s. This cannot be said for the hybrid 

maize research program in Ma 1.awi 

Malawi' nat iooAI. reseaL'ch system was reorganized in 1986 under the
 

auspices of the.,N'aLonal Agricultural Research Project funded 
by the Bank. A
 

similar reorganiZat-, 11nis 
under acti\e consideration :n Kenya under the
 
umbrella of a WcrLd Bank [funded project involving several donors. Tanzania's 

research syst:em has been the weakest even iar export crops such as tea and 

coffee. One reason is that Tarzania suft.fe'red from the break-up of the East 

African community upon which it had depended for research input on uxport 

crops prior to the commnunity's break-up when sub-research stations only were
 

I/ See D. Jha, 
"Diffusion and Generation of New Agricultural Technology in
 
Africa," Paper Prepared for MADIA Study. 
 June 1986. (Draft); K.
 
Anthony, "UK Agricultural Research AID to Kenya, Tanzania and
 
Malawi." Paper prepared for MADIA 5 udy. January 1986. 
 (Draft).
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located in Tanzania. Cotton 
research suffered from the sudden withdrawal of
 

the British Cotton Research Corporation (CRC) in 1975.1
 

Tea and tobacco research has similarlv been weak in Tanzania due 
to
 

the shortage of q,,aLi ied personne , severe recurrent budgetary shorta; j,
 

lack of Foreign exchange for importation of critical supplies and breakdown of
 

the transport system, which has greatly inhibited superv: iion of 
field
 

trials.
 

The fragmentation caused by donors 
is equally prevalent. In 1981, a
 

regional research station in Mbeya supported by the Nordics had a budget
 

larger than the enri-e narional agricultural budget. Unfortunately, although
 

the World Bank and the USAID took an eari, Lead in the retra-cr,; za> on of th-a
 

research system in 0'79, due to internal po.tical 
difA Lculies Tanzania never
 

made the basic political decisions necessary to ,cL on this rffr.. The
 

current stagnant or 
declining crop production and deteciorating quality of
 

marketed produce is at least partly a result of the 
poor quality of Tanzanian
 

research.
 

G. Fertilizer Policies
 

Increased use of fertilizer along with improved planting material 
is
 

frequently an important source 
of growth in factor productivity. Fertilizer
 

supply and pricing policies are therefore of considerable interest in
 

understanding t:he 
aourc ,s of ,production and productivity increases. The
 

profitability of fertilizer use is determined by the relative prices of
 

fertilizers and crops 
and by the nature of the production function as
 

I/ See J. Howell, op cit.
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reflected in input/output coefficients. Fertilizer subsidies often have 
been
 

considered an acceptable way of promoting fertili7er use 
in the crucial
 

learning period of early adoption when adcpt-ion risks are high.
 

The historical .rcnds in the nucrient price/maize price ratios faced 

by smaliholdert in Mala-. , Kenya arid Tanzajnia are compared in Table 18; ratios 

for a few selacted Indi. states are also pre!3eated in that table for
 

illustrr.tive purposes. most strik-ing aspect of Table 18 rel ates to the
 

c.ontrast between the ratios 
for Malawi on 
the one hand, and those E'hr Kenya 

and Tanz.ania on the other. Not only are the ratios for Malawi (in the 9-10 

range) v,eni, ".l"vnuch larger t-han tbose for Kenya (4-5 range), but they are 

also chara.cter'_.ed by a substantial increase over time.-/ These differences 

in ratios are all the more striking in light- of the fact that fertilizer 

response coefficirits in the areas most favourable for maize production in 

Kenya. are abouc 30" 
higiher than the best responses Ln Malawi. 

Parenthetically, is also interesting to note that the ratios for the Indian 

states are simill, _o those for Kenya and Tanzania. 

Tabie 19 compares the maize and nutrient prices used to compute the
 

above price ratiLos for the three countLe3._) In most years covered by the
 

data, 
the maize prices prevailing in Kenya (more closely approximating the
 

international prices) were 3ubstantially higher than -hose in Malawi at the
 

I/ Thus, maize smallholders in Malawi have needed to sell 9-10 bags of 
maize in order :-o buy one bag of nutrient. Their counterparts in Kenya 
and Tanzania (or for that matter in t,e Tndian states) have needed to 
sell only 4-5 bags of maize. 

2/ Note that since the fertilizers used on maize vary by country -- i.e., 
CAN in Malawi, DAP in Kenya and urca plus TSP in Tantania -- the prices 
are expressed in nut:ient terms to facilitate comparison. 

http:chara.cter'_.ed


--

Table 18 

Nutrient Price/Maize Price Ratios for Malawia, Kenyan and Tanzanian
 

Saallholders, and for Selected Indian Srates*
 

Selected Indian States (Urea) d/ 

Malawi a/ K,'nya b/ Tanzania c/ Andhra Madhya Uttar 

(SA/CANT (DAP) (UREA+TSP) Pradesh Pradesh Rajasthan Pradesh 

1972-73 7.5 

1973-74 5.9 6.2 
1974-75 14.9 3.4 

1975-76 9.5 5.3 
1976-77 9.6 5.3
 
1977-78 9.7 4.2
 

1978-79 W0.I 4.5 4.5 
4.5 3.8 3.3 3.0 3.3
1979-80 7.9 5.5 


9 4 5.9 5.2 4.8 4.5 3.7 4.4
1980-81 

5.1 4.7 3.9 ­1981-82 7.7 5.0 3.8 


4.7 4.3 4.1 ­1982-83 9.4 4.2 3.3 
-1983-84 9.0 5.0 -- --

1984-85 9.8 -..... 

1985-86 11.9 ......... 

The product prices of S/A (21-0-0), CAN (26-0-0), DAP (18-46-0), Urea (46-0-0 

and TSP (0-46-0) are transformed to reflect the nutrient contents of these 

fertilizer types, i.e., the ratios are computed as: 

Price of I kg of nutrient
 
Price of 1 kg of maize
 

a/ 	 Based on the smallholder price of S/A for 1972-73 to 1982-83 and of CAN for 

1983-84 to 1985-86, and the ADt{ARC purchase price of maize. 

b/ 	 Based on the F.O.R. Nakuru price of DAP and the official price of maize.
 

c/ 	 Based on the average price of urea (unsubsidized) and TSP (subsidized) and rhl,
 

officially announced producer price of ma,-e.
 

d/ 	 The ratios are based on the official Government of India price of urea, and tic, 
farm harvesr price of auiize in individual states. The official price of urei, 

is inflated by 15% to accounL for distribution costs that may be passea on to 

f a .me 	rs. 



Table 19
 

Comparative Maize and Nutrient Prices for Smallhelders in
 
Malawi, Kenya and Tenzania*
 

MAIZE a7 NUTRIENTS b/ 

U.S. z/ 
Gulf Porto 
(f~o.b.) 

Malawl Kenya Tanzania Malawi Kenya Tanzi. 
(US$ per m.t. of nutric: 

(US$pr m.___t 
1972-7' 98 41 -- 307 246 
1973-74 52 56 - 309 349 -­
1974-75 119 51 101 -- 759 337 -

1975-76 112 61 108 - 582 567 -
1976-77 95 60 107 - 577 564 
1977-78 101 62 112 -- 604 466 -
1978-79 115 64 120 115 648 542 517 
1979-80 126 83 99 122 655 548 548 
1980-81 131 80 140 122 750 825 632 
1981-82 115 122 140 180 944 701 683 
1982-83 
1983-84 

136 
1,36 

97 
92 

138 
127 

183 
-

912 
829 

574 
637 

59, 
-

1984-85 111 78 - - 762 - -
1985-86 103 73 -- - 870 - -

* The prices have been converted from local currencies to US$ using the offi,
 
ex:hauge rates a published by the IMF.
 

a/ 	 ADMARC price of maize for Malawi, and uha official prices for Kenya and
 
Tanzania.
 

b/ 	 Based on the small.:-eer price of S/A for 1972-73 to 1982-93 and of CAN fo
 
1983-84 to 1985-86 in the case of Malawi; the f.o.r price of DAP in the ci,

Kenya; and tho average price of urea (unsubsidized) and TSP (subsidized) 1.
 
case 	of Tanzania.
 

c/ 	 U.S. No. 2 7ellow. 1972-73 refers to 1972, etc.
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official exchange rates; the exceptions were 1973-74, 1979-80 and '981-82 when
 

the Kenyan prices were only somewhat higher.
 

At the official dcLlar exchange rate, the maize prices in Tanzania,
 

too, exceeded those in Malawi by a considerable margin. The Tanzanian maize
 

prices became higher than even the Kenyan ones in 1981-82 and 1982-83.
 

However, because of Tanzania's currency overvaluation the dollar price of
 

Tanzanian maize would be 
lower at a real effective exchange rate.
 

Turning to the nutrient price differentials, once again at the
 

official exciarige rates, Malawian smallholders come out at a disadvantage
 

relative to 
their Kenyan and Tanzanian counterparti. In 1973-74, the nutrient
 

prices wer3 lower in Malawi than in Kenya. 
 But since 1974-75, when they
 

increased two and one-half times over 
the 19/3--74 level, the nutrient prices
 

in Malawi have been higher than those in Kenya; this 
is despite fertilizer
 

subsidies having existed in Malawi throughout the period in question, whereas
 

in Kenya they envied in 1976.! /
 

The ma,- conclusion arising from this analysis is that the nutrient
 

price/maize priLe ritios for Malawi ire 
out of line with those for Kenya and
 

Tanzania, because Malawian smallholders pay higher nutrient prices and they
 

receive less for their maize from ADMARC. 
These prices appear to reflect
 

differences between Malawi and Kenya 
in internal transportation costs,
 

differences that 
in turn reflect the Southern African political situation
 

(which has prompted the closing of tha 
Beira and Ncala routes) -- a variable
 

that is beyond the control of small farmers in Malawi.
 

1/ Fertilizer subsidies 
in MADIA countries are discussed in a forthcoming
 
paper by U. Lele and V. Bindlish.
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Fertilizer prices in Malawi need 
to be considered in light of the
 

fact that Malawian smallhoLders have few production alternatives to growing
 

maize. 
 In Kenya moru than two thirds of the 
fertilizer used by smallnolders
 

is accounted for by export crops (especially tea and sugar), which have very
 

high output/nutrient price ratios; similarly, in Tanzania export crops 
account
 

for 50% of the total smallholder use of fertilizer. In Malawi, the other
on 


hand, niearLy 85Z of the 
fertilizer used by smallholders is on maize.
 

It is difficult 
to estimate the growth of fertilizer use on a
 

comparative basis across 
countries as data on fertilizer use by crop is not
 

readily availabLe excepl from occasional surveys. Also, the composition of
 

nutrients has changed 
over time and thus data on fertilizer imports and supply
 

from various sources present conflicting figures. Moreover, fertilizer is
 

often suhsidized and directed toward 
use on certain crops, areas or types of
 

fa:ms by fiat, but alternative more profitable uses 
lead to its diversion to
 

other areas; rhe extent of such diversion is usually not known. 
 For inst&nce,
 

estimates of leakages of fertilizer to 
the estate sector in Malawi from
 

subsidized supplies for smallholdero vary from 10 to 25 percent. It is also
 

not clear how much of 
the fertilizer in Tanzania provided by crop parastatals
 

for export crops is diverted for use on foodcrops. 
 Bearing these measurement
 

problems in mind, out 
best judgement (based on field investigations) is that
 

smallholder use of nutrients on maize in Kenya is now plausibly only half as
 

much as in Malawi, which but is similar to that in Tanzania. This may be the
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result 	of both inadequate foreign exchange allocations in Kenya for fertilizer
 

imports as well as fertilizer s greater profitability in coffee and tea
 

production.1/
 

Tanzania's fertilizer use was considerably higher than Malawi's in
 

the early 1970's. However, it declined at the 
rate of 0.3% annually since
 

then. On th other h~ind, fertilizer use has increased annually by almost 6%
 

in Kenya and by over 8% in Malawi.
 

The rather low rate of growth of maize and other smallholder crop
 

production in Malawi contrasts strikingly with 
the considerable growth in
 

smallholder use or fertilizer. This contrast 
raises 	important questions
 

concerning the reliability of estimated fertilizer response coefficients,
 

maize crop production figures, estimates of 
fertilizer use in the smallholder
 

sector and, more generally, the factors affecting fertilizer use both within a
 

single 	country and across countries. 
 It seems clear that unless a substantial
 

investment primary data collection is 
made to investigate these various
 

inportanL 
issues, few insights are likely to result concerning the factors
 

affecting levels of fertilizers use, and the impact of policies on these
 

levels, from simply reshuffling the existing data.
 

In spite of the uncertainties enumerated above, in 
the case of Malawi
 

it ,an be argued that higher fertilizer pricer will likely result in a
 

reduction in fertilizer consumption, in substitution of 
land and labor for
 

fertilizers in the production of subsistence crops, and in setting back
 

progress toward achieving the Bank-supported objective of crop diversification
 

I/ 	 It should be noted, however, that tea mainly uses nitrogenous
 
fertilizers, whereas maize uses 
mostly phosphetic. Thus, there is not
 
an obvious clear substitution in use that is efficient.
 



into higher value export crops. Though changing crop licensing and producer
 

pricing policies in Malawi will 
increase incentives for use of fertilizer on
 

high value export crops, fertilizer subsidies nevertheless need to be
 

considered on a selective basis. For example, there is no reason why the cost
 

of fertilizer distribution in "falawi should not 
be subsidized rather than its
 

price. Thus, to be fully effective, the principle of subsidy abolition needs
 

to be applied selectively, involving careful analysis of its 
possible impact
 

before rather than after policy prescriptions on abolition of subsidies are
 

made.
 

Concluding Comment
 

This section of the paper (Part I) has reviewed the contributions of
 

macroeconomic, sectoral and domestic agricultural. policies to agricultural
 

development in each three countries.
of the We have indicated the ways in
 

which individual policies as well as various combinations of policies have
 

influenced the nature and tructure of agricultural growth in each country.
 

The policies reviewed in this section of the paper have provided the
 

context in which World Bank policy advice and lending have operated. They
 

have influenced, and have also been influenced by, the Bank's activities 
in
 

each country. Part II which follows reviews the results of the Bank's policy
 

advice and lending experience in light of the policy environment in each
 

country outlined in Part I.
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PART I I 

ACTIVITIES OF THE WORLD BANK IN KENYA, MALAWI AND TANZANIA
 

Preface
 

Part I of this paper provided a comparative overview of the
 

macroeconomic and sectoral policies of Kenya, Malawi and Tanzania with a
 

particular focus policieson and performance in their agricultural sectors.
 

The policy environments reviewed 
in Part I have provided the context in which 

World Bank agricultural operations have funtioned in each country. They have
 

played a critical role in determining the extent 
to which Bank lending to
 

agriculture has or has not been successful. They have, of course, in turn
 

also been influenced 
by Bank economic and sector analysis, policy advice and 

lending. It is to the topic o this interaction between country policy 

environmers and Bank analysis, advice and lending that we nowZ turn.
 

Part 11, which folLows, first examines World Bank economic and 
sector
 

analysis and advice in each country. It thcn review-s the pattern and content
 

of project lending to agriculture in each. Finally, it examines the Bank's
 

experience with structural and 
sectoral lending. In treating this threefold 

involvement of the Bank in each c ountry, we attempt to show the relationship 

(or lack thereof) between economic and sectoral analysis and the content of
 

projects financed. We also examine 
the results of the policy advice and
 

lending provided to each recipient country. The paper ends with brief
some 


conclusions 
that e nerge from this review of the Bank's experience in the three 

East African countries. 



IV. BANK ECONOMIC AND SECTORAL ANALYSIS AND POLICY ADVICE
 

A. Introduction
 

The Bank's economic advice to Kenya, Malawi and Tanzania has been
 

provided either in the context 
of economic and sectoral analysis or the
 

financing of investments. This first section (IV) summarizes the Bank's
 

economic assessments of each of the three countries and 
indicates how these
 

assessments have chanqed over time. 
 Section V examines the lending programs
 

in each and relates this to general policy advice provided by the Bank.
 

Bank economic analvsis has consistecd of basic economic reports,
 

annual economic memoranda and agricul tia[ sector report-s through which 

periodic assessments have been made of the countries' economic (or sectoral) 

performances, policies and potentials. 
 Also, areas have been identified in
 

which policy (and, in the more 
recent period, also institutional) reforms have
 

been considered necessary. These reports have also been a vehicle for
 

identifying a Lending program for the Bank. 
Majo" basic economic reports were
 

written for Kenya and Tanzania between 1973 and 1977 as well as agricultural
 

sector reports for all three countries. In the early 1980s another basic
 

economic report was produced for Kenya and an agricultural sector report was
 

written for each of the countries. In between (and subsequently) there have
 

been periodic updating economic memoranda.
 

A considerable amount of informal sector work has also been done on
 

specific issues in Kenya such as on agricultural credit, land policy, input
 

supply and grain marketing and in Malawi on Eood security and land policy. As
 

policy reform has become more important, the resources devoted to issue
 

specific informal sector work, e.g., budget rationalization or parastatal
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finances, have greatly increased relative 
to 
the more comprehensive 
basic
 
economic report work.
 

In g9neral, 
no0Wver, the Bank's 
rePorLS have tended
Lack of micro~economic to suffer fromanalysis 
 Of some 
of the most fundamenta, 
processes
developmen, of
We will demonstrate ir,this part of 
the paper that 
;t is the
lack of "dequate bet een mairoeconomiic, sc oral nal ysis andiitk:
micro
 

Level 
ProAce5le 
 iflLI!enc;n the Aecisioo of idhas often limited . idi economicthe j 0 e,-,.s f the artors thatank s policy advice1ffec lendingand 

program. This probJI-,n cunti ues, in Our vie , des pi,e the greate r degree of 
specificity of topics bc.ing examinedn -ecent years a 
 :he
knoweedge acc.muia-d from co-celtrating 


-d increased 

a:tan-ysis 
on individu 1L subsectors 
e.g., the attention~ojlveri to P-rastatals.
 

Another 
t i 
 featre of the Bank'sLack of agricul/tkal econoinic worl- has been theCconomtics 
:nput: (especially micro but 
also sectoral)
the prepa -ation of in
 many of 
is 
Ecoromic Reports. This 
onre again in our
reflects the view
lOk of an 
acequate appreciation 
the nee,

knowledge of 
of for both in-depthth: sector and 
the need to link that 
knowledge 
to macroeconomic
proccses. 
 T'1he 
 Basic Econollic Repc 
ts 
for Ktiiya (1974) 
and Tanzania (1977)
had annex-,, 
on agricuLicure and each drer. on 
earl 
er agricultural


reports (but sector
 
contradicted 
some 
of the major conclusions 
in those reports).
rhe 1963 basic Econoiic Report 
for Kenya included 
somc excellent analysis
agriculture 
in the annexes on
 

of the report. 
 Unfortunately, 

its significance for
najor economic policies 
was 
not explored in 
the main body of the
fact, report, In
the Latter cc'r.tradicted 
several 
of the conclusions contained in the
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anexes.! / Civ-n the overwhelming importance of agriculture in 
these
 

economies, we 
have found quite striking the omission in this work of a central
 

treatment of the process ot agricultural 
development and its relationship to
 

overall economic developmenc.
 

The conLtradictory conclusions 
on specific issues contained in
 

different Bank reports tha: were produced 
at similar times (and even at times
 

found in the same report, as mentioned above) have sometimes made it difficult
 

for us to escablish precisely what 
the Bank's positions were on a given
 

issue. This is also a prcblem for the recipient governments, especially as
 

the reasons fc" 
the differences in c'.nclusions are not usually contained in
 

the rooorts. They appear to rEnlL more 
from the d.ffering perspectives of
 

the individuals involved rathcr than necessarily being based thorough
on 

analysis of the situation, 'ncluding explicit comparisons of conflicting 

viewpoints. This problem is compounded by the fact that there is a lack of an 

institutional memory and therefUo:e 
an historical treatment of the 
reasons for
 

changes in the conclusions ceached.
 

In light of the above, it is perhaps not surprising that there was
 

only a weak connection between the spirit of 
the Eank's individual economic
 

and sector reports and thk way the Bank's 
lending program evolved in the
 

1970s. Nevertheless, iA is possible to discern 
some central tendencies. We
 

focus on these first by identifying the content of economic and sectoral
 

judgements made in each cruntry.
 

it is importan: to note at the outset 
the great diversity of issues
 

treated in the Bank's work 
on the three countries despite the many
 

1/ See Chapter 1, Lele and Meyers, op cit. 



-4­

similarities between them in 
terms of possible types ot 
growth and how these
 
might be exploited through a systematic agricultural 
strategy. 
This diversity
 

appears to 
be the result of a lack of 
a common analytical framework, albeit
 
informal, for identifying constraints 
to and potentials 
for growth. it also
 
reflects a minimally data 
based orientation 
to agricultural 
sector and
 
economic w rk, especially with respect 
to the importance of 
viewing the
 

experience of an'. given country from a broad.r cross country perspective.
 

Consequently personalii e 
rather than a framework and 
facts have frequently
 

unduly influenced the 
scope and conclusions of 
the Bank's analysis. We
 

document 
'hese points by reporving below the main themes 
of the Bank's
 
economic aind 
secLor work 
in each country and also by comparing these themes
 
across cauntries, 
in light of where growth occurred or 
could occur (as
 
discussed earlier 
in Part 1). In Section V we examine the size, the pattern
 

and the impact of the Bank's lending program and 
pick up again the theme of
 

the Bank's 
policy advice in connection with 
lending.
 

While, we iiave 
reviewed reports beginning from the period in 
the 1960s
 

when the Bank first commenced 
its operations in 
each of the three countries,
 

we focus on the porid of 
1970 co 1986. This is 
because the bulk of 
the
 

Bank's lending growth in 
Fast Africa, and 
its heightened concern with
 

development, 
took place in 
the 1970s after Mr. McNamara's 
1973 Nairoi speech.
 

The Bank deserves 
very high marks in 
its economic (especially basic
 
and sector) reports for focussing attention on 
the central importance of the
 
smalLholder agricultural sector in 
the overall economic development of each of
 
the three countries. 
 t iVsin The translation of 
this concern 
into advice and
 
inoestments 
that problems have occurred. This is in 
part a result of the
 

aforementiunod poor link between 
the Bank's macroeconomic and agricultural
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sectoral work. 
Key general policy concerns through which we illustrate Lhis
 

problem are:
 

1. The Bank's treatment of equity issues, especially its approach to
 

reconciliation of 
equity and growth in its policy analysis and project
 

financing;
 

2. The Bank's treatment of international market prospects and
 

domestic pricing issues in its economic and lending work;
 

3. 	The importance attached by the Bank to 
resource transfers vis-a­

vis 	that atcached to long term institutional and manpower de elopmeat in order 

to 	increase the cap,-ities of governments to utilize resources more
 

efficiently;
 

4. The Bank's treatment of policy reform in the 1980's and the
 

relationship )f this treatment to issues identified by 
the Bank as being
 

critical policy concerns in earlier periods.
 

B. 	 P2icy Advice to Kenya
 

1. 	Changes Over Time in the Overall Policy Context
 

We established in 
Part I that there are major differences in the
 

agricultural policies and performance of Kenya, Tanzania and Malawi despite
 

considerably commonality in 
the types of crops they grow. These differences
 

partly result from the fact that Kenya's economy has not suffered from major
 

(domestically induced) macroeconomic distortions like that of Tanzania. 
 Most
 

of Kenya's institutions have moreover been more 
stable and effective than
 

Tanzania's. 
 Kenya has also not evidenced the acute structural problems of
 

Malawi. The primary focus of 
the Bank's attention in Kenya has therefore been
 

on sectoral issues (although we 
argue that both structural and institutional
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issues have nonetheless figured 
in the Bank's economic analysis to a greater
 

extent in Kenya than in 
Malawi and Tanzania, perhaps due to the greater
 

openness of 
the Kenyan government to examination of these issues in the
 

1970's).
 

Given Kenya's relatively more conducive policy and institutional
 

environment, it is reasonable to expect that 
the Bank's financial assistance
 

has been more effective in Kenya than in the oth0er two countries. We will
 

show that this has 
not been rt> case, and argue tOan the reasons lie more in
 

the Bark's project- "'!,'rcion and approval proces:'s, which succumbed to 

political pressures from the Kenyan governme-n and pressure from the Bank's 

top management to expand lending to agriculture, rather than in Kenya's policy 

weaknesses. In Tanzania and Malawi, on the other hand, the i.mportant 

questions we will explore focus less on the effectiveness of the Bank's
 

assistance 
 -- which has ben generally recognized to be low -- than on when 

the Bank detected major policy, institutional and structural weakness and how 

it interacted with the two governments to correct them; also how quickly this 

learning got reflected in the level and composition of lending, especially in
 

the light of the iay the governments reacted to puLicy advice. 

We will argue that the Bank's 1974 Kenya Economic Report was more on
 

target in identifyig constraints to Kenya's development, and in integrating 

its analysis of agriculture's fundamental role 
in Kenya's economic development
 

with the policies, institutions a investment strategy needed for the type of 

overall development the Bank was supporting, than was the case either in 

Tanzania or Mialawi. in Kenya there were SLrniger conceptu! links between the 

Bank's sectoral and macroeconomic strategy than in the other two countries. 

In spite of this, some of the most important prescriptions that emerged from
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the Bank's economic analysis in Kenya are questionable in terms of their
 

assessment of growth potential. 
 Also the connection between the Bank's
 

ecoUomiO dalVSIS and its agricultuial portoio has been weak. The projects
 

financed in the 1970's were more 
a result of Lending pressures within the Bank
 

and political presnures emanating from Kenya than they were 
a product of Ba.ik 

economic analysis. They were also influenced by the stance the Bank took at 

the time (worldwidp) toward lendiig for expansion of tea and coffee. The 

cumulative. r s ilt cf these factors was 
a large agricultural portfolio which,
 

with the exception 
 of a handful of projects (credit for smallhold,:L- dairying 

in addition to the tea and coffee projecMs), contri buted little to Kenya's
 

agricultural development. Paradoxically, precisely because of 
the lack of a
 

close connection between macropolicy advice and lending, the tea and coffee
 

projects 	made a uaeful cont:ibution.
 

Kenya's macroeconomic difficulties 
in the second half of the 1970's
 

were a blessing in disguise because they led 
to the closing down of a number
 

of Bank-funded projects, which Kenya was 
clearly better off without. Attempts
 

by the Bank to promote macro and sectoral policy reform in Kenya were,
 

however, less successful than they were in Malawi, partly because its weak
 

project portfolio had been accompanied by an attitude in the Bank that most of
 

the problems with the projects 
in Kenya 	were almost exclusively the result of 

the policies and weaknesses of the Kenyan government. This strainod
 

relationships with the Kenyans at 
a time when Kenya was in economic
 

difficulty. Also the timing for policy changes urged by the Bank, such as
 

grain marketing liberalization, unfortunately turned 
out to be inopportune as
 

tnis cuincided with the emergence of a severe drought, a situation which made
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the 	government less willing to incur any risks 
that might be entailed by
 

policy change.
 

Budget rationalization is one major area in the 1980s in which a Bank
 

sponsored lead in the agricultural sector appears to have had genuine impact 

as 	well 
as broader payoffs in other sectors. Howeve-, given the lack of any 

major macro or structural weaknesses in Kenya (in whi r:Ki the !hsuk had a clearly 

demonstrated potential to 	 be of assistance), and given th, 5vnrnment's 

lukewarm reaction to such proposals as graEi mreting 1iberlization, the 

Bank apoears to have returned to n strategy for agricuatural development that 

focuse, on agricultural research, exnension, etc., as wel l as on institutional 
issues such as para natal reform -- preblem 03r were at he heart of the 

project difficulties experienced 
in the 1970s.
 

Import support funds have provided greater leverage for these 
reforms
 

in the 1980's than did th2 vehicle o project lending in 
the 197 0s. However,
 

the legacy of 
the Bank's long-term involvement in Kenyan agriculture also 

neccesirates that it have a more precise diagnosis of the reasons for past
 

failures. Here 
we 	find a mixed story. To the 
extenr that the lessons of past
 

project experience 
can 	serve as a guide, 
tne Bank is on the right track. On 

the other hand, to the extent that future success depends on doing things 

differently, including radically altering Bank procedures, it is less clear 

that the Bank witl be able to achieve its objectives in Kenya either alone or
 

in collaboration with other donors.
 

2. 	The 1974 basic Economic Reoort
 

While the Bank's operations 
in Kenya began in 1953 when the first
 

economic mission was mounted, and 
two 	agricultural projects (focusing on
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resettlement) were financed as 
early as the 1960s, the 1974 Basic Economic
 

Report (BER) 
was clearly a waterApnd in tho Bank's relationship with Kenya.
 

It followed McNamara's famous 1973 Nairobi speech and was the first 

comprehensive report prepared after Konya's init, a decade of independence.
 

The time was considered right for assessing 
 the Pconomic per.ormance ot the
 

first decade, and for designing a strategy 
 for the second. R{eflecting the 

high esteem and trust in which the Government held ch.,Bank, it requested the 

Bank's input in the Third Plan (1974-7B), which was hen in draft form. 

Finally, the BER followed hard on the heels of the ILO/UNDP 'Report on
 

Employment, 
Incomes and Equality in Kenya". The ILO repor-'s emphasis on the 

issues of unemployment and poverty had been reinforced by icNamara-'s Nairobi 

speech. It is therefore not surprising that these issues took center stage in
 

the BER, which emphasized developmen, of smallholder agriculture as 

fundamental to Kenya's overall development, a position the Bank has 

consistently adhered to over 
time.
 

The BER concluded that while Kenya's performance up to 1973 had been
 

remarkable in expanding employment and alleviating the poverty of the lowest
 

income groups, the Kenyan economy had reached a turning point. 
 The task of
 

mobilizing resources and using them efficiently was likely to become
 

increasingly complex over the naet decade. A fast pace of development might 

be harder to sustain, and the problems of widespread poverty and growing 

unemployment could worsen significantly, without a pronounced shift in the 

nature of the development process. (Summary and Conclusions, paras 2 and 3). 

Stressing the emerg4ence of constraints on the resources available for 

development and the need enforcero 
 a "... harsher discipline on the economic 

choices facing Kenya", the report called for a change in the pattern of
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growth, so as to 
increase employment intensity, and for a change in the
 

process of growth, 
so as to increase the efficiency of resource use. This
 

meant a]locating a larger proport 
on of investment, foreign exchange and
 

zkilled manpower to directly product;ve sectors such a.s agriculture, and to 

rural c-oads, 
 low-cost housing, etc. The report recommended that the average
 

annual growth rate of agriculture should 
be raised from the 6.5% assumed in 

the Third Plan to 7.5%.IiI-

The BER also saw the strategies for agriculture and industry as
 

highly complementary. 
 Reform of the manufacturing sector 
involved eliminating
 

inefficient firms and reducing the extent 
to which protection allowed industry
 

to operate at the expense ot agriculture and other sectors. A swi ich of
 

emphasis from 
 import substitution to resource-based export industries was
 

recommended, a recommendation 
 tht we will document was not satisfactorily
 

reflected in The Bank' 3 Lending program 
 in the sugar and tha cotton sectors.
 

Implementing a dynamic agricultural 
 strategy posed critical problems, 

however. 
 The report recognizel that the overriding constraint theon 

development of an integrated export-oriented, agro-industrial sector was the 

"absorptive capacittof the agricultural sector" (emphasis added). It 

observed that: the heart of the problem was to "increase the sector planning 

capacity, and particularly the capacity to design large-scale productive 

programs for the 
mass of small-scale farmers, in 
the Ministry of Agriculture"
 

(para 5.11).
 

I/ The relevant question according to the report was not "Is 
a high rate of
 
agricultural development possible", but rather "What needs 
to be done to
 
attain a high rate of development" (para 5.03 and footnote 1, p. 40).
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While recommending improvements in the efficiency of projecr design 

and appraisal, rhe reporw qrressed The need to avoid complex social costing in 

favor of simple techniques, since the Aormr could be "spuriously used to 

justif7' unsound projects and thus to mislead the policvmaker'" In any case, 

shadow pricing and other social costing methodology were not to be regarded as 

substitutes for bringing actual prices into line with the real economic
 

scarcity value of domestic and foreign resources" (para 5.30).i1 It also
 

stressed the importance of improving incentives to agriculture by reducing
 

taxes, correcting interest rates, and aligning domestic and world market
 

prices. The public sector was 
also expected to become more efficient by using
 

better project design and appraisal methods.
 

1/ The Report singled out 
other key elements of a resource mobilization
 
strategy, as 
follows: (i) domesri: savings should be encouraged by
 
raising deposit rates of interest and reforming the structure and
 
operations of financial intermediaries; (ii) although management of
 
public finances had 
been good, there was scope for obtaining more
 
revenue through drect taxation: wealth and 
land taxes were proposed;

(iii) 
the report cautioned against reliance on foreign commercial loans:
 
"... only a remarkably productive use of loans, combined with a package
of really sound domestic policies, could justify such a course of
 
action"; (iv) government should 
play an active role in identifying new 
opportunities foi overseas investment and in seeking out potential 
investors; (v) it would be essential "to increase both the volume and 
effectiveness of official aid". Better coordination was needed, between 
technical assistance flows and capital aid, between different donors, 
and between competing domestic users. Greater attention was also to be 
given to identification, packaging and presentation of projects for 
external .ssisLtanc'; (vi) there was a need for donors to be ".. much 
more flexic a in their aid programs, and mote willing to initiate and 
experiment and join with Kenya in risky ventures when the stakes are 
high enough." fn addition, donors had to learn to cooperate. 

http:5.30).i1
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a. 	 Evaluation of the BER
 

The BER presented an excellent overall diagnosis of Kenya's economy
 

and recommended S" appropriate macroeconomic strategy whose many components
 

interlocked, especially in 
terms of the 
linkages between agriculture and the
 

rest of the economy. With hindsight, 
however, the report's reconmendations
 

for the crucial agricultural sector now seem 
flawed in several respcts.
 

First, the idea 
that the criical shortage of anricultural policy planning and
 

implementing capacity could be remedied by simpoly shifing macro planners to 

work on agriculture was naive, and underrated the importance of technical
 

expertise for managing 
a modernizing agricutural sect.oro Second, the major
 

increases in public 
investment in agriculture it called for 
were to be
 

achieved primarily through large scale 
Integrac d Area Projects 
rather than
 

through 
a 	phased approach aimed at improving Kenya's planning and implementing 

capacity, an approach that was recommended in the Bank's Tanzanian
 

Agricultural Sector 
 Report in 1974 (see below) and also in a study 

conmissioned by the Bank at 
around the same time, based on an 
analysis of the 

experience of 20 agricultural and rural development projects ./ 

The study of 20 pcojects had pointed out 
chat integrated projects had 

been ineffective due to the demands they made on the limited planning and
 

implementing capac.ly of 
recipient governments. Instead, it had recommended a
 

sequential approach similar to 
that recommended in 
the Bank's 1974 Tanzanian
 

Sector Report. A poliLy of 
financing integrated Rural Development projects
 

was simultaneously adopted by the Bank following Mr. McNamara's Nairobi
 

1/ 
 See U. Lele, The Design of Rural Development.: Lessons from Africa.
 
Balt.w:ore: 
 The Johns Hopkins University Press, 1975.
 

http:capac.ly
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speech. Also, informal but well 
understood guidelines were instituted that
 

required that 25 percent of the Bank's 
resources be committed 
to agriculture
 

and rural devc !pment resulting in a substantial growth of commitments 
to this
 

sector in all three countries (see Section V).
 

Third, new technologies were assumed to 
be available. This
 

technological optimism had 
not been shared by the 1973 Agricultural Sector
 

Report (ASR), which provided 
the basis for the BER's strategy. Apart from
 

maize, for which hybrids had been successfully in-croduiced 
in high potential
 

areas of assured rainfal-, the 1973 ASR had not 
been particularly sanguine
 

about the prospects for now 
technologies -- either :,. maize (Wn other areas) 

or for several other crops. The Bank's subsequent economic and project work 

in Kenya has continued to be ambivalent on this important issue due to lack of 

systematic, extensive data based analysis, of 
exi.,KuL'
technologies within
 

particular coops and aresi 
 And whiie some IiWmIted farm management data
 

certainly show high 
fertilizer response coefficients in selected assured
 

rainfall areas, as 
in the case of the IADP earlie, the T and V project has
 

involved expansion of geographical coverage to 30 districts (albeit with a
 

focus on the high potential portions of 
these districts). This problem of
 

expansion of projects 
to additional 
areas, without clear avidence that
 

technologies appropriate for these 
areas are available, has plagued Bank
 

projects everywhere in Africa.
 

Thus, while the completion report of the IADP concluded That 
lack of

adequate technologies was one major 
reason for the project's failure,

the subsequent T&V project was 
premised on 
existence of profitable

technologies (see Lele and Meyers, opcit).
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The ASR on which the BER 
 based also had we-knesses of
was 
its own.
 

While the projects it proposed constituted the basis of the Bank's 
lending to
 
Venya, 
none were envisaged for 
the development of tecnnical crop packages, or
 
for establishing 
a national a"ricultural reseavch capa-i ty (although such an 

effort had been mounted a decade earlier in Asia to address s,;orne A the same 
proolems -- the 1ADP in India had not had any major itllpact until the new 

technologies became available for heat and rice). Moreover, :he investments 

proposed 
in the ASR were no; prioritized even 
though the AS, acknowledged the 

government's limited planning and imrlemenr ing capacity and the uncertain 

availability of technical packages. Finally, on ki.s own aidmission, the ASR's 

analytical foundations were shaky. For example , orso fz' i !ecommendat ions 

were rather vague, "Some type of integrated a,- a hasnd jnmogram is the best
approach ... Such programs form the backbone of the development effort in 
many countries, as 
for example, the Lilongwe Project 
in Malawi and the 
package 

program; in Ethiopia." 

Both pricirn- and _ttimaketin an well as land tenure issues, which were
 

later to become major bones of contention between the government and the 
Bank,
 
were addressed early on in 
the Bank's economic and sector work. 
 With respect
 

to grainmarke in;, the !1974 BER recommended loosening 
 of direct controls and 
opening up of opp,:'tunities for mora private initiative by Limiting" 
... 

parastatal ac.iviy W grain markets La implementing go,'ernmen price and 
stock management programs" Jn land tenure, it urged the government 1o 
encourage and facilitate the sub-di,,vision of large farms iicco smallholdings, 

giving land titles to those who had de facto ownership. 
 It also urged the 

development of a competitive land market. 
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One 	additional important policy position at 
this time concerned the
 

rather pessimistic view the Bank took of export market 
prospects for tea and 

coffee. It then advised and has 	 continued to advise the 	government to 

diversify our: of 
tOese L.o crops. it also adoptnd a policy in 1972 of aot
 

financing expansion of tea 
(and coffee) production e:cept in situations where
 

countries had 
no 	other jpticr,. Wn have shown earl. le that Kenya's good
 

agricultural performance in 
terms 
of reconciling agricultural growth with
 

equity is explained 
 mainly by its success in shifting to these L'wo 	 nigh value 

crops, actions which Kenya ook in 
contrrdiction 
to the Bank's advice. Also, 

the effects of the Bank' , lending with respect to this issue have ended up
 

being inconsistent with the 
intent of 
its formal plicy. Because the issue of
 

expansion of 
tea 	and coffee production is 
currently of major importance for
 

future growth in Kenyan agricuLture, it is taken up below in 
the context of
 

the Bank's more recent analysis and advice to Kenya.
 

3. 	Economic Policy Assesmnt in Subsequent Revort
 

Much of 
the policy dia .ngueon ;1riculture benween 1974 and 1979 took 

place through projectL lendi -rg, which grew rapidly in 
line with the emphasis 

placed upon agriculture and rural development in McNamara's speech and the 

1974 BER. (The growth of the lending portlolio and its generally poor
 

performance is diwcussed in Section V). 
 Until the early 1980s, annual 

economic memoranda served more to report on new 
economic developments than to
 

spell out a strategy. 
 For example, they commented intermittently on the
 

extent to which the 
prices of partictular agricultucal commodities -- maize,
 

milk or beef -- had been out 
 &i Line with border rices from year to year, 

noted the problem of maize surpluses (and deficits), and endorsed various
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' 
goernmenq commissions conclusios that the maize board should be the buyer
 

and seller cf last resort.
 

The Bank's t eatment of the effects of weather, which caused great 

production and marketed surplus instability in 
Kenya in the 1970's, was,
 

however, relatively casual 
 and was in no way commensurate with the importance 

the govern:qent attached to food sEcurity. 
 The reports tended to criticize the
 

gcvernment for the Kc. that reoalired international prices had not been in 

line with those rori, at:ed by the ,overnment (formuLated nearly 1Q months 

prior to the time they we-e to take effect) even though Oices projected by 

the Bank also often did not materialize. Bank investments based 
on price
 

projections, and the government's response to 
Bank advice on prices for
 

commodities 
in which Bonk investments were involved, were later 
to be major
 

bones of ccntention, e.g., in 
 the case o! sugar (-hese issues are discussed in 

Section V on lending ex.perience). 

The economic memoranda also commented on the lack of cost of 

production data (which hampered the government's ability to formulate
 

agricultural pricing policies), 
the weak analytical capacity within the
 

Ministry of Agriculture for 
policy fo-mulation, and the need 
to draw more
 

heavily on Kenyan professionals from 
 DS and the University of Nairobi for
 

more basic analysis of 
the sector. Theme critical issues of creating
 

analytical capacity 
in the government 
or of tapping the capacity that already
 

exists in the University and the 
IDS have, howeve-, not received priority in
 

the Bank's program. The Bank's philosophy of capacity building 
contrasts with
 

that of USAID. which has 
in many countries sought to sLrengthen indigenous
 

analytical capicity by supporting research and analysis carried 
out by
 

nationals. 
 Also in contrast to the practices 
of USAID fieid offices, the Bank
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ises few financial resources to finance local consultant input in economic and
 

sector wcrk..-/ instead much of the Bank's economic work is done 
in Africa
 

by the use of expatriate consnhtats from Oestern universities.
 

hine c " f 2 hoom in 1 77 and 1973 and L... second oil shock in 1979
 

ushered in a turbulent period for Kenya's economy. Another BER waF 
therefore
 

begun in 1978, buL was noc completed until 1982; it incorporated a review of
 

macroeconomic deveiopments and an evaluation of the policy reforms undertaken
 

by the governmen:.
 

By 1979 accumulating implementacion difficulties had led to the
 

classification of several loans and credits approved in :ne 1974-79 period as
 

"problem projects" and the ensuing macroeconomic policy dialogue increasingly
 

emphasized agriculoural sector issues. 7eflecting, these concerns, the 1981
 

Ccuntry Ecnncmic Memor-andum contained a separate annex on agriculture, and the 

1982 Basic Eroronic Report contained substantaL annexes on agriculture and
 

poverty. The 1982 BER argued 
thac poverty in K(onya was largely rural, and 

explored the relat onship of both poverty and agricultural development to 

growth. A szparate agricultural sector report was issued in draft form in 

1983 ana in final form in 1986. ihe latter was preceded by a series of 

suosectoral reports on grain pricng and marketing, land and credit policy, 

input use, etc. 

4. Strategy Recommended by he 1989 BER
 

By 1982, the Bank had a policy mandate to consider structural
 

adjustment Loans. It is therefore not surprising that the 1982 BER stressed
 

I/ See U.-Leie and A. Coidsmith, 2pc it.
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that Kenya's problems were not exclusively caused by external developments and
 

identified several, fundamental structural problems, including the slowing of
 

agricultural growth, the diminishing scope for import substitution and the 

stagnation of nontraditonal exports. 

It ascribed the slowdown in agricultural growth to (i) the reduced 

scope for expansion of agricultural production on new or underutilized high
 

potential land (a problem not fully recognizeO in the 1973 BER, which had 

frojected an acceleraLion o: the agricultural growth rate to 7.5. a year);
 

(ii) the lack of readily available technical packages for farmers in the semi­

ari.d zones; kiii) the limited opportunities for switching to higher value 

crops such as tea and coffee; (iv) government intervention in agricultural 

pricing and marketing; (v) severe problems in the mranagement of vital programs 

and projects; and (vi) the pursuit of import substitution policies tha. 

favored industry at the expense of agriculture. 

Recognizing that between half and thre, fourths oE all additions to 

the labor force '<Ld have La find agricultural jobs, the report concluded 

thit "the major constraLots co achievin, this are economic and policy related 

rather than technical and alto-omic" ip. xvii). The priority areas for policy 

reform were identified as being liberalization of the grain market and the 

issue of land titLing, both of which were later to become conditions for 

structural adjustment lending. 

The 1982 BER also spelled out a number of ways to raise employment 

and output. If left unclear, however, to what extent Kenya's growth had been
 

constrained hy aeak policies (as stated in the main body of the report), or
 

limited by a whole range of technical factors (as suggested in the annex on
 

agriculture). The Report also gave little indication of an appropriate
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timeframe for dealing with the policy and 
technical problems outlined in the
 

annex, thus 
leaving undefined the issue of optimum sequencing and phasing of
 

proposed policy and tecnnological reforms.
 

A comparison between the 
main rsouo- and the annex on agriculture
 

aptly illustrates the conflict betwee principles and practice in the Kenyan
 

context. The main text's recommendations for revitalizing the agricultural
 

sector 
included " expanding the supply of agricultural-land through irrigation,
 

drainage, clearin 
 of forest or dryland farming, switching cropping patterns
 

to high value, high labor input crops such as 
tea and coffee, or intensifying
 

land use through better farming practices and land redistrimttIon" (p. xvii).
 

- The annex, however, spelled out some of the formidable technical
 

constraints involved in 
these and other proposed sources of additional output
 

and employment. First, it expressed "skepticism about irriPtlon due 
to its
 

high cost (by 
then the $25,000 per ha crsts of rhe Bank financed Bura had made
 

irrigation questionable -- see discussion of this in Part /) and tLhe
 

"technical 
 d economic problems in some irrigation schemes" (p. 348).
 

Second, on the drainage of valley bottoms, which the main report 
recommended
 

as being cheaper than irrigatiop, 
the annex pointed out the externalities of
 

drainage development, thi need for a strong government 
role in its
 

organization and the difficulties of apportioning the 
costs and benefits in
 

view of the "little experience with drainage proects in Kenya" (p. 350). The
 

latter concern was an implicit admission that establishing government capacity
 

for planning and undertaking valley bottoms development would entail 
a long
 

term effort though this was not explicitly acknowledged in the report.
 

Third, n the clearin_ of forest for crop development, especially for 

the expansion of tea, the annex noted "its highly controversial nature because
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of its unknown ecological effects" (p. 350). In the specific case of tea, the
 

main report said that the poterrial tor tea expansi-on was limited. (The
 

reasons were not spelled out but presumably centered on the Bank's long­

standing concern with international market prospects). The annex observed 

however that "ii, is claimed, 400,000 ha. of high potential (forest) land 

could be safely cleared, A would provide 800,000 jobs and KE200,000 million 

of gross output. In practice of course, it is highly-unlikely that this 

amount of lard could be planued tuo toa' (p. 351). The annex did not specify 

whether future deve l [pment was expec:ed .u be impeded by the limited 

international market prospects, inadequate local planning and implementing 

capacity, competition from other crops, ecological proble!,s associated with 

forest clearing, he loss of wildlife and tourist pocWtial --.or a 

combination of several or all of these factors; the annex simply concluded 

that "There is little doubt ... that converting rorest o permanent crop land 

could significantly increase output and employment. But as long as
 

environmental effects ... remain unclear ... extensive clearing of forest
 

cannot be permitted" (p. 351).
 

The question of whether tea production should be expanded is
 

currently an important policy issue in Kenya. The Bank's position on this all
 

important issue is not clear, in its 1986 Sessional Paper the government 

adopted a policy of expanding tea and coffee production -- a policy that it 

pursued with much success in the i970s. Consistent with the policy it adopted 

in 1972, the Bank has continued to recommend diversification out of tea and 

coffee on grounds of l imi ted world markets. On the other hand, at the 

operational ive the Bank is c'rrenttv actively pa,-ticipating in a review of 

the coffee subsector. In the case of tea, however, it has YWL to address many
 

of the technical problems of tea expansion associated with the reduction of
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the forest land that were set forth in 
the 1953 BER. The Bank also continues
 

to be against providing financing for expansion of 
tea and coffee production.
 

Fourth, on the semiarid and arid ecological zones, the annex stressed
 

their limited forming potent ial "contrnry to the widespread perception that 

dryland farming could provide income and employment to much of Kenya's growing 

population" (p. 351). It also 
noted the effects of intensification on "the
 

fragile environment of many marginal areas, 
nigh risks and limited land
 

potential and the impact of their development through migration of population
 

from high potential areas on the traditional pasLorilism". It is noteworthy,
 

however, that the Bank has 
little basis for making reconmendations to the 

government on the important issue of land utilization in a lcng term 

context. The Bank's project lending has dealt with the problems of semi-arid
 

areas mainly by investing in area development projects, with relatively
 

limited success (i.e., Baringo and Narok). Few systematic, in-depth studies
 

of land tenure or soil degradation have been undertaken, especially studies
 

that investigate migratory patterns, the nature of land markets and the
 

factors affecting them, ethnic factors affecting land access, etc.
 

Fifth, as regards the high potential areas, the annex to the 1983 BER 

recognized the tremendos potential for shlk:ing cropping patterns to high 

value labor inte.sive crops -- an issue, incidentally, that was not related in 

the BER to growing land pressures in semi-arid aroas --- bnt the annex observed 

that the "most imoortant limitation on changing cropping patterns is the neea
 

to fit into the farming syscn -- as peak seasonal labor requirements ...
 

constrain production of some high value crops, (there are) high risks in
 

complete specialization for low income small farmers due to weather and price
 

induced risks, and (there is) the high degree of variability in the optimal
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crop mix by farm size and region ... finally the supporting seCL'vices are
 

inadequate" (p. 360).-I1
 

The contrasts drawn above between the general policy recommendations
 

text thc -.
in the main of 1982 BER and the technical nd sociopolitical problems
 

identified in its annex on agricu'.cure illustrate the dichotomy betwen the
 

desirable and th2 feasible, o planning and implemerntation, that runs like a
 

fault line through the structure of the BankiKanya relationship. Problems
 

as=.,uiated with the interaction of economic policy with technical and
 

institutional issues have persistently plagued the Bank's agricultural policy
 

dialogue with Kenya and its project portfolio. Thus, the failure to Lranslate
 

the general principles of policy into practical implementation mechanisms or
 

to define a time horizon in which policy objectives could 'e realistically
 

achieved has limited the Bank's success.
 

5. Interaction of Poverty with Growth
 

The attention devoted to rhe poverty issue has been far greater in
 

the Bank's economic and sector work on Kenya than on Malawi although the
 

problem of poverty is quite serious in Malawi due to the dualistic nature of
 

the government's policies. Tn its project lending in Malawi in the 1970s,
 

however, the Bank primarily financed smallholder projects designed to
 

alleviate poverty. While several of: the Bank-financed projects in Kenya (Bura
 

I/ In spite of the impressive growth of smallholder tea and coffee,
 
smaliholder yLelds -ange from half to two-thirds of those on estates -­
a phenomenon also fcund in Mabawi that appears ro result from the
 
difficulty faced by small farmers in mon)ilizn, additional labor. This 
constrai(nt could have profound significance for Kenya's long term policy 
towarcis access to high potenc ial land. 
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Irrigation, South Nyanza Sugar. AFC Credit, etc.) also 
were direct attempts at
 

poverty alleviation, thy benefitted relatively few of 
the poor. This wns
 

either because f the capital intensity t toneso projects or because some, 

such as the earAer AFC credit projects, excluded farmers with small holdings 

from eligibility altogether.
 

The BER's analysis of rural poverty contained a number of new
 

insights but few clear policy conclusions ot immediate relevance were drawn
 

from these insights. Also there was little examination of the implications of 

the BER's findings for the Bank's already substantial program of lending to
 

agriculture.
 

Using data from the Central Bureau of Statistics' Integrated Rural
 

Surveys, the report argued that, contrary to 
the general concern about
 

employment and income distribution (based 
on assumed structural rigidities and
 

poor intersectoral linkages), the proportion of Kenya's population below the
 

poverty line had fallen between the early I960s and the rnid-1970s, although 

population growth had increased the absolute number of the poor. The poorest 

40% on average experienced no gains whereas most o the gains had accrued to
 

the 60% of smallholders with the nighest incomes. Further, adoption of cash 

crops was highly concentrated both among and within regitns. Smaliholder 

poverty was thus closely related to the eve! of innovation (as rnea3ured by 

adopt)on of cash crops, hybrid maine, improved 1i vestock, and use of purchased 

inputs). Nonfarm income earning copportunities were, however, fairly 

widespread with only about 20% of households not enjoying nonfarm income or
 

substantial salins of food.
 

The report's novel contribution related to the exam.nation of
 

intersectoral linkages in explaining these observed changes. Contr.ary to the
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general view of agriculture as the engine of overall economic growth -- and 

also in contrast to the themes of the 1973 BER -- the 1982 BER argued that
 

nonfarm income greatly influcnced smalholder income.IP Di fferences in 

innovation and the use of purchased inouts were said to be related to 

availability of finance from nonfarm income and loans.-/ The availability of 

loans was in turn seen as being closely related to 0h<o availability of nonfarm 

income, influencing both the ability and the wilLingfess of smalLholders to 

borrow. Finally, variations in nonfarm inoume depended on differences in the 

urban-based component of that income, which was in turn related Lo education.
 

One major (and presumably long-term) policy iimplication of this 

analysis stressed by the BER was the need to provide more formal sector, urban
 

jobs for poorer sma~lholders, so as to facilitate rural innovation; wider
 

access to education was also recommended. Given the Bank's criticism of
 

Kenya's weak urban industrial policies, however, it is naveworthy that the BER
 

had relatively little to say about the immediate operational policy 

implications of this analysis for agricIturaL pol.icy. For instance, while it 

stressed the importance of finance as an explanation of agriculturaL 

innovation, the role of agricultural credit in alleviating poverty was not 

I/ 	 Remittances from family members, earnings in urban employment or wages 
earned working for other agricultural enterprises together constituted 
three forths as large a source oA income for the average smallhoLder as 
farm operating surplus and constituted 40Z of household income. 

2/ 	 If the average poor 9nalIholder were lo increaie hi3 purchased firI 
inputs to-the, Level of the mern for all smallholders out of direzt 
income, the financial burden ,-uod require a reduction in household 
consumption of 25Z (pp. 46-47). 

http:income.IP
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mentioned -- even 
though the Bank had been actively invol-ed in four self­

contained agriculture credit projects and seven other prcjects involving
 

credit and had achieved little success in reachim; lower inome farmers.
 

Also, the report clearly doiumented th . lower average incumes in Western and 

Nyanza Provinces compared to 
Central Province, but drew no policy conclusions
 

about the former regions' differential potential for agricultural innovation
 

nor implicaticns for the development of suilable agricultural technology even
 

though sugar and cotton, two ot the most important crops in Western Kenya, are 

both crops with major technological problems in hich research and 

agricultural services had been weak (facts that 
the Bank was aware as a result
 

of its project Lending experience). Thus the practical implications of this
 

analysis for doing things differently were ioc made clear. 

In line with the spirit of the report, general recommendations were
 

made for raising agricultural prices and changing the of
terms trade between
 

agriculture and industry (through removal of pvotcuctive QRs and uniform
 

tariffs), although which c'ops and regions would beneiit, what magnitude of
 

price increases was 
required and how poverty wold be alleviated were not made
 

explicit. This 
lack of specificity in the Pank's rocommendations in terms of
 

particular policy and investment implications, in:luding whom they might
 

benefit in what time horizon, has been a continuous problem.
 

The report assumed the policy issues involved in the growth/equity
 

debate had been settled in favor of distributing land to smallholders. It
 

used regression analysis to indicate that 
"both output and employment per ha
 

are closely linked to size of 
holding keeping soil quality constant." One
 

implication of this analysis is 
that rural Labor markets do not function well
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because of intrarural structural rigidities in contrast to rural/urban
 

/
flows.
 

Other recommenlations for revitalizing the agricultural sector
 

included prevenring Lan( concentration, encouraging subdivision, imposin, a 

ceiling on ho1d.ing siIe, a capital gains nax, restricting borrowing no 

discou-agn land purchases, raising interest rates and red stribut xon of large 

farms. A project was to be prepared to "accelerate the regularization and 

rationa.izacion of individual holdings on informally subdivided large farms" 

(p. 101). As we shall show later, however, in practice rural LUbor markets 

have been easier to organize for large est atan :han for smaltiholders in the 

important cases of Lea and coffee, dnd much greater intensification has been 

possible on estates than in smallholder production. 

6. Recommendations of the 1986 Agricultural Sector Report
 

The issues identified in the 1986 Agricultural Sector Report were in 

substance quite similar to many ol those d;cussed in earlier reports. One 

important exception was a new stress on inc-ening and improving input use (on 

which original work was done involving field inv.'en:igat ons of input pricing 

and distribution policies). Many very useful reconrnendations were made. The 

Bank's increased awareness Iof.nya's 1.imited planning, an- is:pLenienting 

capacity was also reflect-d in he sector report. Othe:wise, its subsectoral 

components en senLially summarized information that already exi. sted in Kenya ,or 

that was drawn from the Bank's project implementation experience. However, a 

I/ 	 We indicate in Part V how these rigidities have influenced the supply of
 
labor for tea, coffee and other crops.
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large number of constraints were considered to be "key". The :eport conveyed
 

little sense Qf prioritiew that the government should foc, on (this was also 

a majo: prublem in the Bank's Lending to Kenyan agriculture in the 1970s). 

Proposed individual inve tmemtts w re vieed as a "window cf oppertun Uy" 

rather than as integral components of an overall strategy involving sequencing
 

and phasing of the most important investments and elimination of those of
 

lesser priority.
 

Although the changes the Bank has proposed in 
Kenyan agricultural
 

policies and 
practices have generally been sectoraLly based (focussing on
 

maize pricing, land policy, agricultural planning and budgeting, etc.), in the
 

1980s it has tended to look to the exchange rate policy for the desired
 

realignmont of inter - (and i&Lra) sectoral incentives (e.g., see Annex to the 

CPP and CEM initiating Memorandum of April 1985). Kenya's management of the
 

exchange rate has, however, not been bad from a macroeconomic standpoint (see
 

Figure 3 in Part 1) and has received a stamp of approval from the 
IMF.
 

Two other weaknesses of the Bank's economic and sector work are 
worth
 

highlighting in conclusion, 
 First, there has been a relatively poor link 

between the Bank's examination of agricultural development concerns and its 

examination of other sectors, especially educanioni and infrasLructure, in 

light of their relationship to the development of agriculture. This narrow 

focus has tended to result in translating priority to agriculture into lendi-ng
 

for agricultural projects, even though the lack of absorptive capacity in
 

agriculture has been recognized as a problem (this has been an even 
more
 

serious problem in Tanzania where both infrastructure and education are major
 

constraints). Second, analysis of the industrial sector has generally
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excluded the problems of agro-ba,,ed industry, i.e., sugar, textiles, etc., and
 

follows almost textbook recommendations on liberalization with relatively
 

little attentionr, the fact that at least some of Kenya's inefficient
 

industries, (e.g., sugar processing ind cotton ginning) have been supported by
 

the 	Bank's project lending.
 

The Rank's current agricultaral strategy in Kenya represents a
 

substantial improvement in addressing the above weaknesses, although it is
 

perhaps not as filly articulated, nor considered in a long term and broad
 

context, as it night be. The strategy involves emphasis on agricultural
 

research, extensicn, credit and devfloping the planning and budgetting
 

capacity of the Ministry of Agriculture. The Bank has also begun to formulate
 

a uumber of pilot operations. Hopefully lending pressures will not, as has
 

been the case in the past, lead to premature expansion of and increased
 

funding for these pilot operations before their potential is adequately
 

testeu.
 

C. 	Policy Advice to Tanzania
 

1. 	The 1974 Agricultural Sector Report
 

The most striking difference in the Bank's treatment of agricultural
 

issues in Tanzania and Konfa has been he general neglect of factors which
 

promote intensification (i.e., the shift from Low to high value crops) and the
 

lack of awareness of the extent to which a variety of agricultural policies
 

oursued by the Tanzanian government vdiscussed in Part I) were causing
 

retrogression in the agricultural sector.
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Althougn the Tanzanian agricultural sector and economy had done well 

in the 1960s, by 1960 Tanzania had begun to experience a rrade deficit. Only 

tea and tobacco were showing (mild1) grownh. By L972 the 3ank observed thaL 

overall growth was clearly sluggish and uneven and ,itrtibuted this t least 

partly to domestic policies in addition to the effects cf poor rainfail and 

world prices. By 
1974 the oil price shock and a drought had bought on the
 

first of the two severe economic crises Tanzania 
was Yo encounter in the 

1970s. 

The 1974 Agricultural Sector Report (ASR) was a benchmark in the 

Bank's analysis of the sector in terms of tho correctness of its diagnosis of 

Tanzania's problems. Observing that there had been regative growth, the
 

report concluded that the country faced 
 critical production problems and 

recommended a sequential (as opposed to integrated), production oriented 

approach with top priority to 
be accorded to those investments that would have
 

an immediate production impact. T>w report observed that t.he governments' 

equity objectives were being achieved at substantial cost in terms of 

growth. It stressed the importance of feeder roadn for crop production, 

laying stress on road maintenance, and decried the redoced private activity 

observed in the transportation sector. It recoammended establishment of a
 

transport authority to 
plan and coordinate road maintenance and transportation
 

development.
 

On agricultural technology, the 
report based its argument on the
 

assumption that 
farmers '.uld first adopt improved technologies (use of modern
 

inputs) and that 
improved husbandry would then follow, a phenomenon observed 

in much of North America, Europe and Asia. This approach was contrary to that
 

followed in the Bank's National Maize Project approved in 
1974, which focused
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first 	on improving husbandry through an emphasis on extension to be followed
 

by making increased amounts of inputs available to farmers.-/
 

ine report supported te pragmatic recommendation of a 1969 (Krisel)
 

expert committee not to overwhelm cooperatives 4ith increased funding. It
 

also argued against their rapid expan3ion.
 

Although Tanzania had abunda;it land, recognizing that areas of land
 

pressure oxsed 7he report recommerded promotion of-voluntary resettlement 

through investwen: in infrastructure in less populated, high poLential areas
 

as the way to relieve Land pressure. It also stressed the advesse effects of
 

villagization on producer incentives and soil fertility.
 

Adoption ot the Bank's 1974 ASR recommendations by the government
 

would have entailed a complete reorientation of the Tanzan,an development 

strategy. When presenting the report to the government, the Bank was cautious 

not to raise basic questions of a change in strategy out of concern for 

Tanzania's national sovereignty,
 

Indee,, in compliance with of the tenor of the 1q73 McNamara speech
 

and contrary to the findings of the Agricultural Sector Report, as well as
 

that of the study referred to earlier on the design of 20 agricultural and
 

rural development projects, the Bank had at this time already begun to help in
 

the preparation of the Kigoma Integrated Rural Development Projezt. This
 

I/ 	 This philosophy of emphasizing improvements in husbandry underlies T & V
 
projects. Important untested hypotheses in the case of Africa concern
 
the extent to which improvd husbandry will by itself increase yields
 
without major technological change and whether the returns to labor use
 
provide adequate incentives for farmers to improve husbandry relative to
 
the returns to labor in other pursuits.
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project had been first menticned in the Economic Report of 197?2 as a way of
 

tackling rural poverty through a multisectoral area based approach.
 

The ASR, it should be recalled, explicitly criticized the
 

government's Lack of iocus on prcduct Lvity gains and high potential areas. To 

capitalize on such productivity gains, the ASR had recommended a National
 

Maize Project in aress of high potential to be followed ty The National
 

Agricultural Development Program (NALL'). The National Maize Project approved
 

by 	the Bank in 1975, however, did no- give priority to high potential areas 

as, 	for political reasons, the government wi.shed to spread coverage throughout
 

the 	country. ALso te government's policy of decentralization of the
 

administration had greatly undermined the ability of the Ministry of
 

Agriculture to implement "national" projects in th3 regions because its
 

technical staff reported to the Prime Minister's office. The NADP concept was
 

subsequently abandoned by 
the Bank as a consequence of this decentralization
 

approach. instead preparation was begun of rural development projects in
 

Mwanza/Shinyanq 
 and Tabora. The Bank' s tendency to give in to Tanzania's
 

political wishes was by then thus well established.
 

2. 	The 1977 Basic Economic Report
 

The 1977 Basic Economic report did not continue the tale of woes
 

found in earlier reports. Indeed, despite agriculture's importance, the
 

report did not contain any major new analysis of the agricultural sector. An
 

annex, did, however, contain a very good synthesis of the existing knowledge
 

on Tanzanian agriculture,
 

Ci-en the small amount of attention to the agricultural sector in the
 

BER it, is no wonder that the main body of the report lacked any treatment of
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the strategic interaction between agriculture and macroeconomic development.
 

For instance, the report coqsidared the gov:arnmen's commitment to the idea of
 

vi~liagizaton a fait accoMp~r dad atL.emi:te.d to fous on how to mak.e it work in 

practice. in the main report villagization was described as an important
 

instrument to redress rural poverty in 1.ighc of Tanzanian pol.icymalers' views 

on the unwelcome trends of socloe:onomic and of5iffe.entixtion neglect 

brnadba.ed rural developmeni.. Recognizing the problems of poor siting and 

overcrowding of villages, it recommended "satellite vill ages" but did not give
 

an indication of what mechanisms might oe used to establish them. Finally, 

the report ctA.d Tanzania's dcmonstrd.Lc structural commitment to rural 

development as an indication of its hr ight future, whi e at the same time 

pointing out the great risks involved in a villagizaLion program that was to
 

depend for its success on undefined modern methods of cultivation rather than
 

proven traditional ones.
 

3. Critical Issues of the 1970s
 

a. Equity versus Growth
 

It is evident Srom the above discussion that the Bank's economic
 

reports in the 1970s were cautious not to challenge the means by which the
 

government's equiuy objectives were being pursued or the extent to which
 

equity objectives should be pursued at the cost of growth. For instance the 

1974 Agricukt-ucal Sectcr Report had included a detailed discussion of the 

negative effect.o on efficiency of the "pan-territorial pricing" policy of the 

government whereas the 1977 Basic Economic tport simply observed that 

existing price policy was considered important by the government to alleviate
 

rural poverty and suggested that considerations of increasing agricultural
 

http:dcmonstrd.Lc
http:brnadba.ed
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output were secondary. Similarly, while the 1974 report supF'.,rLed the "model
 

farmer" approach, the 1977 Economic report accepted the government's stance
 

that differential access to extension in the 19bOs had fostered inequity.
 

b. Public Versus Private Sector
 

On the role of the private and public sector, except for the case of
 

private transport referred to earlier, the generally critical 
1974
 

Agricultural Sector Report did not 
suggest any scaling down of parastatal 

activities; thii in contrast to the more critical stance taken by the Bank in 

Kenya where it reccmmended liberalization of the grain trade as early,, as the 

1973 Agricultural Sector Report, with cepeated calls for this in subsequent 

economic reports. While the 1977 BE[R pointed out the need to increase
 

competition and noteo The government's 1976 policy of closing down private 

shops under "Operatior Maduka", it did not make any negative comments about 

this policy. A1so it noted that the goverpment had abolished cooperative 

societies and unions as a way of holding down costs and that this had not been 

efficient. But it merely observed that if greater efficiency was not
 

achieved, either a devaluation or subsidization of parastatals would perhaps
 

be necessary. Only to
in 1931 did a CEM for the first time suggest the need 

improve the efficiency of parastatals through management contracts and cutting 

down the range of parastaLal operations. The 1983 Agricultural Sectcr report 

then explored this issue more explicitly. 

c. Large Scale Agriculture
 

There was relatively little questioning in the Bank's reports of the
 

government's treatment of large scale estates even though private estates were
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being nationalized and public ones had begun to proliferate in the 1970s. The
 

Bank did, however, observe that state farms would be highly dependent on
 

trained manpower, ,1hich Tanzania did not have, and that expatriate management
 

would be needed.
 

There was no treatmenc of the .ifferential productivity of the
 

private and public sector estates (e.g., in sisal and coffee). The 1983
 

Agricultural Report highlignted the greater productivity of The private sector
 

despite the discri;,inatory treatment it had received in the 1970s. It 

stressed that export crop production was stagnating, as opposed to declining
 

largely because private estates had maintained or increased their production
 

even as smallholders and public sector §arns retrenched into subsistence.
 

d. Weather
 

Weather had been a major cause of fluctuations in food supplies and 

food insecurity but was given little attention in the Bank's analysis of the 

maize issue (as was also true Lor Kenya). The Bank placed great reliance en 

rainfed agriculture and c.eirlv came out against large scale ir:Iation though 

the government had atcached pI'ioritv to the latter in order to achieve food 

security. The 1974 ASP' had icintified the need for exploitation of high 

potential areas of assured rainfall. The 1983 ASR articulated this need even 

more strongly Dy idertLify ing the Southern Highlands as an important potential 

area in which to sItabIlize production. The Bank, however, in general did not 

take up such long term strategic questions concerning how the government might 

meet its concern about food securicy at lower costs than were implicit in the 

government's irrigation proposals.
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e. 	World Commodity Marketn
 

Most eccnomic reports in the 1970's took the view that 
Tanzania could
 

live with commodity price fluctuations and could compete provided it paid
 

attention to the quality of its produce (the 
latter had a.read,' begun to
 

surface as a major probiem by the mid-19/0's especially with respect to
 

exports). Toward this end, 
the Bank's tobacco processing .wid handling
 

projects were directed at imprcr,.ing robacco quality. Y/
 

The 1972 Economic Report took a highly pessimistic view of the world 

market.2/ Sisal and coffee were particularvly singled out as commodities with
 

poor prospects. The Bank recommended i program of diversification of sisal 

estates. Roughly 25% of the investments by the Tanzania Sisal Authority (a 

public sector parastatal) in the 1970's went into dairy farming, an activity
 

which the Bank alo financed (with disastrous effects). By the end of the
 

1970s the public sector sisal estates had bee-n run down and a single
 

multinational private company 
iad become a major source ot sisal exports from
 

Tanzania.
 

The Bank was similarly highly pessimistic about the prospects for
 

coffee, Tanzania's most important crop. Although non-quota markets had
 

already become an increasingly important 
source of sales for Tanzanian coffee,
 

the Bank did not explore their potential. The Bank also refused to finance
 

investments in coffee due to its 1972 policy referred tc earlier. (The EEC
 

I/ However, they focussed mainly on 
the marketing sector and overlooked the
 
problems posed by poor handling of tooacco at one farm level.
 

2/ Note that this was the period when the Bank adouted a policy of not
 
promoting expansior. of tea and coffee productior.. Also world sisal 
prices had been unfavorable since 1969.
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did finance the establishment of coffee in Southern Tanzania through a coffee
 

improvement program). Tanzania has, ho-w.ever, mostly neglected its coffee 

export potential by adoption of a number of discriminatory policies discussed 

in Part 1. As a resuLt o- its Lack of invoLvement in the coffee sector, the 

Bank had relatively little knowledge of this most important sector until 1982
 

when investigations for the 1983 Agricultural Sector Report were undertaken.
 

Market prospects for cashews were also considered by the Bank to be
 

poor. India had earlier been Tanzaria's major buyer of raw cashewt and 

Tanzania experienced considerable difficulty when the cashe-, trade was taken
 

over b, the Stare Trading Corporation of India in the late 1960s. The Bank
 

argued that Tanzania's prospects would improve if furthC processing wos 

undertaken. This led to the financing of two cashew processing projects.
 

However, both suffered negative 
rates of return due to lack of adequate 

throughput caused by, among other things, laborers' increased walking distance 

to cashew groves as a result of villagization. The decline in Tanzania's 

cashew exports was so sharp that in the early 1980s India Was offering 

Tanzania higher prices for raw cashews than those it received for processed
 

ca:hews.
 

f. Industrial Policy
 

As we documented in Part I, the government's Basic Industrial Policy 

(BIS) was in strong competition with agriculture for budgetary resources and 

policy attention. ofv.ever, the i77 3asic Economic Report s recommendations 

were couched mairl.y in terms of the need For a pradua! tran:i Lion to the 

31S. The Bank's Lack of opposition to this policy is surprising but seems 

once again to have been a result of the Bank's concern with respecting 
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"Tanzanian sovereignty". Indeed, we will show later that Tnzania is the only
 

countny in the sample of MADIA countries in which the Bank's lending for
 

industi:j represented the highest proportion of total lending compared to other
 

sectors. 
 The Bank thus reinforced rather than counteracted Tanzania's
 

premature pursuit of industrialization.
 

4. New Policy Emphases of the 1980s
 

The sharp deterioration in Tanzania's macroeconomic situation
 

following the coffee boom and decline 
in Tanzania's basic infrastructure 

resulting from a balance of payments cr.sis -- Tanzania's second economic 

crisis of the 1970s -- combined with the difficulties of project 

implementacian in the late 1970s led the Bank to 
approve a balance of pa'ments 

export rehabititation credit in 198l. Providi:g fornign exchairge was, 

however, clearly not enough to address Tanzania's fundamental economic 

problems. in March 1982 the Bank recomjnended that the government develop a 

major program of structural adJt.ment and financed an advisory group to help 

Government produce such a program. it also proceeded to prepare an 

agricultural sector report as a possible input to the government's structural 

adjustment program. This effort drew on the experience of the Bank's Projects
 

and other in-house staff.
 

The 1983 Sector Report argued that Tanzanian policy needed to be
 

reoriented away 
from an excessive fo. on equity and government control 

toward a focus on growth to be achieved through increased private initiatives 

and institutional pluralism. The ASK made 39 specific recommendations for the
 

short and long term. The short term recommendations fell into three broad
 

categories: (i) the need for adjustments in Tanzania's exchange 
rate and in
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producer and consumer prices; (ii) the need to improve the institutional
 

framework for agricultu-e by reducing the role of the public sector; and
 

(iii) the need to increase the snare of foreign exchange resources joing to 

agriculture by correcting the imbalance her.een agr lcdt::re and industry as 

well as correcting the imbalance in the allocation of budgetary resources 

between p'oductive aid social services in the rural sector. 

We poinited out earlier that a problem with Bank reports has been the
 

lack of consistency in strategies from year to year, this being determined 
to 

a large extent by the predilections f the staff involved in preparing 

individual reporrs, in keeping w1h the pattern of the .970s and contrary to 

the 1983 Agricultural Sector Economic Report's focus, the Bank's 1984 Economic
 

Report diluted the messages of the 1983 Agricultaral Sector Report by focusing
 

more on external shocks, the decapitalization of agriculture and Tanzania's
 

lack of resources rather than on the need for a r.ajor restructuring of the
 

economy that could benefit agriculture.
 

The greatest bottleneck to reform has been the lack of willingness of
 

the government to adjust an excessively overvalued exchange rate. The
 

government, however, did begin in the mid-1980s to allocate more foreign
 

exchange to agriculture, expanded the foreign exchange retention scheme that
 

had been introduced under the Bank's export rehabilitation credit, and, as an
 

incentive to exporters, raised a number of producer and consumer prices. It
 

liberalized the grain market in 1984/85 to some extent by increasing the
 

amount of maize that could be moved on private account across administrative
 

boundaries to 450 kgs. (5 bags), and began to bring the budget more under
 

control (although this was made difficult by the lack of adequate adjustment
 

in the exchange rate). Almost all donors had by this time shifted their
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assistance away from projects 
in favor of import support. However, the Bank
 

did not approve any agricultural projects after 
1982 because it considered
 

these reforms inadequate in the absence of an 
exchange rate adjustmen. 

In June 1986 the govornmenr mad a rolat ively major adjustmcnit in the 

exchange rate devaluing the Skilling o 40 to the LIS dollar and airceng to
 

eliminate overvaluation by 1988. This action by 
 the government has been
 

perceived in the donor 
 community as a major new commitment to reform. The
 

Bank approved a multisector Rehabilitation Credit in November 
 1986 involving a 

commitment of US$ 
50 	million from IDA and US 46.2 million from the 
Special
 

African Facility.
 

2arlier balance of payments support by the Bank is now to 
be followed
 

up by a series of Bank project loans in much the same 
way that Malawi has
 

received fertilizer supply and agricultural research loans in conjunction with
 

its 	SALs. However, the road to agricultural reform is likely to be more
 

difficult in Tanzania than in 
Malawi. For instance, unlike in Malawi, the
 

recent attempt by the Bank to appraise in input supply project (undertaken 

jointly with IFAD), stalLed because of govericent disagreement ,n p','oposals 

concerning responsibility for impcrting inputs as wel[ as for their internal
 

distribution (currently restricted 
to a few prastatals), It is therefore not
 

clear at this stage to 
what extent the government is willing to make the
 

changes needed to bring about the resuscitation of a greatly rundown
 

economy.
 

D. 	Policy Advice to Malawi
 

1. 	The 1960s
 

The Bank's initial rhetoric on 
Malawi indicated that the smallholder
 

sector was the key to the development of the rest 
of 	the economy. Yet this
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view was not reflected in wconomic analysis and sector reports unlkI 1973.
 

Malawi's low savings rate and balane of payments deficit appear to have led 

the Bank in is eariy. analysisS to cuts ma y', on tno s. Lw macroeconom ic 

indicators in judging Malawi's performance. Reports 1n the 1960s gave Malawi 

high marks for its GDP growth, investments and savings, and its effort at 

reducing its dependence on UK budgetary support. A shortage of skilled 

manpower was observed to be a constraint to developmeft in the reports of 1967 

and irn 1972 -- and Lne Bank's 1973 Economic Report argued for the need for 

increased investment in education and training'. However, from our earlier 

discussion of Malawi's policies and performance in Part I, it is evident that 

this advice did not influence Malawi's overall allocation to education,
 

(although the Bank provided greater support to this sector than in other
 

countries -- see Secton V.A).
 

2. The 1970s
 

The Bank's economic and sector reports of the 1970's clearly indicate
 

that the Bank was aware of the dualistic nature of Malawi's agricultural
 

sector and the extent to which there was competition rather than
 

complementarity in resource use among the two sectors. However, as in the
 

case of Tanzania, the Bank confined Ate,lf to reporting on government 

policies. Based cn its exchange rate and trade regine, Malawi was 

characterized as a capitaliot, private enterpui've economy. Government was 

viewed as generally non-interventionist and as providing a domestic framework
 

conducive to growth.
 

1/ 	 However, as in Kenya and Tanzania, subsequent Bank-funded integrated
 
projects such as the Lilongwe Land Development Program were highly
 
dependent on lots of trained manpower.
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The 19/3 Agricultural Sector Review recognized that the smalLhoLder
 

sector represented an important source of financial capital for the estate
 

sector as a result of the government's pricin, and investment policies. The
 

report noted that the marketing boar, ADMARC, and its predl.,e ;sor (FMB) nad
 

made substantial profits on crop trading in the early seventies (a total of
 

MK14.7 million between the years 1969/70 and 1972/73). It was also noted that
 

the corporation had made a number of investments unrelated to 
smallholder
 

production. Soma of these investments were not profitaole and the 
report
 

indicated that these had been written off. These observations
 

notwithstanding, the constraints to smalLhoLder agricultural development were
 

characterized almost exclusively in terms of lack of credit, trained manpowr
 

and marketing outlets. Integrated projects were 
seen as a way of removing
 

these constraints.
 

The conflict between estate and smallholder development was most
 

clearly articulated in the 1975 Country Economic Memorandum:
 

Two lines of agriculru'al ,evelopmenc tr being enootraged by 
Government--for smaLLholders and fo'- estoates--and a difficult 
balance ,will have to be struck .n the next few years. Competition 
for Land in the more densel.y poptat,ed areas is the most apparent 
constraint, which can only he resolved by the development of new 
land or by substantial increases in prcductiviry among
 
smallhoiders Vo t tese lnd for estate development. Comperition
 
between the two types of prnoducers is not restricted .o land, but 
also extends to Land an:d mediurn-term credit, scarce inputs and 
managerial skilis. instittutional constraints in offering credit 
for both estates and snallholders has involved competition for
 
those funds availtable. The advantage in mobiLizing credit has
 
probably been with o estates due to their greaver familiarity
 
with modern b-siness methods. Competition for credit can be seen,
 
in particulay, in the use of ADMARC surpluses to finance estate
 
development. When inputs have been scarce, as in the case of
 
lertilier in the pasL year, the allocation of these inputs also
 
presents a Case wher, the two types of producers have differing
 
interests. 1: the deyree oA ccmpetition between estates and
 
smaLLholders increases in the future, it may be difficult to
 
reconcile expansionary policies for both, and eventually may prove
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necessary to reappraise the excenr to which the interests of 
either group should be traded-off .gainst those of the other 
(para 61). 

By 1978 the Bank.: project work had produced abundant evidence that 

producer pricing was a major constraint to production increases.- However,
 

at this point the idea of the Bank's direct involvement in urging major policy
 

reforms on basic issues such as producer pricing had not yet taken hold.
 

Instead the Bank introduced a clause in the 1978 NRDP. project agro.ment. 

rvqT-i ng consultation with IDA, and setting forth both market-ing and pricing
 

criteria and policies that Covernment was co adopt (agreements that the 

government did no: keep).
 

Because of its lack of involvement io the estate sector, the Bank's
 

understanding of the factors influencing the efficiency of the sector was
 

1/ 	 The audit report of the Karonga Rural Development Prcject (Phase I) 
issued iK 1979 makes the foloving observation: 

Supervision missions raised the issue of ursatisfactc'y producer 
prices on numerous occasions, not onl.y for the Karonga but also 
for the other Malawian rural development projects (Shire, 
Lilongwe ) . In the r d sjcussion with Government officials the 
missions tound that due to the highly policicaL nature of the 
official pci ng policy a high Level dialogue between che 
Governmnn o OfKalaWi. and the Bank would oe required. R'EA 
informed Bank headquar crs accordingLy, ut no action was taken by 
the Bank until recentL. (para 28). 

A similar criticism was made in the audit report of the Lilongwe 
Land Development P':ogiaM (Phn-se .I1), issued in 1981: 

Despite tae efforts of RMEA staff, the Bank made very slow 
progress in co..vincing Government to link operationally its
 
production programs and targets to its price policy. In fact 
since p':ce policy continues to be an issue in othe,- devlopment 
projects in Malawi (on-going or being prepared), it appe.rs 
questionable whther Government is fully con',inced of the 
seriol.sness of the negative effe.ts on development programs of 
unfavorable price polic i.s, and whether the Bank, despire the 
continuous dialogue w-,it h the country, has done all it could to 
assist Government in operationally shifting towards a more 
production-oriented price policy (para 22). 
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limited, This situation did not change until the preparation of an estate
 

sector report in 1979.
 

3. The 1980s
 

It was only in the context of the 1981 Structural Adjustment Loan
 

tha'. 
the Bank became actively involved in examining the interaction of the
 

smallholder sector with the 
rest of the economy. As a consequence, the
 

quality of its analysis improved substantially. The 1981 Agricultural Sector
 

report observed, for instance, that "the single 
most important factor in the
 

phenomenal success of e..tat: 
Lgiculture has been the Government's !low] wage 

policy ... which allowed the estates to lower the unit costs of production for 

each of the crops" (2.02). As indicated in Part 1, while [c'; wage costs have
 

made Malawian estate tobacco production competitive on world markets, the
 

success of the 
estate sector has also depended an continuation in the
 

smallholder sector of 
policies towards pricing, marketing, Land access and
 

rights to grew cartain crops, all of which have together reduced the returns
 

to smallholder labor and increased the supply of labor to the estate sector
 

(at a low minimum -.age).
 

Pricing, which had become a concern well before the first SAL, was
 

taken up in 
the 1981 First Structural Adjustment loan but largely at the 

methodological level. As was the case in Kenya the Bank was not well enough 

prepared co make maij .r proj etCL rectcrnimendoations since it nad undertaken 

relatively Little economic work in this ,ra. Thus in 1931 Cvernment and the 

Bank agreed only on a pricing methodology. 

At around the time of the first SAL the government decided to raise
 

the price of maize sharply so as to avoid the problem of severe drought and
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subsequent food imports experienced in 1979-80. The Bank strongly criticized
 

this decision, a concern that proved to be valid in view c' the maize
 

surpluses tnat stemmed fr;n this action. As a result, the Bank delayed 

releasing the second rranche of the first SAL.
 

The governm, raised prices for export crops in March of 1983,
 

several months before the second SAL was approved. While the issue of
 

incentive pricing has therefore been addressed, the pr'ohibitions on
 

smallholder cultivation do not appear to have been a major issue in the Bank's
 

policy dialogue, despite the Bank's support for increased smallholder tobacco
 

production. For instance, the 1973 A?:icultural Sector Roview had recommended
 

greater smaliholder participation in prod~iction through the promotion of
 

smallholder flue-cured tobacco production schemes. Yet little progress
 

appears to have been made in this area 1/
 

The 1981 Agc:icuLturai Sector Report similarly observed that there 
are
 

no technical reasons why burey should not be grown on customary land 

provided sufficient supervision is given in the initial stages" (6.06).
 

Proposals for the lifting of legal restcictions on smallholder burley
 

production were, however, made contingent on analysis of the world market
 

prospects for hurley. A tobacco study was carried out to examine this
 

issue. The Bank, however, did not push the issue during negotiations, on
 

grounds that restrictions on burley production were being relaxed and that the
 

1/ CDC-Eunded Kasungu Flue-Cured Tobacco Authority efforts had demonstrated
 
some success but were curtailed in 1979-81 due to unprofitability.
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Covernment needed to strictly enforce regulations on prcduction levels as
 

increases in burley production had already led to 
a sharp drop in price, given
 

Malawi's 26% share in the world market.
 

The world market prospectn, however, is not the only factor which has
 

constrained expansion of burley production. Malawian policymakers have argued
 

that scale economies are more Favourable for Largeholder production. Evidence
 

from Kenya on tea, coffee and sugar indicates this :s certainly the case with
 

respect to the financial and organizational costs 
of servicing the smallholder 

agricultural sector. Also yields in the smallholder sector have tended to be
 

lower 	due to labor censtraints. Yet in Tanzania a technological change in the 

curing barns reduced the cost of curing flue-cured tobacco by smai.l farmers
 

and production expanded rapidly in the smaLlholder sector in the 1960's (when
 

government services for tobacco were 
then well organized, as they currently
 

are for smalLholder tea in Kenya). Indeed, as a result of 
their success, the
 

Tanzanian smalholder tobacco schemes were the 
focus of considerable study in
 

the early 1970's./
 

We have documented that tn the Kenyan case, even with the 
relatively
 

impressive organization of smallholder services, increasing yields per ha. 
can
 

be more difficult in the smallholder sector than in estates as a result of the
 

labor intensity of 
crops such as tobacco and tea and the labor constraints
 

faced in the smallholder sector (due to the competing demands of food crop
 

production, the lack of simple labor saving technologies and the lack of cash
 

for payment of laborers). Yet relatively little primary analysis has been
 

I/ 	 See U. Lele, op cit; also M. Wahid, "Production of Burley Tobacco in
 
Tanzania." Paper prepared for MADIA study.
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done to identify the precise factors which could improve smallholder yields,
 

thereby reducing growth/equity tradeofft.
 

The duaiity issue is, however, not only of interest: from the
 

viewpoint of i:ncome or factor productivity differences among the small and 

largeholder sccors but -also becaus. of the di,3parities in asset- distribution 

that it nen raites over ti-Me, and the consequences of th;s maidistribution for 

the pattern oft long term growth. From this viewpoint the Malawian 

governrrent ; practice of licensing of new estaties in the face of considerable 

undetutiliaatLion of estate land is a particularly serious issue. The Bank's 

1985 Land 'oicy Study reinforced the finding of the earlier tobacco study on 

this matter, i.e., less than 20 percent of the land on established flue-cured
 

estates is utilized. Also, licensing of new estates appears to be progressing
 

rapidly even though there is substantial land pressure in the smalLholder
 

sector. There is considerable cause for concern that the traditional system
 

of the rights of chieFs to distribute land in a relatively equitable manner
 

may be breaking down because chere are financial incentives far chiefs to
 

declare land as surplus.
 

The great:est long term effects of duality are therefore likely to
 

occur in the pattern of overall economic growth. In this context the
 

contrasts between Kenya and Malawi. are already striking, Kenya shows signs of
 

much more rapid and broadbased growth in effective demand for goods and
 

services, in the growth of a smallscale entrepreneurial class, and in a
 

pattern of development in, which employment effects can become self­

sustaining.-/ Malawi on the other hand shows all the signs of pursuing
 

I/ 	 As is outlined in Mellor's "new economics of growth" strategy. See
 
Mellor, op cit.
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the bimodal strategy that Johnston has so decried.!/
 

As in the case of the right to grow estate crops, however, the Bank 

has been hesitant to emphasize the land distribution issue despite the 

findings of the Land Policy Study. in cont rast in Kenya the Bank has been 

considerably more vocat on the Land issue for some time... 

Despite the above shortcomings, through rhe SAL process the Bank has 

focused on improving its understanding of some of the most import structural 

constraints to Malawi's agricultural and overall growth including: 

1. 	 The slow growth of smaliholder exports;, Apart from the policy 

constraiars discussed above, rni as -sulted fiom the narrow 

geographical coverage of Bank (and other donor) financed 

agricultural projects, despite their repeated attempt to "spread"
 

services.
 

2. The need for diversification of both smallholder and estate
 

production. The Bank has over time become more keenl.y aware of 

the non-price (technological and goveLnment expenditure pattern) 

issue. that ,io' o thi.; ice. 

3. 	 Distortion3 in welfare bencfits caused by the government's 

resource mcb'lizacion process and expenditure patterns. This has 

led to attention being directed to the questicn of subsidies as 

well as expenditures. We argue that in the case of the fertilizer 

i/ Johnston and Kilby, op tit. 

2/ Though the analysis of 
place has been perhaps 

few recommendations on 

the process by which land alienation is taking 
less systematic than in Malawi, thus prompting 
how government might intervene. 
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subsidy removal, a more careful analysis of the fertilizer price
 

output 	 price ratios in "'alawi combined with the other factors 

would 	have led the Bank to go slower on fertilizer sabsidy removal 

(see Section V.D) 

4. 	 Deteriorar.ion of the financial position ot the parastatals as a 

resulL of the government's ad hoc pricing policies. 

5. 	 Inefficiencies in ADMARC's operations, We argue that the Bank was 

too favorably disposed coward ADMARC for too Long despite the fact 

that ADMARC's policies and operations (i.ncludir-.g its increased 

monopsony role through aboll-I o ot the Ason trade) were not very 

different than those ot its coxiter'alts in Keona and Tanzania. 

6. 	 Failure to vigorously push for privatiz-ition of domestic trade 

especially with respect to the participation of Asia-.q in this
 

process.
 

The Bank's handling of these issues is taken up in Section V.D in
 

connection with the discussion of the Bank's lending program.
 

V. BANK LENDING TO KENYA, MALAWI AND TANZANIA
 

A. Overall Lending Patterns
 

As of the end of fiscal year 1986 the Bank had approved 74 operations
 

in support of agriculture (67 agricultural projects and 7 nonproject loans or
 

credits) i:i the three MADIA countries in East Africa involving a total
 

commitment of $1435 million. Kenya received commitments for 29 operations (of
 

$721 million), Tanzania for 25 operations ($371 million) and Malawi for 20
 

operations ($312.7 million).
 

Table 11.1 shows the number of agricultural projects approved and
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amounts committed by five-year periods for individual MADIA countries. Kenya
 

showed a sharp rise in the volumes connitted after Mr. McNamara's Nairobi's
 

speech in 1973. The number of agricultural projects increasd from 4 to 9 and
 

the amounts increased even more sharpiv from $40.5 million tc $257 million. 

In Tanzania, the number increased from 5 to 11 from 1970-74 to L975-79, and 

amounts doubled from $76 million to $140.70. in Malawi the build up, both in 

amounts and the number of projects, was more gradual. The number of projects 

approved increased to 4 in the 1975-79 period from 3 in 1970-74 with the 

amounts only doubling to $50 million from $24.5 million. in the 1980-86 

period the number of projects approved dec lined in Kenya and 7 and 

6, respectively, but increased in Malawi to 8. Malawij and Kenya received 3 

non-project lending commitment3 each of $220.9 million and $170 million 

respectively while Tanzania received only one of $50 million. l/' 

Table 11.2 shows the intersectoral breakdown cf the cumulative IBRD
 

and IDA lending operations co the three KADI[A cowntrles in relation to total 

commitment:s to the East and West Atfr.ci re,ions . ' The share in total 

commitments for the three East African countries chat went to agriculture and 

rural development was similar to the average for the En:a rn Africa Region and 

met the McNamara guideline of 25% to agriculture almost to the last decimal 

(25% in Kenya, Tanzania and Malawi compared to 24.4% in all of East
 

Africa).-3/ These percentages are noteworthy since such high shares were
 

I/ 	 These figures for Kenya exclude SAL I which had only minimal emphasis on
 
agriculture.
 

2/ 	 Countries are listed by their rpspecLtve regions on p. 52, 

3/ 	 In the West Africa region the commitments to the MADT A countries for 
agriculture and rural development were a far higher 42.9% of the total 
compared to 29.5Z for the region. 
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69.5 
1.8? 

211.4 
I.HI 

32.9? 60.0 
1.31 

251.3 
2,41 

23.M1 129.5 
1.51 

462.7 
2.1? 

28.0? 

GRAM 1 1i 
* 

99. 5 
100.01 

11837.0 
100.0? 

32.?z 4551.7 

!00.0? 

!10540.9 

100.0? 
43.2? B431.1 

0100.0? 

22377.9 
100.01 

37.8? 

Sources: *Wrld lank Annual Report, 1986, and Jones, 1985. 
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World Bank Categorization of African Countries by Region
 

Eastern 


Botswaria 

Burundi 

Comoros 

Djibouti 

Ehiopia 

Kenya 

Lesotho 

Madagascar 

Malawi 

Maurit i.us 

Mozambique 
Rwanda 
Seychelles 
Soma ia 
Sudan 
Swaziland 

Tanzania 

Uganda 

Zaire 

Zambia 

Zimbabwe 


Western
 

Benin 
Burkina Faso 
Cameroon 
Cape Verde 
Central African Republic 
Chad 
Cote d'l.voire 
Equatorial Guinea 
Cambia, The 
Chanal 
CLi l ea 
Cu inea-Bi isau 
Li be r i.a 
Mi 
Mauri tani a 
Niger 
Nigeria 
Sao Tome and Principe 
Senegal 
Sierra Leone 
Togo 
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reached despite poor domestic absorptive capacity, as is documented later in
 

Section V on lending experience.
 

The proportion spent on basic infrastructure in the Eastern Africa
 

MADIA countries was slightly lower than the regional average for Eastern
 

Africa (34.5% compared to 39.7% for the entire Eastern Africa Region). Kenya
 

stands out in terms of the share of total Bank commitments going to basic
 

infrastructure (38.7%) (see Table 11.3). Transport received 20.4% compared to 

13% in Tanzania. it is important to recall that Kenya's better performance in 

the smalLholder sector compared to Tanzania's and Malawi's is partly the 

result of a better developed netwcrk of physical infrast ructure to service 

smallholder agriculture, especially in the high potential tea and coffee 

areas. 

The Bank's commitments to the industrial sector, on the other hand, 

stand out in Tanzania (as high as 20% -- Table 11.3 -- of the total compared 

to 8% in Nigeria and 9% Senegal). This funding obviously helped reinforce Lhe 

government's Basic Industrial Policy. It is noteworthy that both Kenya and 

Malawi, which experienced high agricultural growth, received little Bank
 

financing for industrial development (4.6% of total financing in Kenya and
 

only 8% in Malawi).
 

It is also worth tacaLling that prior to the Nairobi speech the Bank
 

was largely an infrastructure oriented institution. Commitments to
 

infrastructure in all MADIA countries constituted 
54% of the total in the 

1965-69 period and remained at about that level in -he 1970-74 period but took 

a 3harp downturn coincident with the rise of the agricultural and development 

emphasis (Table 11.4). The former's share declined to 23% in 1975-79 and then 

increased again to slightly less than 30% in 1980-86 period. 



Table 11.3
 

OWBINED IRRD AND IDA CUMfUiATIVE LENDING OPERATIONS BY SECTO
 

AS OF JUKE 30, 1786 
(aillions of SUS) 

SECTOR KENYA MALAWI TANZANIA CAMEROON N16ERIA SENEBAL TOTAL 

1.AGRICULTURE AND 
RURAL DEVELO'MENT 483.00 172.69 320.95 375.2b 1444.70 134.62 2931.22 

--­)ptrcentage of total 24.01 26.21 26.1% 37,31 - 50.0% 20.61 34.71 

2.BASIC INFRASTRUCTURE 7,8.45 167.B9 397.40 483.13 611.96 211.21 2650.04 

--­perctntge of total 38.71 25.5% 32.41 4.1 21.21 32.31 31.41 

3. IHUSTRY 
.. .­prc n z eof t{(tal 

92.00 
4.6x 

5.00 
0 .B1 

247.00 
20 .1I1 

;8.00
8,% 

237.00 
8.21 

57.40 
8.01 

656.40 
7 .81 

, OTHER [TFRSTRU[1URF 
- -e >c +t O t i ttAl 

194.30 
9. 

26.00 
3 .9 1 

62.00 
5 .01 

46.00 
4.61 

373.80 
12 .91 

405,0
21 

742.60 
8 .8 1 

5.HUHAN REURCE DCYEL0PxHT 160.17 115.33 b6.90 67.87 126.69 59.51 596.47 

-- )ecito ni~ 8.01 17.51 5.4x 6.8. 4.41 9.11 7.11 

6.NIOIPRC]ECT LENDIHC 27).90 170.00 91.00 0.00 80.00 124.00 744.90 

--­>percentage of tot i 13.71 25.981 7,71 0101 2.81 0.41 8.8% 

7.TECHWICAL ASSISTAICFE 28.00 2.50 39.00 14.0 18.00 27.50 129.50 

o totr! 1.41 0.41 3.21 1.4t 0.61 4.21 1.51 

S R i fI. 2011.82 659.41 1226.25 1004.76 2992.15 654.71 R451.13 

------------------------------------------ - - -- - -

1984 POPULATION( (oijlions) 19.54 6.83 7..35 9.67 96.49 6.38 160.45 

OER CAPITA LENDIN (S/pcrson) 102,.96 %. 2 'i.54 101.76 29.98 i02.6 9 52.67 

Source: jonje (19Z) , 1BUD's 'Statecwnt of Loans' (9/86) 

and ID's 'Statu.ent of Crtdits' (10/86), and 
Oorld Bank nnual Ripot, 196. 



----------------------- 

L[NDiHSPFERA I bLS 	DY SEEIOR I Ilions of US$)KADIA: 1OpL D 	 t0k 


Years 75-19 Fiscal Years 80-86 	 TOIALS
fitscal Years 70-74 Fiscal
------- Fiscal Years 65-69 

Coai taents oEaoiteeots 	 01l965-86)

Coaatzents Coriniteents 

IBRO IDA C1i IED; ;BR IDA COtIBIN-D
EOMBINED IBRO IDA COIBIWED:
IBRD 	 --.. ....--.. - .. ---. --------- --
SEEI f9 IBRD IDA EMiBIeD; IDA : --. - . . .. --. : - -. - ---.. : -- ­.. . --------. -- -- .. -------
........:--------- :-------- --------.:--------- -------- --...
------------------------------.. 


:1.MRICULIIWE AND
 
2131.22
360.90 974.60 1285.80 392.80 1670.60 !?92.40 ?3a.02 


18.io 52.70 71.10 74.50 132.42 206.92 613.70
RURAL DEVELOPlEI 

3.73i; b.,95 	 30.6, 34.681:
11.321 42.331 21.311: 38.591 46.051 41.05! 42.14L 22.041 


o total
Of---)perntae 19',8Z 29.161 2b.061: 

1,9.V 2650.04 1959.90 482.00 14 1. !830.5 
12. 	BASIC 1FRASRUCIUURE 62.70 85,49 145.19 : 403.25 111.00 5b.25 403.00 140.70 543 70 

: ---totalerc eo 68.081. 17.301 54 .3l'] r1.511 35.481 53.1I: 25.341 17.951 22.901: 31.461 27.051 2i.9S 37.9 1 26..?12 31.3611 

6. Co I;~ 600 i8,10 9.00 2-6Q26. 7?.0H J38. 61 256.803 28.20G 2i,]C..' .2U 113. 2l) 656.40 10913. 1WE-U51 Y 
', -,231 2.5 L 2.Q41, 9.52C6.(2 V.771 9i.4,1 1.52 7., 1.V.7l 3.702 7.771 

* ---feruntage 	of total 6.511 0.00 2.20 

0 y5.0, 0(.0 5.00 5.30 0.00 1.30 225.00 3.nl 28B.Of . 3.ss *3.i0 5j6.10 I7 i.1) 742.60 
:4. OTHER INFRASIRLIUPE 


2. i 1 .	 5.70I .7921!.L !(.151
---)percentage of total 5.43i A.uOl i .c'!, 1.26. 2.562 .; 3.,, s, 1..1 01 


,O 	 7!7.90 21. 2.10 3i.01 596.47
 
15. IJiIAH RESOUCE 	DEVELOrtthl 0.0Jw 2.56 42.56 71.30 53.41 i24. 7 27.00 

:2.79? .0"; 7.011 14.192 7.061
12.851: 1.702 .07 .
 
---)percentaqe of total 0.001 23.551 15.601: 10.H!2 17.071 


00 552.0 5C;, .,4.00 74.90 
'6.tlfTh 0 0,002 12.16 0011 £241: 3.,71 1.91 '0'1 25," STK.207, ' 15.331PROJECT LENDI .00 0.00 0.00 90. 0C) C.00 20.00 60.00 i5.00 .0 .. 0 	

5.121 8.8l1: 
---)percentage of total 	 12!6 2.11 3.11i
61 0.0 00 

0000 i R. i,... 0 !6,P0 	 9.9.C- 10.50 129."0.00:7. IECHRICAL ASSISTAVC- 0.C10 0.0 0 0.00 0.00 o, 	 9. 

.32, 0.351 3.604 1.531:27 C71?2 	 0..l 5.72 
---)percentage of total 0.00 i PO.001 0"Ili: 0.001 0.0101 0.001 

I 3.3C 305?.28 8451.13 1
152.0- I 5391.85
i590.50 )73.70 2374.20 3051.00
92.10
TOTALS 	 9 160.75 272.25 1 657.95 3,2.E3 970.78 

I 63.801 36.201


-1 7251 66.?51 '37.791 32.221 1 66.991 33.011 63.131 .71

PERELEIAES 


SOURCEz Adapted frc Jones f 195), and IDAs "Statement of Developeent Credits' 110186) 

and WDI's Stitecent of Loans' (9/86).
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The share devoted to human resource development also declined from 

15.6% in 1965-69 to ailow of 5.78% in 1975-79 (Table 11.4). Thus, basic
 

"public goods", which have important externalities in one development of 

agriculture, received less support from the Bank.I/ 

The proportion allocated to nonn.oject lending was higher in the
 

Eastern Africa MADIA countries compared to the regional average for all of
 

East Africa (13.9% Ln the three MADIA countries compared to 9% in the Eastern
 

Africa Region) -- see Table 11.2. Nonproject lending was very heavil y 

weighted by the amounts going to Malawi and Kenya. As noted earlier, Tanzania 

received no project or nonprojct loans or credits in suppot-t of agriculture 

between 1992 and 1986.
 

The shace of nonproject leading was lowest at 7.7% ($95 million) in 

Tanzania compared to 25.8% in Malawi ($170 million) and 13.7% in Kenya ($276 

million) --- Tables 11.3. Tanzania continued to receive commitments for other 

non-agricultural sectors of its economy -- most of th,.',e w-ere for basic
 

infrastructure We., port, power ad highway rehabilitation, petroleum 

exploration, education etc., as well as supplementary loans for the Mufindi 

pulp and paper mill and urban water supply). 

An ironic etfect of conditionality i. the Bank's agriculture and
 

macroeconomic lending in Tanzania has :herefore been to fu:ther reinforce the
 

bias of the Bank's Lending against agriculture. Had the lending strategy been
 

carefully related to the soundness of the recipient's overall development
 

I/ Part of this reducticn, however, resulted from a shift in the
 
composition of Lending for infrastructure with more funding going to
 
construction of rural feeder roads than to (more expensive) highway
 
construct ion.
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strategy, then all aspects of the lending program rather than only that goiag
 

to the agricultural _
sector would have been affected. n the Tanzani-n case
 

such an 
approach would have included rehabilitation of basic infrastructure 

but not lending for large scale industry that competes with agricul ture. 

Table 11.5 shows the tntersectora breakdown of -ve-rus-IBRD siDA Lending 

to MADIA coant ries and to the Ea:t Africa regions by sectors. Table 11.6 

provides the same information for East Africa countries over time. 1BRD 

commitments declined 
in East Africa MADIA cojuntries nt ne 1980s over the
 

previous two 
five yea- periods due to increased debt service problems (see Table
 

II.6). A smaller proportion of TBRD resources was 
committed to agricul.ture in
 

MADIA East Africa countries (17.4%) 
than of .DA resources (30.5Z),_2 although
 

1/ In such 
a siLuation lending strategies might have two components, namely,

"baseload" lending and "variable" Lending. 
 Countries that do not have
 
policy environmenLs conducive to development would be eligible only for
 
"baseLoad" lending foc investments essent, to long term growth.
 

2/ In the West Ptric a runi on, however, :he proportion of 1BRD resources was
 
greatmr (65.4Z of SEm to:ra [[BRD commitments went for agriculture; 86.3'
 
of the IBRD commitments to agriculture and rural development made in West
 
Africa were to MADIA coun v-ies. This is 
because Nigeria and Cameroon,
 
both oil exporting countries, ceased to receive IDA loans 
in the early
1970s and 1982, respectively, as a result of having achieved too high per
capita income levels. Not being able to qualify for tne softer IDA loans 
in the agricuLture and rural sector continoes to be an '.sue between t.e
 
Bank and Cameroon. This in turn influenc,s the typens of: pro)J.cts the--! 
Cameroouidn government is vil ing to accept fundig for from the Bank. 
Thus, for instance, iT was very reluctant to accept a research project
that involved a long gestation lag and was particularly concerned about 
the Level of technkal assistance that it would have to borrow for on hard
 
terms.
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IORD AND IDA CUrLME. I1VE [ENDING OPEPIIONS BY SECIOR AND RE,!0N 
AS OF JLP.E 30, 

1pIlliofS of 

i9B 

SWS) 

EAST AFRICA WESTAFRICA 

1. AGRICLIURE AND 

RURAL DEYELPIMEN1 

--­)pereeatage of total 

MOIA 

283.4 

17.41 

ORD 
----

ALL 

4i9.0 

10.61 

MDIA 

SHARE 

57.21 

: 

t 
NADIA 

93.2 

30.51 

IDA 

ALL 

2406.4 

32.91 

NADIA 

SHARE 

28.81 8 

,. 

MADIA 

1709.0 

45.41 

IBRO 
----

ALL 

1979.5 

30.21 

MADIA 

SHARE 

86.31 

NADIA 

245. 

31.21 

IDA 
---

ALL 

1132.5 

28.41 

NADIA 

SHARE 

21.71 

2.BASIC iWRASIRUC1URE 
--­>perceitaqe of total 

775.7 

47.61 

2353.9 

52.21 

33.01 568.0 

25.01 

2345.3 

32.01 

24.21 8 

.. 

1055.2 

28.01 

2162.7 

33.01 

48.81 251.7 

11.91 

1433.0 

3'-91 

17.51 

3. IKDUSIRY 

--­)peffcatage of total 

244.0 

15.01 

771,6 

17.11 

31.61 

* 
100.0 

4.41 

519.9 

7.11 

19.21 1: 299.2 

1:7.91 

691.1 

10.51 

43.31 13.2 

1.71 

211.5 

5.31 

4.21 

4. THER INFRASRUCTURE 

--­)percentage of total 

148.3 

9.11 

287.2 

!).41 

51.61 134.0 

55.91 

387.4 
5.31 

34.61 1: 419.8 
11.21 

625.3 
9.51 

67.11 40.5 

5.11 

239.7 
b.01 

1b.91 

5. RrESOMJCE DEVELOME1NT 
--­)percentage of total 

10.0 

0.61 

194.1 

4.31 

1.21 1 337.4 

14.61 

810.4 

11.11 

41.01 
: 

152.4 

4.01 

21.9 

3.71 
63.01 t 101.7 

12.91 
435.5 

10.91 

23.31 

b. KW04PROECI LENDING 
--­)pKrcotage of total 

165.9 

10.21 

412.9 

9.21 

40.21 375.0 

16.51 
657.5 

9.01 

57.01 8 
.. 

110.0 
2.1 

760.7 

11.61 
14.51 94.0 

11.91 

376.2 

9.41 

25.01 

7. IECHIICA.L ASSISTAME 

--­)pefcetage of total 

1.0 

0.11 

13.6 

0.31 

7.11 68.5 
33.01 

197.8 

2.71 

34.6?1 18.0 
0.51 

92.0 
1.41 

19.61 42.0 
5.31 

i59.3 
4.01 

26.41 

TOM 1&28.3 4512.3 36.11 I 2271.2 7324.7 SI.M1 8 373.5 6553.2 57.41 788.1 3987.1 19.81 

Sources i"uld lank Annual Report, 1986, and Jonms, 1985. 
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EASI AFRICAN MADIA COUNTRIES: WORLO BANK LNDING OPERATIONS BY SECTOR (Millions of US$)
 

TOTALS
 
Co~esitents Comitzents Coaitments Coamniteents I IFYI965-B6)
 

SECTOR IBRO IDA CZBIKD: IBRD IDA COIBWED: IBRO IDA COMBINED: IBRO IDA COMBINED: IBRD IDA COMBIMED:
 

--------------------- Fiscal Years 65-69 iFiscal Years 70-7t, Fiscal Years 75-19 Fiscal Years 80-16 T 


IIIIIIII 	 I ', I 

:1. AGRICULITUE AND 
RURAL DEVELOPMENT 0.00 32.51 32.51 34.00 107.93 141.93 288.70 259.40 448.10 60.70 ?9.40 X5i.10 283.40 693.24 976.64 

S --->percentage of tatal 0.001 29.731 26.751: 1B.201 50.971 35.611: 22.771 45.901 32.151: 10.111 21.191 17.831: 1J.401 30.521 25.051: 

:2. BASIC IXFRASTRLKTURE 12.20 55.66 67.86 139.50 63.98 203.48 253.00 78.20 331.20 371.00 370.20 741.20 775.70 568.04 1343.74
 
* ---)percentage of total 100.001 50.911 55.831! 74.601 30.221 51.061 30.537 13.841 23.761: 61.771 26.731 37.331: 47.641 25.011 34.461:
 

:3. 	INDUSTRY 0.00 0.00 0.00 1 5.00 8.00 13.00 184.00 74.00 25O.00 55.00 18.00 73.00 244.00 100.00 344.00 
S---)percentage of total 0.001 0.001 0.007: 2.6B1 3.781 3.261: 22.201 !3.051 16.511! 9.161 1.301 3.661: 14.iB 4.401 8.87:
 

:4. 	OTHER INFRASTRUCTURE 0.00 0.00 B 0.00 133.00 193.50 : 73.50 148.30 134.00 282.30
0.00 8.30 8.30 60.50 7.0 80.50 


---)percentage of total 0.001 0.001 0.001 4.441 0.001 2.01: 'E.05Z 10.701 13.81: 1-.7,1 5.31Z 4.051: 9.111 5.901 7.2411
 

i5.HUMAN RESOURCE DEVELOPMENI 0.00 21.17 21.17 : 0.00 31.83 31.83 10.00 72.10 B2.10 1 0.00 207.30 207.30 1 10.(0 337.40 342.40 1
 
S ---)percuntage of total 0.001 19.36, 17.421: 0.001 15.031 7.991: 1.211 12.761 5.B91: 0.001 14.97i 10.441: O.L11 !4.641 8.781:
 
* 	 I 

:6. 	NON PROJECT LENDING 0.00 0.00 0,00 1 0.00 0.00 0.00 60.00 13.00 75.00 105. 0 360.06 465.10 1165.q0 375.00 540.90 1 
---)percentage of total 0.001 0.001 0.001: 0.001 0.001 0.001: 7.241 2.65' 5.381: 17.31 25.991 23.471: 10.191 16.511 13.71: 

:7. 	TECHNICAL ASSISTACE 0.00 0.00 0.00 0.00 0.00 0.00 1 0.00 6.00 L.00 1 1.00 62 50 63.50 : 1.00 68.50 69.50 1 
---)percentage of total 0.001 0.001 0.001: 0.001 0.001 0.001. 0.0I 1.061 0.431: 0.171 4.511 3.2011 O.,61 3.021 1.701: 

I 	 TOTALS 1 12.20 109.34 121.54 I186.0 211.74 39B.54 828.70 565.20 1393.90 1 600.60 1384.90 1985.50 162B.30 2271.18 3899.48 I 
,ERCENTABES i 10.041 89.961 46.871 53.131 1 59.451 40.551 30,251 69.751 41.761 58.241 

SOURCE: 	 Adapted from Jwnes (1985), and IDA's 'Statement of Development Credits' (IO/B6)
 
and IBRD's *Statement of Loans' (9/86).
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the proportion of IBRD commitments to agriculture in the three East Africa
 

MADIA countrieF was higher than the Eastern Africa regional average (17.4%
 

compared to 10.6%) and that of IDA lower (30.5% compared to 32.9%) -- see
 

Table 11.5.
 

The higher proportion of "hard" IBRD loans in MADIA East Africa
 

countries resulted from loans that went to a number of commercially oriented
 

agro-processing projects In both Kenya and Tanzania as well as an irrigation 

and credit schemes in Kenya. Projects in direct support of smallholder 

production, i.e., inte kted rural development projects, were funded with IDA 

resources.
 

IBRD loans in agriculture helped to meet the Bank's overall Lending
 

targets for IBRD in each of the countries, while simultaneously meeting the
 

McNamara guideline of alloc iting 25% of all resources to agriculture and rural
 

development. Thus, the -L-ection of parastat-i agro-processing projects in
 

Kenya and Tanzania and carital intensive irrigation, or credit projects, such
 

as those financed in Kenya helped to create the impression that poverty was
 

being alleviated because funds were being directed to the agricultural
 

sector. In reality, however, the Bura irrigation project at a realized cost
 

of $25,000/ha. (or even at it3 originally estimated cost of $13,500/ha.) was
 

very capital intersive but created relatively few jobs. The same applied to
 

the South Nyanza sugar project. The AFC agricultural credit projects provided
 

little benefit to the poor because AFC's credit guidelines in the mid-1970s
 

meant those farmers whose holdings were less than 15 ha. were ineligible for
 

seasonal credit. The Bank was able get this limit reduced to 5 ha. by the
 

beginning of the 1980s, but this scill excluded the vast majority of small
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farmers. The Croup Farms Project in Kenya similarly did not benefit many
 

small farmers and much of the credit was cancelled due to faulty project
 

design.
 

It is noteworthy that as a result of human capital development having
 

been given low priority in the 1970s, nonproject lending in the 1989s entailed
 

significantly increased amounts technical The share of
of assistance. self
 

standing technical assistance pro jects increased from nil. in the 1970-74 

period to 2.3Z for all MADIA countries in 1980-86 (Table 11.4) and 3.2 for 

East African MADIA counLries (Table 11.6). In this regard, although the
 

recent policy focus of the Bank is a welcome one, the Bank's demonstrated 

willingness to address the problems oL basic institutional and human capacity 

-- which likely require fewer financial resources but greater rlr:uring -­

appears to be still quite low. The Bank continues to opt in favour of 

measures such as technical assistance, which serve secondarily to prime the
 

pump of lending. We believe more flexible policies concerning the levels and 

composition of assistance to countries are essential if the current problem of
 

neglect of institutional and human capital development is to be adequately
 

addressed.
 

B. Lending to Kenya
 

The types of projects the Bank financed in Kenya and Tanzania in the
 

1970s were fairly similar.!/ They fell into two basic categories:
 

The Annex provides brief descriptions of World Bank agricultural crop
 
projects in each country -- sources of finance, crop focus, project
 
purpose, etc. 

I 
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(i) 	smaliholder integrated area development projects and (ii) parastatal
 

operated projects directed mainly towards a.gro-processing of export (or
 

import subs.itution) crops -- Lea, coffee, sugar, tobacco, pyrechrum and
 

cashews, etc. in addition, the Bank also financed a number of miscellaneous
 

other projects in Kenya -- a Large scale irrigation project, a series of
 

four 	agricultural credit projects, a group farms project and projects in
 

semiarid areas.
 

These projects did not evidence a clear sense of priorities derived
 

from an analytical perspective with respect to the types of investments
 

needed to modernize smaliholder agricul:re n the early st:ages of
 

development. They thereaore did non reflect: the concern 
for appropriate 

sequencing and phasing of accvities tOhat such a framework necessarily
 

implies. Such a view woald likely have stressed development of national
 

capacity for agricultural research and extension and improvemert of the
 

policy, planning, budgetary, monitoring and evaluation capacity in the
 

ministries of agriculture (including subsLancial investment in the training
 

of nationals as well as in improving incentive systems in the governments in
 

order to retain qualified staff). These emphases were to become priorities
 

of the Bank in Kenya in the early 1980s but only after the generally poor
 

implementation experiencc of an overextended 1970s project portfolio.
 

i. 	Agro-Proce s ;inProjects
 

The number of agro-processing projects was greater in Tanzania (8)
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than 	in Kenya (4).-I/ Bank projects took the role of the public sector as 

given, espec.ally in Tanzania, and indeed reinforced its role through
 

substantial investments in parastaLaLs. The growing number of parastatals
 

served as vehicles for charnebling relatively large scale, centralized 

investments in a reasonably short period of time. indeed, it would have much
 

more been difficult to provide this magnitude of resources to a decentralized,
 

small 	scale agro-processing sector.
 

There 	were, however, other reasons for supporting public :;ector agro­

processing. Due to scale economies dictated by the lack of alternative
 

technologies, large investments are ra.uired for processing some crops.2/ In 

the absence of a weLl-developed indigenou:s private sector, the development of
 

public sector agro-processing was deemed necessary. 

The Lea and coffee projects in Kenya represent probably the best
 

example of Banik agro-processing projects in Africa. The first two tea
 

1/ 	 Of the 29 agriculiural operations financed in Kenya with total funding
 
commitments of $72i1. million (see Annex for more complete project des­
cripLions), three were for the development of smallholder tea (two for
 
establishing smallholder production in the 1960s and one for establishing
 
tea factories in 1974), one for improvement of already established small­
holder coffee production including processing (in 1979), two sugar
 
projects (one involving a new V:ctory in 1977 and another rehabilitation 
of existing sugar factorieF in 1978), a cotton processing project in 1982,
 
a fisheries projects, two livestock projects (invoLving the development ot
 
ranches in 1969 and 1974), three forestry projects, four agricultural
 
credit projects, one group farm project, one irrigation project, two in­
tegratd ag -cultural projects, one extension project, two semi-arA areas
 
projects, two technical assistance projects and three structural/seccoral
 

adjustment operations.
 

2/ 	 This appears to be more true for coffee and tea than for flue cured 
tobacco, altLough in MalAwi the government has promoted large scale 
estate production of flue cured tobacco because of the belief that 
smallholders cannot affort the costs of investments in processing. (See 
forthcoming paper by U. Lele on estate versus smallhoLder production 
strategies). 
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projects, funded in collaboration with CDC, helped establish smalLholder
 

production.-I/ In addition, the provision of tea processing facilities through
 

a third loan in the 1970s alleviated a major constraint tO the otherwise well 

organized tea sector. The Bank also made a very important contribution to the
 

analysis and resolution of KTDA's financial problems Lhoi resulted from the
 

exchange rate losses that followed unanticipated d.val aLions.
 

The Smal holder Coffce Project financed by the Bank in 1980 also
 

alleviated an important constraint to the development of smallholder coffee
 

production by p oviding assistance for the rehabiliation or constriction of
 

cooperative factories. Coffee cooperatives in Kenya ha,,e on The whole been
 

impressive in providing effective servic:ss to smallholders. The Bank
 

contributed to this excellent per:ormance by addressing the imporcani. problem
 

of delays in coffee payments to producers.
 

The experience with the remaining agro-processing projects has been
 

less positive. Sugar processing projects in Kenya have had many problems.
 

The South Nyanza suqar project was located in a drougit prone area and
 

inadequate production services were provided to the outgrowers by the sugar
 

factory. The factory also experienced substantial cost overruns due to
 

unanticipated exchange rate adjustments at the same time that world sugar
 

prices collapsed, thus making imports more competitive.
 

The South Nyanza project stresses the particular vulnerability of
 

projects that at the outset are only marginally profitable only to have world
 

market prices move in the opposite direction to that predicted. The South
 

I/ 	 CDC deserves much of the credit for creating KTDA's impressive
 
institutional capacity. See Lele and Meyers, op cit.
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Nyanza project -- as were several other projects in Yenya -- was funded partly
 

in response to the government's concerns about regional income distribution.
 

When shortages in cane throughput werc encountered by the factory, the Bank 

recommended that the Covernrent of Kenya rai se its entire sugar price 

structure in order to improve producer incentives. However, this occurred in 

a situation where producer prices were already above import parity. Other 

sugar factories in Kenya had much Lower cost structures and therefore could 
1/ 

potentially earn considerable rents from increased prices.-' Ffforts by the
 

Bank to also assist .n the rehabilitaticn of the sugar sector in Kenya were 

undermined by the governments reluctance to engage in subsi "ary financing 

agreements with the private sector and thus this project also did not achieve
 

its objectives.
 

a. Other "Mar$inal" Projects 

The Bank's agricultural portfolio in Kenya in the 1970s had the 

effect of contributing to a level of expenditures in agriculture beyond t'e 

government's financial and administrative capability as well as increasing the 

marginality of the overall investment portfolio. It can be argued that the 

Bank ought to undertake high risk, difficult to implement projects while 

leaving those investments with h iher and more certain returns to the 

government. Accepting this argumnent, the question then is one of whether in 

undertaking such risky investments the Bank's involvement helps reduce future 

risks for similar investments; also whether its investments represent the most
 

1/ See Chapter IV, Lele and Meyers, op cit.
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cost effective approaches. On both these grounds, the Bura Irrigation
 

Settlement Project receives low marks.
 

When begun, the Sra pr-oject was by the Bank's own Admission quite
 

costly but 
this rst 4as justified on the basis of the government's keenness 

to invest in irrigation in order to relieve land pressure and create 

employment opportunities. A project of this rnagni[ ude should, however,
 

arguably have never have been financed Kenya
as had little experience in 

irrigacion. There were many problems with soils and with the design of the
 

irrigation system as well as 
with settling the target population in an
 

inr.ospi table area.
 

Certainly once it became clear that cost escalations would be very
 

high (total base costs in 1982 were 187Z of 
appraisal esnimates), the 

economics of the project should have appeared questionable and the government 

should have been persuaded to stop the pwoject before the construction of the 

dams began. However, this did not happen. Several other projects in Kenya 

were similarly of questionable value when approved, e.g., the Group Farms 

Project, 2nd 1ADP and at least two ph;ases of the AFC credit projects. All
 

performed poorly. For instance, considerable skepticism was voiced by
 

technical staff in the Bank about the viability of 
tne Group Farms Project and
 

yet it was approved. As a consequence much of the credit had to 
be cancelled
 

because of farmers lack of interest in group farming,
 

The first AFC agricultural credit project was quite successful in
 

increasing the production of smallholder dairying, though this result 
was not
 

one that had been anticipated in the project's design. Subsequent credit
 

operations, howe.er, expanded credit 
provision well beyond the institutional
 

capacity of AFC and, although AFC's institutional weaknesses were quite
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obvious, continued to be approved. 
 By 1986 the Bank was Forced to consider
 

alternative mechanisms to AFC for provision of credit. 

The Cotton Processing and Marketiog project was also a failure 

because of a host of problems not adequately ant-kicpated in project 

appraisal. These included the lack of adequate research findings on cotton, 

institutional weakness of the cotton marketing board, the volatility of
 

climate and gloomy world market prospects. 

The ntegrated Agricultural Development Projects (IADPs) 
were found 

to be too complex. In the first [ADP 13 institutions and 5 ministries were 

involved and project coverage extended over four .rovinc.> r.' o wnich 

suffered from problems of weak cooperatives, inadequaoe extension services and 

questionable technical packages. Once again the Bank agreed 
to finance the
 

first 1ADP partly to oblige the government in meeting its politically 

important regional 
income distribtion objectives. What is puzzling, however, 

is that a large follow-on second phase of iADP financed evenwa.s though the 

first phase was encountering major difficulties.!/ 

The generally poor performanco of the Bank's portfolio is shown in 

Table 11.7 which categorizes projects by re-estimated economic rates of
 

return. 
 Since a number of projects would have very low ERRs but are still on­

going (Bura, Baringo) or are ones for which PCRs either were not done (AFC
 

III) or have not 
yet been officially issued (Sugar Rehabilitation), the
 

overall picture is even less pcsitive.
 

I/ 
 The above review has contained only very brief highlights from the
 
Bank's project experience. A detpiled project by project 
treatment is
 
found in Lele and Meyers, op cit.
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3. 	 Issues Raised By The Bank's Pro 'ect Lending Experience
 

The problems encountered in the Bank's project portfolio in Kenya
 

suggest several generaL observations; about te factors that have Limited its
 

success as well as factors that might contribute to increased success in the
 

future.
 

a. 	Comparative Advantage and World Market Prospects
 

The first issue arises from the Bank's tea and coffee projects. It
 

has to do with the type of advice and finncing the Bank should provide for
 

crops with limited world market prospects in situations where countries
 

producing these crops have a strong comparative advantage in their
 

production. In the case of manufactured goods the Bank has consistently
 

supported the principle of dynamic comparative advanmtage. rInthe case of tea 

or coffee, he ever, due to perceived canti.i WD,; amon,, its; various borrowers 

(e.g., Sri Lanka and India vis-a-vis East African councries) and the Li;.ely 

decline in their individual incomes from aggregate expansion of production,
 

the Bank has stressed intensification of existing production and processing
 

rather than area expansion.l/ Fungibility, of course, means that it does not
 

particularly matter which investments the Bank finances. 
 It is the marginal
 

investments made possible by such financing that are of interest. In the
 

Kenyan case the financing provided by the Bank for processing facilities for
 

1/ 	 The policy, has however, al~owed for considerable flexibility in its
 
implementation based on the consideration that countries with no
 
alternative crop opportunities sheuld be allowed to receive support from
 
the Bank. The Bank theref- e undertook a tea project in Tanzania, which
 
established 15,000 ha. of tea, whereas in Kenya it restricted its
 
financing to the establishment of factories.
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tea and coffee provided ; strong incentive for smallholders to expand the area 

under cultivation, especially given Kenya's positive incentive price policies 

and effective services to smal lhde s. However, nLensi"icaton of 

production (i.e., increased yields per ha), which the Oank did seek to
 

promote, has not materialized in either tea or coffee.1/
 

b. Factors Influencing Decision Making at c'e Farm Level
 

The factors influencing intensification and how the government might 

assist in this process from the perspective o fostering both short and long 

term growth are area; that require detaled analysis. Indee" the ck of 

farmer uptake in a number cf the Bank's orojects (e.g., tW, Na-ok, AFC and 

Group Farms projects) suggests a more generaL point, namely, that despite the
 

Bank's substantial investments in smallholder agriculture in Kenya, relatively
 

little is known concerning the factors that influence small farmer decision
 

making. Similarly, despice the Bank's substantial investments in tea,
 

relatively little systematic knowledg2 exists of the factors affecting
 

resource allocation in tea production.-2/
 

c. Influence on Allocation of Capital
 

The third issue relates to the Bank's influcnce on resource
 

allocation decisions made by the government. Bank-supported projects in the
 

1970s, though undertaken to assist the government in achieving regional equity
 

i/ 	 See forthcoming paper by Lele on estate versus smallholder production.
 

2/ 	 The Bank is, however, currently carrying out a major review of the
 
coffee subsector.
 



PART-2 - 71 ­

objectives, nonetheless absorbed disproportionately large shares of 
scarce
 

Kenyan public sector financial and administrative resources for activities
 

that achieved low rates of return. This diversion of resources nas had both a 

human capital and a financial dimersion. The fo mer is hard to quantify, but 

is reflected on the one hand in the demands made on scarce administrative and 

manpower resources and, on the other, in the postponemenr of necessary 

investments in agricultural research, rural physical infrastructure arid human 

capital.
 

The problem of misallocation of resources can be succinctly and
 

graphically illustrated in numerical terms. Bank-sponsored activities in just 

four subsectors -- Bura, Sugar, IADP and AFC, all of which wera marinal 

projects -- accounted for at least half of the MOA's development expenditure
 

budget during the 1977/78 to 1982/83 period. Total gross bdgetary
 

expenditures by MOA increased by 46% 
in these five years or at an annual rate
 

of 9.2% in nominal terms. Irrigation expenditures, of which Bura represented
 

the major portion, reached a peak of KSH 9 million or 
28.4% of the development 

budget in 1981/82, and sugar accounted for KSH 7.5 million (13.6%) in 

1982/83. Together these two activitie3 alone accounted for just 40% ofover 


the develupment budget in 1981/1982 and 1982/33.
 

d. 	Riskbearing
 

A related issue concerns risktaking behaviour by the Bank. The
 

relatively poor record of the Bank's agricultural portfolio in Kenya in 

comparison to Kenya's overall agricultural performance can be explained only 

to a limited extent by the Bank's willingness to be innovative and take
 

risks. The poor performance of the portfolio in the l970s stemmed more from a
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tendency to acquiesce to the government's political objectives and to
 

undertake quite risky marginal projects. Moreover, subsequent phases of these
 

projects (IADP, AFC, etc.) were approved even though the earlier phases had
 

not demonstrated elfectLve results.
 

Undue risks were also undertaken when evidence indicated that
 

projects were unliell'y to be feasible and yet strong actions were not taken to
 

stop such projec-s. E.g., when major cost escalations for the Bura irrigation
 

dam became evident, the Bank took a far more optimistic posture toward the
 

expected internal rate of :-eturn than the evidence from the project appraisal
 

or subsequent supervision expe' ience would appear to have warranted. Thus the
 

government ended up having to provide financing for a substantially greater 

investment than was originally envisaged.
 

As a result of the above problems, the overall quality of the Bank's
 

portfolio suffered. Moreover, the anticipated long term gains in country
 

relations that ,.ere to have resulted from maintaining or increasing lending
 

levels did not materialize.
 

The Bank's shift to a tougher posture after the late 1970s, 
at a time
 

when Kenya was facing serious macroeconomic difficulties, was, of course,
 

justified on grounds of Kenya's overcomnitments. But the contribution of the­

Bank's poot project portfolio to this situation tends to be overlooked -- as
 

does the possibility that this factor affected Kenya's receptivity to Bank
 

overtures during The SAL process and subsequently.
 

Despite the above problems, it is important to point out that there
 

has been a significant change in the Bank's approach to the agricultural
 

sector in the last four years -- much of it in the very desirable direction of
 

improving agricultural cesearch, extension, credit and marketing capacity 
on a
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subsectoral basis. In this connection, we believe it is necessary for the
 

Bank to use its considerable influence in its policy d'alogue with the
 

government to press for deveLopmen: or Kenya's own planning and analytical
 

capacity. This will involve qeti., the best Kenyan manpover to work on :he 

problems of agriculture as well as engineer ing a larger supply of such 

manpower -- as opposed to coptinuing reliance on the short term palliative of 

extcrnal technical assistance.l/
 

Any comprehensive effort to address the above analytical and 

management constraints will obviously require a dialogue between the Bank and 

the government about setting up mechanisms by which the best Kenyan minds can 

be deployed (and retained) oo wo:k :n Kenya's policy problems on a Long-term 

basis. It will also mean the Bank wilt need to seek help from other donors, 

e.g., the U.S., in achieving this objective as the Bank does not have a 

comparative advantage in providing long-term financial support to Kenya's 

university and research instirutions that are engaged in agricultural and 

social-eccnomic research. it will require investment in increasing the supply 

of Kenyans vith post-graduate training in disciplines that are important for 

formulating and implementing effective agricultural policies. 

I/ Success in achieving these objectives will obviously depend on the
 
government's willingness to adopt measures to streng:hen governmental
 
capacity. This migt be prompted by providing assistance with which tc
 
give long term (five year) contracts to Kenyan foreign trained
 
university and research personnel with advanced degrees in economics, 
sociology, etc., who are now in relatively abundant supply in Kenya and 
who swell the ranks of consulting firms that serve foreign donors. 
However, this would require considerably change in the government's 
current stance toward use of highly trained non-civil servants.
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4. Structural Adjustment Lending
 

Increasing economic difficulties in the second half of the 1970s led
 

Kenya to seek support from IDA and the IMF. Thi.: r-esulted in the financing of
 

the first Structural Adjustment Loan 
(SAL). The first SAL did not involve an 

agricultural component. Instead the Bank began an increaod program of sector
 

work on agricuLt,-p in the early 1980s. The second SAL (U3$ 130.9 million) 

included compcnents designed to address "key" constraints in the agricultural 

sector. Speci fically, the program was to nupporc: 1. reforms of pricing and 

marketing policies; 2) tegularization of land subdivision; and 3) removal of
 

budgetary and management bottlenecks. 

Relatively little policy action was forthcoming from the government
 

in the above three areas, suggesting that the Bank and COK were not equally
 

committed to the set of refocm:z specified in SAL II. It is also likely that 

commitment to these objectives varied within the government. The one
 

exception to this has been the progress made in the area of planning and
 

budgetting in the Ministry of Agriculture, which has in turn has led to
 

similar reforms in othcr government ministries.
 

The Bank has recently moved twards a broader approach to
 

agricultural development in Kenya. In support of general economic and
 

agricultural reforms, 
in 1986 it approved two operations that demonstrate a 

more comprehensive vision of future agricultural development in Kenya, namely, 

the Agricultural Sector Adjustment Operation (US$ 20 million) and an 

Agricultural Sector Management Project (US$ 11.1 million", both using IDA 

funds. The latter involves a technical assistance projecc designed to support 

the strengthening of major agricultural institutions in the public sector 
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while also providing support 
for reforms promoted by the Agricultural Sector
 

Operation.
 

The Agricultural Sector Operation involves an 
import scupport
 

component to fund fertilizers, pesticides and chemicals, agricultural
 

machinery and spare parts, veterinary services, seeds, petroleum and transport
 

equipment for the sector. 
 In addition to the inputs component, the Sector
 

Operation contains 
a farther set of ambitious objectives for its short (two
 

year) time frame. ft seeks to (i) improve production and investment
 

incentives with a focus on 
prices, marketing and private sector development;
 

(ii) implement 
programs of parastatal reform including divestiture and
 

rehabilitation: (iii) support futher restructuring of the public 
investment
 

and expenditure program; and (iv) increase the flow of credit 
to
 

smallholders.
 

The initiatives contained in these two new efforts are clearly steps
 

in the right direction. In light of the problems noted earlier in the Bank's
 

past lending program, the question needs to be raised whether they involve too
 

many initiatives spanning too many in;sticutions within too short a time
 

period. They also convey great optimism about the extent to which, and the
 

pace at which, the government will be willing to significantly alter past
 

policies. 
The experience of the past twenty years demonstrates that the Bank
 

has been consistently unduly optimistic about proposed policy changes.
 

Finally, we note that after 26 years of involvement in Kenya, the
 

Bank is now considering financing an agricultural research project. We very
 

much support an effort to improve Kenya's agricultural research capacity.
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However, we also recognize chat this is a formidable task in which success
 

will only be realized ovei." the Long term.- / 

D. Lendin, to Tanzania
 

Althouih the Bank provided some assistance to the Tanzania Rural 

Development Bank for on-Lending of agricuLturaL credit, Lending to Tanzania 

has been mainly concentrated in two areas: (i) support for crop parastatals
 

and (ii) support for regional integrated rural development projects.2/
 

I. Support for Crop ParastataLs
 

IBRD and IDA have provided Loans and credits of $261 million in
 

support of various crop paras.atals handling tea, cotton, cashews, sugar,
 

tobacco, pyrethrum and grains (see Annex). The total costs of these
 

investments were, however, even larger in that the government and other donors
 

also provided funding for these projects (see Annex).
 

1/ See Lele and Coldsmith, op_cir.
 

2/ In Tanzania there were 25 operations including two tea projects: three
 
tobacco projects, one involving (smallholder) production and two
 
involving processing and handling of tobacco; two cashewnut processing
 
projects involving the establishment of cashew factories; one
 
smallholder cotton production project; one sugar p:°,cject involving
 
financing of a sugar factory and nucleus estate production; one
 
smallholder maize production project and one project in support of the
 
national miLLing corporation that handled the marketing, storage,
 
milling and sale of maize on a monopsony basic; one smallholder
 
pyrethrum production and processing project; one coccnut production
 
project; two livestock ranching and one dairy development projects; one
 
fisheries project; two forestry projects; two credit projects; three
 
integrated area development projects; and one Export Rehabilitation
 
Credit in support of macro and sectoral policy reform.
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The objective of the first 
tea project (in 1972) was to improve tea
 

processing, handling, marketing, extension and cooperative services. As in
 

the case of the tea factory proaecL ir Kenya (financed in 1974), the project
 

in Tanzania fcused u intensificac:ion of smaIlholder tea. However, as was
 

also true in Kenya, the result was largely an increase in the area under
 

cultivation rather than increased intensification. This was followed by the
 

financing ot a smal holder tea consolidation project f, 1980 (we indicated in
 

Part I that smallhoider tea is one of the few crops which has shown positive
 

growth -- 13.7% annually -- in production in Tanzania). The tobacco
 

processir3 (1976) 
and handling (1978) projects were aimed at improving these 

functions in the t:obacco subsector. The Kilembero Sugar Project in 1974 (Like
 

the South Nyanz.a project in Kenya) financed the construction of a sugar
 

factory and the establishment of a nucleus 
sugar estate as well as services
 

for outgrowers.
 

The two cashew processing projects in 1974 and 1978 financed the
 

mechanical processing of cashews. The 31980 Pyrethrum Project financed
 

improvements in smaLLholder production of pyrethrum. 
 Finally, the Grain
 

Storage and Milling Project was, despite its name, undertaken primarily to
 

address the problem of inefficiency in the grain marketing board (AMC),which
 

nad accumulated financial losses of TSh 3 billion by the end of the 1970s.
 

The above agro-processing projects in Tanzania genecrally did poorly
 

because of crop production failures. Project appraisals in the 1970s did not
 

fully anricipate the full effects of the government's policies towards the
 

smallholder sector (outlined in Part f of this paper), which led to either
 

stagnation or decline in the production of most export crops.
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The Bank, moreover, did not 
question the monopsony functions of the
 

parastatals involved in agroprocessing. In fact by channelling nearly half of
 

its total commiwtents to the agricultural sector directly to rhe parastatals, 

it inadvertentlv reinforced their 
al.ready dominant position. By 1983,
 

however, the Bank's Agricultural Sector Repor concLuded thaL "due to 

overwhelming institutional and national problers this assistance [to 

parastatals] has had little positive effect" (p. 70).
 

Tanzania has the highest number of projects with zero or negative
 

rates of return among all MADIA countries (see Table 11.7). Of the (10)
 

Tanzanian projects audited by OED only 
two (Flue Cured Tobacco and Smallholder
 

Tea Development) had economic 
rates of return over 0 percent, one (Kilombero
 

Sugar) had a rate of return of 4 and 7 (Kigoma, National 
Maize, Tabora, 

Ceita, Cashewnut, Tobacco Handling, Tobacco Processing) had negative rates of 

return. The audirs 'ere done soon after completion of these proj ects amd the 

situation in the:se crops has deteriorated further cince then. It is doubtful 

if the Kilombero Sugar or the lobacco Projects would now show a positive rate 

of return. In view of the fact that 22% oL the total $133.6 million borrowed 

for these projects was on IBRD terms, in is clear that Tanzania would have 

been better off if it had not borrowed for these projects. 

2. Support for Regional Development Projects
 

The projects which received the most attention in Tanzania in the
 

mid-1970s were the rural or regional integrated development project (RIDEPs)
 

While the RIDEPs in Kigoma (1974), Tabora (1977) and Mwanza/Shinyanga (1978)
 

varied in emphasis, they had in romnmon a muLtisectoral approach to the
 

development of a geographical area.
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Government actively pursued donor financing for RfDEPs. As in Kenya,
 

it viewed these projects as a vehicle for spreading development assistance
 

throughout the countryside. espec ially to the tradit icnal 1vpoorer, neglected 

regions. The idea 'as appealing to the Bank (and to or.tr donors) for both 

developmental and pragmatic reasons. Given the decencralized governmental 

system in Tanzania, donors were able to channel resources to several sectors 

at once, rather than having to deal with different central ministris. Also 

the number of beneficiaries "reached" through these agricultural and rural
 

development projects increased, giving the impression than 
 the donor poverty
 

alleviation mandates of the 1970s were being met. By 
the end of the 1970s
 

most regions were covered with RIDEPs funded by various donors (i.F., 
 France,
 

UK, EEC, USAID).
 

Most of these projects were prepared and implemented through the
 

provision of technical assistance. Given their complexity, the government had
 

insufficient capacity to plan and implement such 
projects. The government was
 

less willing to accept technical assistance for World Bank RIDEPs than for
 

those of other donors, e.g., 
France and USAID, on grounds that IDA resources
 

were "expensive" compared to those acquired with grant money. Also the
 

bilaterals recruited their own TA whereas the Bank policy was 
to minimize its
 

involvement in administering TA.
 

The RIDEPs often included social welfare components that only 

marginally contributed to economic productivity (i.e., water supply, schools, 

health clinics). The projects were also frequently not located in the areas 

of much agricultural potential, e.g., Kigoma, Mwanza, Tabora. They were often 

justified on g:ounds on improving interregional equity. However the crops 

they frequently focused on (usually foodcrops) were not the ones with the 
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greatest income earning possibilities. For instance in Tabora few resources
 

were devoted to the development of tobacco or to cotton in Mwanza/Shinyanga in
 

much the s-me Way that donor funded projects in Africa in the l960s had
 

completely overlooked concern for food crops and had concent-rated solely on
 

export crops.
 

Performance in these projects was so far below expectations that the
 

Mara RIDEP, a project the Bank had already appraised and negotiated in the
 

early 1980s, was not presented to toe Bank's Board for approval. Due to the
 

macropolicy and sectoal policy environment in Tanzania discussed in Part I of
 

this paper, the RIDEPs also suffered from lack of trained Tanzanian manpower, 

frequent institutional changes and shortage of recurrent frnancing, fuel and 

spare parts. Officials also frequentil, commandeered vehicles and equipment
 

provided by the Bank for Party or persoiieL use.
 

The difficulties of implementing complex inultir-ctoral projects, even
 

in the absence of mactrs and structurl. coostraits, had already become evident 

by 1974. Bank-initia(te1d of rural designedA World 7t>.'d African development 

to /suggest lessons for Bank operations had documented this evidence. - The
 

findings of the study were endorsed by the Bank and were reiterated in an
 

agricultural and rural development sector study on Tanzania at around the same
 

time.
 

The interesting question is why these integrated projects were
 

financed in light of the evidence of the study. It is evident in retrospect
 

that the spirit of Mr. McNamara's Nairobi speech was congruent with the spirit
 

1/ Uma Lele, op cit.
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of Mr. Nyerere's Arusha Declaration. Both contributed to the Bank's decision
 

in 1973 to go ahead with the Kigoma project. Once begun the momentum
 

developed by these projects was difficult to curtail. Also, as we pointed out
 

in Section IV on policy analysis, the Bank was slow Ln facing up to the
 

consequences of the policy failures that were increasingly becoming obvious in
 

l*anzania.
 

3. Structural Adjustment Lending
 

By the end of the 1970s Tanzania's domestic economic crisis had been
 

accentuated by the break up of the East Africa community, the Ugandan war, the
 

second oil shock and the drop in the commodity prices following the coffee 

boom. Project implementation was hampered by a shortsge ot foreign exchange
 

for recurrent costs, spare parts and fuel. The government therefore
 

approached the Bank in 1981 for balance of payments support.
 

As in the case of Malawi and Kenya, little systematic macroeconomic
 

or sectoral analysis existed in the Bank on constraints to growth. Thus there 

was insufficient knowledge that could be ced to stipulate the conditions 

necessary for government reform, although the project lending experience in 

all sectors had certainly provided abundant evidence of the existence of
 

various constraints 
to growth. The Bank ' s Lroad mandate to use structural 

adjustment lending to obtain macroeconomic and .. policy reform had alsose:, al 


not yet been agreed to by the Bank's major shareholders. 'Thus the 1931 Export
 

Rehabilitation Credit of $50 million was from the Bank's perspective fairly
 

conservative in terms of the conditions it sought to have COT agree to. It
 

appeared quite radical to the government, however, which was not ready to
 

consider such drastic reforms.
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The major objective of the credit was to increase the allocation of 

scarce resources to the agricultural sector and to improve incentives for 

export production through a foreign exchange retention scheme for exporters as 

well as increases in producer prices. These reforms were, ho.'.ever, too puny 

in relation to the extent of overvaluation of the currency and greatly 

overexpanded government expenditures. The Bank's export rehabilitation credit 

thereforc had relatively little positive impact although it perhaps served to 

avert to some minor extent further decline in Tanzania's export agriculture. 

In 1984/85 the government adopted a number of reform measures 

including the devaluation of The shilling from TSM12 to TSMl7. However, the 

shilling still remained hopelessly out of line with che market rate, which was 

5 to 10 times the official rate. Official producer and consumer prices and
 

prices of inputs were also raised sharply to reduce budgetary subsidies. The
 

National Milling Corporation was declared to be the buyer and seller of last
 

resort. Cooperatives were reintroduced as che p-imary agent:s for procurement, 

storage and delivery of export crops. Marketi ,; boards ,:e re created to 

undertake the remaining responsibilities of crop authorities. Several public 

enterprises in the agricultural and the industrial sector were dissolved and 

the number of ministries was reduced from 22 to 15. The foreign exchange 

retention scheme introduced under the Bank's export rehabilitation audit was 

expanded. Discrimination against the agricultural 3ector, however, continued 

in the foreign exchange retention scheme as only 10 to i5Z of the foreign 

exchange could be retained by traditional mostly agricultural exporters 

whereas 50% to 100% could be retained by non-traditional mostly manufacturing 

exporters. 
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The effect of the above refo.as was rather shortlived. Once again in
 

1985/86 the Lack of adequate adjustment in the exchange rate (nil) and only
 

small adjusume,ts in producer prices (20%) weakened the effectiveness of these
 

measures given the domesftc if lacion rte of 30%. 

Aid coordination meetings had come to a halt in Tanzania after
 

1977. The government did not want to provide a fortum in which the donors 

could "gang-up" against 
it to press for policy reforms. The so-called
 

"friendly donors", i.e., 
Sweden, Denmark, Norway and the Netnerlands, shared
 

the government's concern on this matter.
 

In November 1986, after a hiatLs of five years in Bank funding to 
the
 

agricultural sector, the Bank approved an 
IDA loan of US$50 million and a
 

special African Facility loan (US$46.2million) for a multisector
 

rehabilitation effort.
 

In June 1986, hr.ever, the first Consultative Group meeting was held
 

for Taizania in nine years based on a number of measures the government had
 

already undertaKen or proposed to undertake. For example, the government
 

announced the devaluation of the shilling to 
40 US$ and stated its intention
 

to eliminate overvaluation by 1988 by devaluing at a rate equal to or greater
 

than IZ per annum in real terms. It pr'oposed to dismantle quantitative
 

restrictions and to s;itch to tariffs. It indicated its intention to
 

reconsider foreign exchange retenion rat' 
 so as to eliminate discrimination
 

against agriculture, to impose limits on borrowing by the six major crop
 

marketing boards and NMC, 
to reduce budgetary deficits, to restructure the
 

public investment program, and to undertake a study of parastatal
 

efficiency. Price controls were also to be reduced from a total of 400 down
 

to 47 (over 1000 prices were controlled in 1981). The practice of confining
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imports of goods to specific parastatals was to be dismantled. Lastly, in 

agriculture producer price ievels were to be 60% to 70% of f.o.b. prices (or 

to result in at least a 5% increase in real terms, vb.ichcvcr was higher). 

Grain t.rade from farmgate to consumer was liberaized. NMC as well 

as individuals were permitted to move up to 450 kgs. (live bags) across
 

regional borders without a permit. However, permits would 
still be needed
 

for interregional trade although 
even these were to be abolished by March
 

1987.! / The quality of produce was to be improved by giving premiums for
 

higher grades.
 

Private estates were to be allowed to undertake their own exports.
 

Cooperative unions 
and other producers also were going to be encouraged to
 

undertake exports, as well as to import and distribute seeds and
 

fertilizers. Studies 
were to be undertaken of seed, fertilizer and crop
 

marketing.
 

There is once again much excitement in the donor community (similar 

to that noted after Mr. :Nyerere's famous speech 10 years after the Arusha 

Declaration) about the potential change that will resul." from the above 

announced intentions. Aid commitr.ment; have already begun to increase in 

response to these statements. However, the history of policymaking in 

Tanzania is one where a strongly entrenched and highly ideological political 

party has wielded a great deal of influence over policymakin, (much more than 

in Kenya and Malawi where technocrats play a greater role). Also, Tanzania 

has in the past shown greater willingness to introduce controls than to 

I/ 	 It is noteworthy that Government of Tanzania had gone further in
 
liberalizing grain trade by 1985/86 than had Kenya.
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implement new policy reforms. Thus, before large aid commitments are once
 

again 	flowing, it will be important to have clear agreements with the
 

government on specific reforms that wili be implemented, to carefully monitor 

this implementation and to stand ready to stop lending if reforms are not
 

implemented in good faith.
 

E. Lending to Malawi
 

1. Integrated Rural Development
 

In Malawi the Bank focussed almost exclusively on the problems of
 

smallholder production by funding integrated area development projects. The
 

Lilongwe DeveLopmen' Pro iect was the showpiece. Started in 1967, the Lilongwe
 

project was the forerunner of a series of integrated rural development
 

projects (IRDPs) in Malawi and elsewhere in Africa.-/ Eleven integrated area
 

development projects (see Annex) were approved in Mal.awi. These included
 

Shire 	in 1968, a second Lilongwe in 1971, the Karunga and Shire projects in
 

1972, 	a third phase of Lilongwe in 1975, followed by a second phase of Karonga
 

in 1976 and a third phase of Shire in 1978. IDA, IfID) and ,,)veLrnmPnL 

commitments to these eight projects totaLtled $70.8 millon. It is noteworthy 

that $62.5 million or over 88% of these resources came from the Bank. 

Three additional projects were financed when the Bank began to shift 

away from an int ensive area deve ICopment approach in 1978 and the first 

National Rural Development Program (MRDP) was begun. The NRDP involved a 

modification of the IRDP approach with greater emphasis on provision of
 

1/ 	 Sce U. Lele, op cit. Also Lele, Oyejide, Bumb and Bindlish, 'Nigeria's
 
Agricultural Policy and the World Bank's Role". Pap2r prepared for
 
MADIA Study.
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agricultural inputs and farm services and less on intensive staffing and on
 

infrastructure. The cost of NRDP i, $66.0 million, was, however, similar 
to
 

that of earLier area devetopment projects ($56 millior of which was financed 

by a number of donors IDA, CDA, CDF, U.K., Germany). Subsequent phases of
 

financed Hbe and 

The above IP.DF pro,. c=ts utighi: to increase the productivity of 

smallholder crops suc-h as rnai:.e, groundnuts, tobacco, cotton, rice, beans and 

potatoes, and also livestock. Their emphasis was on group credit, input 

supply and extension The initial Lilongwe projects involved a much heavier 

emuhasis on improvernen- of physical infrastructure (i.e., roads and soil 

conservat cn) than did the ubseo,:cn: area or national pojects. 

The most inportant, weakness of these projects concerned the lack of
 

attention to sequencinig and phrasing of investments. Large investments in
 

physical infrastructure, office buildings and expansion of the agricultural
 

service staff were undertaken without first developing profitable technical
 

packages for crop production.-/ This occurced despite the fact that project
 

implementation experience repeatedly demons,zated the poor performance of
 

technical packages.
 

One consequence of these expendit.res on infrastructure was a
 

substantial. growth in government capital and recurrent 


NRDP were by Bank in L981 1983. 

budgetary commitments
 

in the agricultural sector once Bank funding was phased out. However, without
 

1/ Jones' analysis of World Bank project cost data shows that Malawi had
 
the highest aiLocations to physical infrastructure (13%) of all project
 
component costs compared to any other MADIA country 
-- 9.8% in Nigeria;
 
8.2Z in Cameroon; 6% in Tanzania; 3.9% in Kenya; and 3.8% in Senegal.
 
See C. Jones, "A Review of World Bank Agricultural Assistance to Six
 
African Countries". Paper prepared for MADIA Study, May 1985.
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an increase in productivity or in production growth, it was difficult to
 

sustain these expenditures. It is also important recall that, as we
to 

indicated in Part I of this paper, much of the benafits from These 

expenditures were being captured by the government through a producer pricing 

policy and were being invested in the rapid cxpanne. thE es ,e sec or. 

The Bank was relatively slow in the 1970s in recognizing that 

technological along with price constraints were inhibiting the growth of
 

smallhoider productio,, although IRDP proiect evidence had pointed in this
 

direction since 1972. The Audit Reports 
for selected projects make this
 

abudantly clear --
Shire Valley Phase 1: "The mai-e component was just
 

'thrown i: 
 at the last minute ... no varieties of maize existed that were
 

suitable for the project area" (p. 3); Shire Valley Phase III: "... there
 

was no proven technology available to be extended to farmers" (PCR, 4.5.5).
 

Yield targets for maize and sorghum were not achieved due to unavailability of
 

drought resistant seeds. (PCR, 4.6.5.); Lilongwe Phase I: 
"Maize yields
 

showed no sustained increase and groundnut yields decreased. Poor weather may
 

have been partially responsible. There is no discussion of the viability of
 

the technical packages" (PPAR, pp. ii and 10); Second Karonga Rural
 

Development Project: 
 "Survey evidence showing that the percentage of farmers
 

following extension advice declined for most part in the second phase of the
 

project. Data suggest that the 
second phase project failed to introduce new 

technology to additional farmers" (PPAR, 10-11). 

While the Bank was obviously aware of the problem of poor adoption of
 

technical packages, later phases of preparation of Lilongwe and NRDP continued
 

to emphasize improving infrastructure and extension and marketing services.
 

When it became evident that investments in area development projects were too
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experLsive in terms of the manpower and finances required for reproducing this
 

approach on a country-wide basis, NRDP consolidated its coverage and the
 

projects provided services on a Less intensive basis. The emphasis
 

nevertheless s.ill contiued to be on extension, which along with credit was
 

to take up 40% of the costs; other costs were road construction (26%), credit
 

(12%), health (6%) and forestry (5%).
 

The problem of slow adoption of improved maize is to date still 
a
 

significant one. Thus, in spite cE 11 separate Bank-funded rural development
 

projects With commitments of close to $104.3 million, only six percent of
 

acreage in Malawi is currently under improved maize compared to 60. in
 

Kenya.
 

A willingness to ask searching questions about underlying technical
 

problems occurred only in the 1980's. The lack of growth of smallholder
 

agricultural production from investments in the area development projects in
 

Malawi in the l970s led t:o two new tyFes of financing. On the one hand a
 

number of funictional projects were financed in support of agricultural
 

research, iartilizer distribution and extensicn, all designed to alleviate the
 

const.raints that had been identified by the area development projects. On the
 

other hand, the SAL's addressed the issues of agricultural prices, subsidies
 

and public expenditure patterns.
 

One of these nev. ini.itives, the Bank's 1985 Agricultural Research
 

Project resulted from high qu, ! ity work undertaken by Bank staff in Malawi on
 

analysis of local technological requirements. It would appear that the issue
 

of technological constraints is at last receiving the attention it deserves.
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2. Overall Project Impact
 

Smallholder agriculture in Malawi has not suffered from rapid changes
 

in institutions sarv;in agriculture nor From macropolicy distortions to 
the
 

degree that has been the ca.e in Tanzania. However, as in othc two 

countries, area deveLopment projects suffered from technological optimism 

conceived without socio-economic review and were dependent upon planning and 

implementing resourcs on 
a scale well beyoad wfat Malawi had available. 

There has therefore been a heavy reliance on expatriate manpower for planning 

and implementation for an even longer period than in Kenya and Tanzania.
 

Malawi's inctitIes have, however, generalv been we. run and a 

surprisingly large 
number of well trained Mala'ians have taken over 

agricultural management anid, increasingly, policymaking despite the extent and 

length of the expatriate presence.
 

The above relatively favorable macro and administrative environment
 

has meant that project implementation has been generally carried out
 

satisfactorily. This may partly explain the fact that of the seven 

agricultural projects audited by OED in Malawi 
not a single project was
 

estimated to have had negative rates of 
return, two (Lilongwe I and Karonga 

I) had ERRs of A% and 6% respectively, three (Shire IT, Shire III and Ka-onga 

II) were estimated to have ERRs of 13%, 15% and 14%, and (Shire I and Lilongwe 

III) ERRs of 25. (see Table IT.7). One, or course, must qualify these 

estimates somewhat iven that in most cases the data were not adequate to 

precisely calculate benefits, especially in light of the subsistence nature of 

food crops and the weather fluctuations involved. Also ERRs were calculated
 

immediately upon completion of 
these projects and sometimes reflected a degree
 

of optimism concerning their achievements based on marketed food production
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that has not being borne out in other -.-a on Malawi's agricultural
 

performance. Recall also the earlier 
observation that Malawi's nutritional
 

levels 
are still some of :.he lowest in, Africa.
 

fn spite o[ the above ural ifications, the quantifiable impact of .he
 

Bank's project involvement has undoubtedly been gceater i.n Malawi than in
 

Tanzan'a. One of' ie main causes of the nonetheless relatively limited impact
 

has been the Bank': excessive focus on investments while not: devoting adeqeate
 

attention to 
matte, ,)f implicit and explicit agricultural taxation,
 

technological constraints, land 
access and smaLlholder participation in export
 

crop prcduction. The Bantz has taken measures to address at 
least two of
 

chese, nlamely, agric~i.cural taxation and technologies (although 
it is not
 

clear that major technicaL breakthroughs will occuz relatively quickly in
 

rainfed crops like cotton arid groundnutI!). A major lesson of the Malawian
 

experience is the need to take 
a holistic view of agricultural development.
 

Otherwise critical issues such as land access and rights to grow export crops
 

are Lost si-: - of.
 

3. Structural Adjustment Lending
 

There have been three SAL3; a fourth is under negotation. The first 

SAL in 1981 did not contain many policy conditions as the Bank had not 

undertaken sufficiert backgrond ';ector work for this when the first SAL was
 

approved. The second (1284) and third (1985) 
SALs have had substantial
 

agricultural components. 
 Important emphases affecting agriculture stressed in
 

these SALs include the following: improving producer p:<ces for smallholders,
 

estate diversification, restructuring of Press (Holdings), ADMARC's asset
 

rationalization, improved cost 
recovery, improving the operational efficiency
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of parastatals, abolition of fertilizer subsidies, increasing allocations 
to
 

agriculture, health and education, and reducing expenditures on government
 

buildings.
 

Progress achieved by the SALs in four major areas critical to long­

term growth are summnarized below. We also indicate several areas in which
 

additional progress would be desirable.
 

a. 	 Slow Growth of Smallholder Exports
 

We pointed cut in Section IV that the SAL process has resulted in 
a 

significant restructuring of producer incentives for export crops, especially 

with respect to their relationship with the price of maize (the latter was
 

raised by 61" ',n 1981 leading tc subst.antial accumulation of stocks at the
 

cost of decreased export: crop production). SALs II and 
!-I have progressively
 

aimed at oringing smallholder producer prices for cotton, grourndnuts and
 

tobacco closer to export parity.
 

The above correction of price incentives has, however, not resulted
 

in as significant a price response as had been expected. 
 This has prompted a
 

recognition that the factors underlying the slow adoption of improved
 

practices are not well understood (albeit somewhat belatedly given the project
 

experience of T-he 1970's and the emphasis in the early 1980s on the need for
 

improvement in the fertilizer import and distribution system, and the
 

agricultural extension and research systems). 
 The Bank's current agricultural
 

diversification study is expected to 
lead to an increased understanding of
 

these factors. It should be stressed again, however, that the Bank his been
 

slow (in all three countries) in recognizing the need for long-term,
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systematic collection and analysis of farm management data in order to acquire
 

an understanding of basic micro level constraints.
 

b. Divr.rsifi cai on of the Export Base 

The Bank has emphasized the importance of diversification cf the 

estate sector. However, investments also will have to be made in the 

smallhoider sector to encourage diversification of production of export
 

cror',s. Smallholder export crop development cannot occur without public 

investments in rural infrastructure marketing and processing such as occurred 

in Kenya. While there has been some growth in smallholder tea and coffee 

production in Malawi (only 12Z of Lea is produced by smal.lhoLders in Malawi),
 

on the whole the Bank has not addressed the issue of diversification of 

smalLholder export crop production. Also, the issue of licensing of 

smallholder production of tea, coffee, burley and flue cureoi tobacco will need 

to be addressed in order for there to be future expansion of export crops in 

the smallhoLder sector. Tn ::urrent emphas is on increasing the efficiency of 

estates (medium and Long-term credit, management training, extension, etc.) 

may be divertiig attention away from this basic issue, which will have a 

profound effect on the nature of future project investments in Malawi. 

c. Budgetary Considerations
 

We pointed out earlier that the Bank's agricultural project 

investments contributed to the expansion oC Malawi's recurrent budgetary 

expenditures. While the Ronk became aware of the budgetary implications of 

its own investments through carrying out an excellent analysis in the context 

of the NRDP Review in 1982, this did not result in a reduction of project
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financing until the emphasis in the Bank's dialogue shifted fcom project
 

lending to SAL's.
 

Budgetary concerns in the SALs have focussed on 
the issue of
 

intersectoral resource allocation (e.g., pleas for increased budgetary
 

resources for agriculture, education and water supply 
as well as for reducing
 

the govern.ent s share of expenditures on the crnstruction of government
 

office buildings). One result of 
the focus on improved resource mobilization
 

through increased cost recovery has been the removal of fertilizer
 

subsidies. This is understandable on budgetary grounds, especially in view of
 

increased producer prices for smailholder crops, but it ir nevertheless 

somewhar: ironic in view of the fac. that the Bank had in the course of its 

project lendirg persuaded a reluctant Na.awian government to introduce 

subsidies, based on the rationale that the process of fertilizer use was still 

in the early stages in Malawi. (Also, as we noted above, slow adoption has
 

been a perqistent problem to date).
 

V...-le cost recovery considerations are indeed important, they must be
 

balanced against other considerations such as incentives for technology
 

adopLion, Near), 80% of fertilizer use in the smallholder sector in Malawi is
 

on relatively low value maize compared 
to Kenya whe-e the majority of the
 

fertilizer use is on high value 
export crops. Yet only 6% of the area under 

maize in -alawi in planted with improved varieties compared to 50% in Kenya. 

Provided the Bank continues to stress the need to develop a solid 

understanding of farming systems constraints, the removal of fertilizer
 

subsidies may not be a serious problem. Nevertheless, it is important to view
 

this issue and technology adoption in Malawi in general, from a comparative
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perspective in order to fully appreciate the extent of Malawi's Less advanced
 

technological progress.
 

d. Parastatal Financin.
 

The Bank's concern with ADMARC's efficiency in the course of SALs has
 

led it to focus on three aspects: (i) day to day operations; (ii) those
 

resulting from ADMARC's investments in Press (Holdings); and (iii) those
 

arising from government pricing policies.
 

Thp lack of earlier Bank attention to the issue of ADMARC's
 

efficiency appears in restrospect to have been partly a result of the fact
 

that, unlike its co,,nterparts in Kenya and Tanzania, ADMARC has had ample
 

surpluses with which tc oper'.ate without needing to be strictly cost effective 

-- a fact the Bank (overlc,)ked. Indeed, until quite recently, the Bank 

regarded ADMARC as a relatively efficient organization. The Bank's new
 

position on ADMAPC's efticiency seems to result partly from the fact of losses
 

stemming from ts having to finance accumulated maize stocks, which resulted
 

from a government pclicy decision to raise maize prices by 61% in 1981 -- a
 

decision over which ADMARC had no control.
 

An additional concern arises from ADMARC's loans and equity in Press,
 

an issue the Bank also overlooked In the 1970s. The Bank's 1975 Economic
 

Report described estates as privately owned and benefitting from favorable
 

tobacco prices, liberal trade and payment arrangements and relatively modest
 

taxation. Competition between use of ADMARC's resources for estate versus the
 

smallholder sector, especially for credit, were noted in the same report but
 

this was not followed up on. The restructuring of ADMARC's finances in the
 

course of the SALs has involved efforts to reduce ADMARC's financial role in
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Press. This has proven to be a Lengthy process although much progress has
 

been achieved.
 

ADMARC's need for strengthened financial management and increased
 

efficiency stemmed in part from the serious liquidity problems it has 
facea
 

due to the sharp fall in the export price of tobacco in 1985 and less than
 

expected maize exports. The restructuring of ADMARC has also involved efforts
 

to enable its management to concentrate on its primary marketing function,
 

selling off of entities that have no direct bearing on its agricultural
 

marketing operations (including swapping of assets 
with the Malawi Development
 

Corporation), and assessment of its monopsony position in marketing in order
 

to determine the potential for involvement V private traders in smallholder
 

marketing. Efforts to
were also be made by Government to improve smallholder
 

producer and 
output pricing taking into account the effect of these on
 

ADMARC's financial health.
 

E.. Land Policy
 

Lastly, in light of our analysis in Part I of the effects of policies
 

toward land allocation in the smallholder and estate sectors, we would once
 

again call attention 
to the critical importance of land distribution in Malawi
 

for future growth. Despite nhe very useful Land 
Policy Study carried out by 

the Bank, to date structural adjustment lending has not exerted a major 

influence in this essential policy area. We would support recent proposals,
 

suggested as part of the preparation for SAL IV. that call 
for three studies
 

of land issues. These are a nationwide land .se and soils capabilities sludy,
 

a study of pilot 
efforts to register land titles under the Customary Land Act
 

(security of tenure, effect on productivity and conservation, etc.), and a
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study to measure the comparative efficiency of the smallho~der and estate
 

sectors in cheiT utilization of the factors of production and adoption of
 

technologies. Given the continuing expansion of 
land under estates, few
 

policy issues are more 
urgent and more important io the structure of future 

agricultural growth in Malawi than that o' land policy.
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CONCLUSION
 

has examined the extent and 
patterns of agricultural
 

awi and Tanzania since the mid-l60s. Part 1 described
 

macroeconomic and sectoral 
policies to agricultural
 

ng the analysis of performance and policies presented in
 

ound, Part 
If has reviewed the World Bank's economic and
 

d advice in 
each country as well an its experience with
 

al adjustment lending, In slhorE, Uhis 
 paper has examined
 

1) where has agricultural growth occurred 
in the three
 

actors serve to 
explain this growth? 2) what has been the
 

he World Bank in contributing to this growth?
 

Performance 

efly summarized, indicates that Kenya and Malawi have done 

if growth of export crop production but Kenya's 

far superior in reconciling growth with equity. Tanzania 

on growth of export crops, including those grown by 

iia's efforts to sustain policies co promote eqqity have 

d by lack of economic growth. Malawi's strong export 

ittention Erom examination of basic structural constraints
 

der production as 
well as attention to technological
 

a adversely affected smallhoLder pem:-ormance.
 

Malawi's macroeconomic policies have been far 
more
 

:han those of Tanzania. These two countries have also
 

le institutional environment for development than
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Tanzania. Kenya built on its admittedly superior institutional base inherited 

at Independence to broaden simallhotder access to inscitutional services. 

Malawi maintained a narrow base in .avor of tne estate sector at the cost of 

incentives and invost:mwn= oppo:tUtAlA S for the snaiLlholder sector. 

Tanzania's experiments with different institutional arrangements destabilized 

the environment for smalLhoLder production resulting in substantially reduced 

production of most cash crpps, incLiding critical, export crops.
 

The Role of the World Bank
 

Descriptions of specific Bank contributions in individual countries
 

have been set forth 0 Part IT in some detail. This brief conclusion
 

abstracts from that discussion a number of observations about the Bank's
 

operations that are more general and cross-cutting.
 

The Bank's consistent focus on the importance of the smallholder 

sector for overall economic growth has been noteworthy in all three 

countries. In spite of this, the aahievments, with the exception of those in 

smallholder tea and coffee in Kenya, have benpr relatively limited. We have
 

argued that the Bank's greatly expanded lending for agricultural and rural 

development in the IQ/Os resulted from broad policy initiatives from top
 

management as well as 
 com external factors such as the general international
 

economic environrment of ; 19/Os. These factors had a significant influence 

on the character of the Bank's development assistance for agricultural 

development -- even more so than did countLry specific constraints, the Bank's 

rich operational experience and the substantial expertise of its staff. In 

light of these considerations, it is not surprising that the Bank's assistance
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was not particularly effective 
in achieving equitable growth, especially where 

the policy and institutional enviconments were not favorable. 

A further consequence of this "investment approach" stems from the 

fact that agriculture is a poor direct absorber of capital at the early stages 

of development. Its ability to use capital efficiently is highly dependent on 

the complementary development of other sectors, especially the infrastructure 

ana education sectors. Lack of attention to complementary investments in 

these sectors also helps explain the limited success achieved in smallholder
 

agriculture in East Africa.
 

In light of the Bank's 
concern with smallholder agriculture, and 

given the somewhat similar natural resource and political/institutional 

endowments of the three countries as well as considerable commonality in the 

crops they grow, one would have expected that the Bank's treatment of each 

country would have been fairly similar. Yet the analysis in Part I indicates 

that the Bank's treatment of each was quite different. In qome sense each 

country dealt with a different Bank because Ihere ,;as not a consistent 

approach to fundamental agricu ur i! development quesCions that was applied to 

each (it is in this respecL that the point made early in Part 11 about the 

influence of individual Bank sraff perspeccives, has particular relevance). 

There Jas a kind of accommodation beteen t e Bank and each individual country 

in which to some extent the policy advice, and especially the composition of 

the lending portfolio (at Least in the 1970s), was strong. y influenced by the 

policy predispositions of policymakers in recipient couatries. In particular 

there was a mutuality of interest between the Bank's objectives concerning 

resource transfers and recipient governments' sociopolitical objectives -­

regional income distribution, food security, etc. While the reasons for this
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mutuality of interest are understandable, the paper argues that, when
 

uperatino1l ;-d Ii Projects, it frequently did not result in increased
 

agricultural growtLh (Onya and Tanzani). rit j to a pattern 
 Of growth 

that, uesptte the Bdnk's best intentions, was not broadbased (Malawi). 

The Bank', focus on pclicy reform in the 1980s has gona -ilong way
 

toward confrcnting the problem of 
coun.ry policirc thot dscour.lge growth or 

that have led to patterns of growth hat are instffic eotlv bcoadbased.
 

Nonetheless, two caveats 
 must be made about the achievements or this recent
 

policy based emphasis. First, the Bank's ability 
to ercourago countries to do 

thirgn that they have been particularly reluctant to do hag beer. fairly 

limited, e.g., grain market liberalizarion in enya, ex:hingq rate adjustment 

in Tanzania (until very recently), and limiciag the licenging of land for
 

estates in Mal.awi. Perhaps in no area is this more the casg chan with respect 

to the thorny political question of land policy. Yet our analysis in Part I 

suggests that in both Kenya anu Halawi this policy issue is oi fundamental
 

importance to long term agricultural growth. 
 While we rec 'gnize that this is 

an extremely sensitive and difficult political area, w, also believe that its 

importance argues for the Ban' arremp ing: 1) to search for creative and more 

effective ways to iiisinuate this issue into its policy dialogue with the two 

countries; and 2) making available the highest quality analytical support
 

with which to do the analysis that can serve as a basis for 
implementing 

potential reforms. 

A seccnd area that in ocr view has received and continues to receive
 

insufficient attLceLion in 
the Bank's policy reform thrust 
of che 19SOs is that 

of building the capacities of recipient ccuntries for agricultural policy
 

formulation and implementation. 
The analysis in thin. paper has repeatedly
 



called attention to the fOct 
that a major contributing factor to 
the poor
 

performance of the Bank's agricultural portfolio in 
the i970s was the lack of
 

analytical and administrative/Imanagement capability in each of 
the three
 

countries. 
 This will continue to be 
a major bottleneck to significantly
 

improved agricuLtraL performarce. 
 The Bank has riot been parti.cularly
 

sensitive o ! is probLem to date 
nor is it clear that nhe [:ank has a
 

comparative advaniae in 
developing this capability. We would nonetheless
 

argue that an a mi:kirum the Bank reeds 
 to exert its considerable influence 
as
 

a coordinato: o. donor assistance 
to encourage those bilaterals with
 

demonstrated comparative aovantage in 
 this area to capitalize on these
 

comparative strengths.
 

Yhe lessons of our analysis of 
the Bank's portfolio in East Atrica
 

suggest that the essennial fine tuning of 
policies and programs necessary to
 

promote agricultural growth wit! require action in three major areas. These 

are: 1) a substantial investment 
in human capital that can create a much
 

larger reservoir of trained manpowr to undertake critical analytical and
 

implementation functions; 2) 
 uilding and/or strengthening institutions that
 

can provide tho ful.t 
 range cf agricultural services necessary for a thriving 

agricultural sectr; and 3) crea-ing c:onsidprably more capacity for data 

collection and analysis efforts that can provide essential indigenous 

knowledge on ah;c" to 
base more 
informed and effective agricultural policies
 

and programs.
 

Since the mid-1980s 
the Bank has moved toward a more judicious blend
 

of policy reform and 
investments than 
was true earlier when 
one was emphasized 

to the exclusion of the other. 
 Our detailed analysis of the Bank's lending
 

experienco over 
two decades suggests tOat 
to meet the requirements for
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modernizing smallholder agriculture the Bank will need 
to do more to: 

- understand the social, political and ethnic factors that motivate
 
government policies and that in turn have 
a significant influence
 
on Bank's ability to realize Bank--funded project objectives;
 

- understand and assess the relative importance of microeconomic
 
factors that influence producer decision making 
in the context of
 
Bank-funded projects;
 

- address the problem of th- risks and uncertainties of international
 
markets -- risks and uncertuinties 
toat, as we have documented,
 
have not been adejuatly reflected 
in the Bank's pc] icy advice and
 
investments;
 

- better determine how to advise countries with strong comparative
 
advantag, in primary commodities that have poor prospects in the
 
global market;
 

- adopt a longer" term perspective (15 to 20 years) for articulating
with the recipient government the requisite components and the 
necessary sequencing of an agricultural development strategy for a 
given country. 

Finally, we 
note that in the last several years in both Kenya and
 

Malawi 
the Bank has begun to move in the direction of addressing a number of
 

fundamental 
cor:. .s that have limited its 
success in the period reviewed
 

in this paper. Efforts to improve the quality of agricultural research
 

systems an6 extension, credit and marketing services all 
focus on problem
 

areas that 
have plagued the effectiveness of Bank programs in the past in East
 

Africa. 
 This renewed focus on some old problems, coupled with an emphasis 
on
 

the importance of appropriate policies and a new (and sustained) emphasis on a
 

strengthened human resource and institutional base, will hopefully allow the
 

Bank to, over 
the long term, wake a significantly increased contribution to
 

future agricultural development in East Africa.
 



Annex
 

Description of World Bank Agricultural Crop Projects 1/
 

The material in this Annex is 
taken from Table 9 in C. Jones, "A Review
 
of World Bank Agricultural Assistance 
to Six African Countries." Paper
 
prepared for MADIA Study. 
 May 20, 1985.
 



WMRLD DANK AIRICJLTURAL CROF PkOJECTSDESCRIPTION OF
KENfYA 


Project Financing Crop Yocum Target Group Exccutinv Agency Functlor a Coaments 

(Date of Approval) ($US Hillions) 

I. African Agriculture 

and load& 

1R0 

Gove 

5.6 

16.9 

Cash crops, 

food crop*, 

Sallholdero 

(primarily 

7Tie 

the 

eprtculrtrei 

Hinictry of 
component 

Agrtchiur, 
of the project would he executed by 

.nd African Affairs. 

livestock Central 

(5-24-~~Province i. Land conrlderation wou'd hq 0he reeponmihility of the 

and Hyane) HInictr7 of African Aft srs. 

2. T -h -nJsitrT of Agricu .t,,r would Provide extension services 

and wouid npprrire loan appflcmtlone en,' provide credit. 

2. Land Settlement IBID A. 40 Cash crops, AmsiaLed owner, .secr0! ve1ono:nt and qtrterent noerd would have pr!ncipal 

and Development U.K. 6.50 food crops. '50 acrac eachl r±Eponelhiiitv for coordintting cnd executing the proiect. lhe 

Col. Dev. 5 livestock & sotallholderG 7-prtv-nt of Agriculture, dcting cc Agent of the Settlem.nt I'oard, 

(11-28-51) Welf. Fund 3.95 (15 acree each) "ould he recponnible for forn develo'ent. 

CDC 4.20 In high potentini 

Covt .50 areas ,. ,h,! Settleant Soard would e:-end credit and tranto t settlers for 

23.55 purchase o; land end Ito developvent and for purchase of livestock. 

2. On-fare would Initially he provided "y Sctleent Officera and 

aoA then by the 7rtenaion Service of the Department of Agriculture. 

3. Kenya Tea IDA 2.8 Tea smallholdert The pro lect would be ipp!eented hb the 
7 
enyz Tea Revelopment 

CDC 2.7 Authority (KTnA) establiahed in 1960. KTA eatshliehes and 

(7-21-64) KTDA 1.3 finances tea nurseries for the'ozoduction of planting material sold 

Goy'. .7 to imallholdera for cabh or on credit and it supervises smallholders' 

7.5 plentinp and cultivation. It collects the green leaf and makes 

arrangements with fnctnries for the processing of miallholdersa 

green leaf. The protect .o,ld finance th- construction of additional 

factories to be owne(d and operated ETDA. KT5A in a bonopaony 

buyer of tea leaf. 

A. Agricultur. Credit IDA 3.6 Cash crops, Smallholders The Agriculttiral Finance Corporation (AFC) would have priptary 

Govt & AVC 1.4 food crops (farms in the responsibility for sdrminietrstion cf the credit program with the 

(5-09-67) Renef. 1.0 livestock high potential assistance of the Hintstr, of Agriculture. The agricultural 

6.0 areas where extension aervices would be responsible for drawing up of frim 

holdings has heen plane, technical apprelna>. of loan applications. and supervision 

consolidated of farmern during the loan period. 

and registered) 

5. Second Kenya Tea IDA 2.1 Tea Se.allholders KTDA (see above) 

Development CDC 1.0 

genef. 5.1 

(6-11-68) W.2 



KEHYA
 

Project 

(Date of Apprc-al)
 

A. 	 S4econd Soaliholdars 


Agricultural Credit 


(11-14-72) 


7. 	Kenya Tea Factory 


(5-14-74) 


8. 	goup Farms 

tehabilitation 


(3-11-75) 


9. 	 Integrated 

Agfi-culturas 

Development 


(7-09-76) 


10. 	 Third Agricultural 


Credit 


(3-29-77) 


Financing 


IDA 


Govt. 

Farmers 


laRD 

CDC 

Govt. 


IBRD 

IDA 

Govt. 


Govt., EAA 

or other 

Coffee 


Hgt. Cos. 


IDA 

I12D 

BADEA 

Govt. 


Farmers 


IDA 

Bank 

Govt. 


Farmers 


5.88 


1.82 

1.54 


9.24
 

10.4 

6.3
 
6.0
 

22.7
 

7.5 

7.5 


"
 
3.' 


4.5 

.
 

10.0 

10.0 

5.0 


6.0 


4.7 


20.0 

5.0 

7.3 


7.7 

Ah.i 


Crop Focus 


Cash crops, 


food crops,
 
"Ize 

Tea 


Coffee, 

mixed farming 


(mate, wheat, 


livestock) 


Cash crops, 


food crops, 

-livestock 


Cash crops, 

food crops, 


livestock 


Ta-get Group 


Smaitholdera 


Ites 	processing 


Large-scale 

farms 

(3 districts 


in Rift Valley 


Province and 


2 districts In 


Central 

Province) 


S-sllholdere 


(14 dilstricts 


in Eastern, 


Central,
 
Nyanza and 


Western 


Provinces) 


Small-scale 

and 	medium­

scale farmers 


(20-400 ha 

farms) and 

input suppliers
 
(2R districts)
 

IxecutinA Agency Functions 


AFC (see above)
 

TDA 	(see above).
 

AFC would have specific responnihility for Prolect implementaton 


under the direction of a steering committee. 


1. 	AFC would establish a Large 'arm mns aferent Section with overall 
It wouldree.nnsihtlity for project implementation and management. 

he responsible for approval and supervision of IndividuLl farm 

mnagera. cnauring that the development plan prepared for each farm 

le Implerented, ztnd for the provision of credit to the large farn. 

2. 	The Miointry of Agricolture wud provide general extension 

aervicer to the 16rp ftnrme. 

The Ministry of riculture w+ould hve overall reepons:'LliL; Zor the 

Invol1Ing the Cooperative Tank, theproject. Autecta of the ptoject 


Kenya Hatiouril Federation of Cooperativet, and Cooperatives liniona 
and
 

Societle. to ;)e carried out by the Ministry of Cooperative Development.
 

1. 	T'e supply of inputa woulh fieorganized by the Program Unit. 

Mont 	Inpute would he piocnred by the Kenys National Federation of 

toCooperativem (HFC which would diatrithte the Inputs 


cooperative un I ne.
 
2. 	 !redit tor far Inpoat wnoulh be chnnneled through either the
 

Lank and unions or to a lesaner extent tt.rough AFr.
C~operative 
str-n¢then these 	credit institutions.
The 	 prolect will 

by the HOA.
3. 	Fxtention service,- would he p ovided 

4. 	The project woul, !fsprove the marketing and storage capacity of
 

the HKP ,7e snd Prod,we Hoi:ri (hPR), the national annopsony buyer
 

of Rout food cropa. 

The 	project he br.jerntedwoild 	 by the AFC. 

Extension atnff of Land AnO Farm Management 

Division of the Minlitry of 'griculture will prepare
 

farm budgets and provide evteno!on services to project farmers.
 

Coamenta
 

Mixed farm
 
component
 

costed at
 
US$6.8
 

million;
 
coffee eats
 
component
 

at 11S$12.6
 

million.
 



A
9___ 

Project 


(Date of Approval)
 

II. 	 South 


Nyanza 


Sugas 


(3-29-77) 


12. 	 Sura Irrigation 

(4-07-77) 


tinancIng 

25.0
IILD 


sppliar'a CreditL 

Cermany ,. 


4.2
India 

13.2
vIa 


E. Afr,cs Da. "rik 2.4 

Extibank 2.6 


AD9 	 5.5 
23.7
Govt 

Hehta Group 1.2 

Company Salt­

geSneratad fundi 8.7 
95.1 

Taxe L Duties 10.0 
105.1
 

ial) 34.0 

IDL 6.Q 

1by 12.0 

Netherlands A.& 

UK (OW) 8.5 

CDC 8.5 

COVE . 10i.6 

11. Marok Agricultural IDA 13.0 

Divelopment CIDA 1.4 

t ovt 1.4 

farmers 1.0 

('2O )ii 

taxes 0.1I. 

16.9 

14. Sugar Rehabilitatlon 1IRD 71.0 

AD& 6.0 

(12-05-78) COK 3.5 

Sugar Cos. 46.9 

129. 

taxes 9.6 

"W.U 

Crop 	 Focusa 

Sugar 


Cotton. 


groundiats. 


Maie. 

cowpeae 

wheat. 


rapeaeed. 


liveatock 


Sugar 


Targat Group 

Estate/ 

amalholder 


outKrowers 


(Hyanta 


District) 


Sm.a lholdera 
contract 


farmers
 

(Tans River 


District) 


Medium-cale 


farmers (more 

than 20 hi) 

(NMrok 

District)
 

ucIleus eet&t0e/ 


anallholder 


outgrowerk
 
(yanne Sguier 


MPI aud 

Rotlet SuRar 

Zone) 

Ex.cijt . A.:.,-y luncttons 

Thti pro tact w iul he executed ';%y South Nyanza SuPar COmpany ld. 

The ougar coapany ould furnias all production Inputs to outprowere 

and recover Ito cortE upon delivery of tarpor&' cane to the factory, 


The 	 rompany would also
which would Le !tnancetunder the project. 

pr.Jvida erteneion earvicen to out.rowes. 

(MIN) would have overall 


for carrying out the project.
 
The 	National Irrigation Board 

I. 	 The Nlt ould purchaac tripu req.ired hy fsrwzrs. 

Inputs rnd the operatIvr gnd maintenancP coutE .! 

eyrem wuuld he ;oeaid h) zt te fer tram cotton 

hy 14tL.2. 	 Fxtznsion sarvirce w-ul- ',- vii. 

3. NI woulA hzvc 

cotton, which 

opersted ty N 

.
The 	 projzct ,oul& 

normally .poueil4 

Director of t-' t 

ae 


2. 

Iia 

project coctor. 

seedr~onovtoriy turctlceing riptite to tenrtna 

would Le proceeeed itlheO pinner" t nzd and operated 

,n 	 flneicc.~ ur.aet thc Dtojact. 

b. 1 lct1e e d through the diettict level servIcce 

for the vtro.,oe ctitittes concernod under the 

Yc P,, ulFrzrl Off ict, wl.o wc..ld " slgzsttiict 

the 	project.

rE% 	 crop cvclopnnt and pr,cesc_;. comeponntsGold 	 etcute 

oira 	 tione through
I. 	The sugar conailes would finance , 

would dedact 1-t" rep e nt from the 

formars" cans 
outgrower loans znd 

sale 	proceeds.
 
0,s 	 cane In Lasir factoriee. 

2. 	 Thes sugar cozpanies would procen. 

which wcild he rehabilitated and expanded under the project. 

.cctEuVu- :,vd1' 

Se&r or.,; :'nJ v.'i ', -"vr,r.. 

Ilttric, o ft '" "U C, 

Thie 	 pro 

Pro tc 

project w-ld -chbtlt'tci 

responsibillty
 

Coat of the 

the Irrigation 

ale 	proceeds.
 

-
[ 	 c'oeJ e inn cc rvices. 

r ! .- i 6 hl. p rav dted throurth the 

, -iii; be etren ~tiened under the 

end 	 exptid! ' -, -u--r co=pnied which 
of 

Cca.snt a 

The 	 pro ject 

would develop 

2.650 ha
 

nucleus estais
 

sugarcoat
 

and 	 7.AiiA ba 

ouitrowoer 

&Ar~a
 

would 



KENYA
 

Project Finqncing Crop Focus Target Group 

(lat of Approval) ($US Hillion)
 

IS. salhulder Coffee 	 IDA 27.0 
 Coffee S"-allholdero 

CDC 15.0 (all coffee 


(5-22-79) Co-op growIni 

Societlea 11.5 areas) 


Govt. ft.7 


16. 	 IADP II IDA 46.0 Cash crops, Smullholders 

IFkD 17.0 food crops, (15 districts 


(12-OG-79) 	 Govt. 16.4 liv stock In 6 provinces) 
Firmers 5.0 

91.7 

taxes 7.3 


91.7 


II. 	 3artago Filot IDA 6.5 Livestock, SalIholder3 

Semi-Arid Govt 2.1 drought (Itarfnito 


8.6 staples District) 

(12-;1-79) taxes 0. 


8.8
 

rxecuting Agency Functiona 	 Commints
 

"The pro ct wdl Ir naoried and Implecented by the existing IADF
 
Karispinme;i Unit within the HIltry or Agriculture. Those aspects
 

pro lect tcIn ­of the which -'c CooperetIve F&r of Kenya (CBt)
 
un! onae or. oc let es .-- I - -:r~ie.'out by the P4pertment of 
C .op t i ev l 0 _--nr 

TTe 	preCo c' ko n ' r Iteo' co'fze, r Le arv c,0 of 

2, 	 jte proi'ct de credit -rouh the Co­p-crovi clth-ter; 

operxti-e tzir of r-enyr to farn era to rehbtiitate their holdings.
 

3. 	 The proec,- old conctruct 14 ne- '_ctorlvc nnd rehabilitate 4A 
i.ore. nhe fectoriee are owned -y iocal coope-ative moclettes,
 
mezherehip In Ohich ir cocrulcor ior oil coflee growers. The
 
C.offee toard of renrc pC)rc hes nR rights to all
 
coffee produced.
 

Oversll rerpgnrIbW!Itr for !ArP icrle~intatlon wo:!6 reat with the 
newly created Ptorct '=nep-nt nd Evrluctlon *lnic r o' WtA. 

.. The ;?iFC ,!d -	 principel auppliar !,poti it.tie 	 of to members. 

ft would heb tenptird kinder 	the project. 
2. 	Vile operetton of t.,K Cnr and the A'C would be ctrengthened
 

to eneble then to on-ienl the additional funds provided hy the
 
project.
 

3. 	Thc eztene'on icrvtcee of the ItOA would fie atrengthened.
 
A. 	 "The ctorape Lod transpore fctilitiee of eanp, of the cooperative 

unions sn,' :ocletiea era expected to ho Inaufffclent to market 
the lncreec.-d rcAuctton protected to occur under the project. 
Tlhe project vould provide additional storeae nd trancpo't 
facllitizz. It wou

t
d alto increase the ator&i tnd erketirig 

facilitles of the IteIre and Produce ?,oar'd(P?}. 
5. 	The project would c:osolidate "a Cotton l.nt and Seed sarketInR
 

loerd MC.S?11,)poff-hi:veat tctvirtes.
 

The Prolect would he organie-A eon man red within ,e framework 
of the exietlr g inetirutione of the 'arlngo Pietrlct Aw-nitration. 
A Project Courdlnat!n. C,eItte would. ;i* *ateblihed to supervise 
and 	coordliste the pr's l. 

Project i a pilot effort iesigned to teat a ntueczn of different
 
packages so the basis for disign _n r developownt program for the
 
ere. l.ittle Invemtment is alme at ImeedIate increases in
 

agricultural product Ion.
 



KENTA 

Project F nnc n Crop Focus Target Cry-sp Fiecuttng Agency Ftinctlore comnta 

(Date of Approval) ($US Million) 

15. Fourth Agricultural IBAD 25.0 Cash crops, Not specified Th 'roject would finance technicl services to Improve AFC's 

Credit IDA 30.0 food cropa, (national) operating capact. and e line of credit to asslt In finAnclng 
rovt 12.0 livestock AFC'z landinr program. 

(5-19-01) 47.0 
teee 3.0 

50.0 

19. Cotton Procesaing IDA 22.0 Cotton Jimproveent of A Prolect Cro-r,i-:.zngiSteerint Cooaittee would b* eetahlished. 
and Rarketing Gowt 7.3 post-harvemt CISIS wuld continue to be the wzin Institution responsible for 

29.3 handling of for ioleenting Government policle& in the cotton sector. 

(4-27-82) taxes 4.1 cottoni 
Y3 J' . CI-SHM I~ur!nr tets- for nce.3 cotton operrte In &rasa wh%.re 

coopere mcjv fctn ',nfq too weak to undertake marketing 

S he ohort-er., L',ever. the prenrrz A[worganization of the 

finnerlet 
tr=nzpot 

-nuplei iith 
pzeme would 

poor nackward 'iepea to the 
ca 

3 
e trenAport of ered cotton 

huyin; anc4 
to the ginoerlem 

prohihltivel y expennive, e waitinr ti-e at VinIr, centere and 

nt huylng centerc enA ginneriec would 4r1iourape private truckers 
from carrytnp out their tlake at affordaHle prices. Thereforq, CLSKA 
eonu!, during the proJect periId he rerponaible for orgrnt-,7 arA 

coor(i;Intinr trn~rport of ceed cotton from aJying ceters to 

ginne-,ic cithet In it. o- trucks or in thoee o"ned hv connereatvea 

or 
1 
t prirtte tuccker2." (SAP, para. 1.f!). 

1. The proleci uou',1 teprove FSHr-(n ncorcrq ;- !itiet for aeed cotton 

and cotton intZ. 

4. Tho pro ,ecc uculz rechjM:tc e n! ccoperatfre end CLS'" 

ginning fac I it. 

20. National Eatension IDA 15.0 elso, beans. Smallholders Overall rerponsihJIlty frr <:T ntetion wuld he with the 
IFAD 6.0 cotton. (national) Hinistry of Agrtcuirur-. 

(6-14-83) 'ovt 2.5 
S 

coffee, 
ugarcane, Under :he pro-ect. Tenva'a Apriculturzl (crop) extension services 

taes 5.1 potatoes would be reor~tnlred and intenaimed foll wing the trasiing and visit 
2 .-rsystem approach. 



TANZANIA
 

Project 
(Date of Approval) 

I. 	Agricultural Credit 


(!1-23-65) 


2. 	 Flue-Cured 


Tobacco Project 


(I0-06-7C) 


3. 	SmLallholder Tea 


(3-03-72) 


Finunclng 

($US 	Hillion) 

HDA 5.0 

Co-op6. 


NDCA, HI)C, 

& private 


technical 


partnera 2.1 


IDA 9.00 


Tobacco 


Board .R8 


Govt. 4.85 


14.73 


IDA 10.50 

NORAD 1.86 

Govt. 3.72 


16.08 


Crop 	Focas 


All 	major 

aAricultural 


products 


Tobacco 


Tea 


Target Group 


Saalholders 

(national 


in scope) 


Sallholdera 


(Tabora and 

Hheya Regions) 


Smailholders 
(areas of 

Rukobs 

Went lisamhara* 
Rungwe, and 


Iupertbe) 


Fxecuting Agency Furctions 	 Commsenta
 

NIDCA (National rieveloprent Credit ARency" Is the implementing agency. 
The project will provide ahurt-term credit In the form of 

fertl:z-rs and pesticides. nedlum-term credit for farming, 
diilryiii,, :.iq fi h qliieqot iceot, an lnnjK-term redit !or tea and 
einal rn:i!iholder devalotrncor and light cglc-Itturai processing 

fuct litl . The prolect w-, A leai, to pnn farmers' 

o,)le r tt!ve. 

National otlcco ;! cl,;-, ,t u tUhe r.: bllty of thVe 

HinIrtry of A r!cni 1ore, .,t-r-tivea In whichIoInm a 

Tobacco Sccr.0 n , ,e tontel~chsi activities., coordinate 

A Tha cco Prolec ,d t Tabora overseew€il,ltz ,: in to 
3l. flue-cu.c I tobeccn evelo,[ejnt in the praect area. 

Credit provld-i ur.; r tit : t f ermers, cooperarives,
 
TTR (Tanganyflkc To .r , nrdi), z-l TTC (Tanzania Tobacco
 

.- 7ceding C~ompanv) >i rr -. ch, iieled through the NIDCA.
 
IH'.:Aw-tuld te reapeynrci. fo-r procuring iarn Inputs.
 

2. 	 Fxtensfon eervice dci ory the Tobccco Projectny 	 Croup. 

3. 	TTR onopacoy .h,,flfn rigite to tobacco crop.har 	 mo; 

4. 	 Project wl I con.ntr-v central atorage, procesaInR, and 

nuctioning fecslitloe . Proceselng IP carried out by the 

TTP( ,ide: the control of the TTR, wich-f If, responsible (or
 
totacc, m artLetirng.
 

The 	pro jtc. oid Le exer,red hy 
T 
anucf: K,. Authorit' (T-TA). The National 

reve i joent 
I. 	T ProP,IL t ie credit chin.tel fir ktana (o "TAand the .ooperattves. Credit Agency 

To T7TA It i l ale avaiiait ,credit for the proceai1ng equ I ent. was renamed 
lest coltct ion uervicut, office .qulpoment, and the establishment Tanzanian 

o.' nuree - ca. To tie cooperet Ives it would make avsilable for Rural 

on-lendin to project grover:i the funds required for financing Develop-0eot 

tea at, t ant fert ili ner. g fixed ta, would be deducted by TTA Rank (T ill! 

factory or repayemc: of TPIIBi loans to cooperatives for purchase 
of plant, ig material inri ,teriai land fertilizer. TTA w ldi,, 


remit th ,-proceeds of , -, directy to TRDR.
 

-t
2. 	 Wxtenaloi aervicee pr ; TTA. 
3. 	TTA's leaf collectiot ani proceutlng capacity would be Increased
 

under tI.,prolect.
 



TANZANl IA
 

P:oject 

(Date of Approval) 

4. 	Celita Cotton 


(1-08-74) 


5. 	 Cashewnut Development 

(5-21-74) 

1. 	 Kigoma Rural 


Development 


(8-06-74) 


Financing 


IDA 

Govt. 


1RD 

CATA 

Govt. 

IDA 

IINCDF 
Govt. 


17.5 

6.5 


T 

21.0 

4.7 

/.6 


- .J 

10.0 

1.5 

1.8 


Crop 	Focus 


Cotton, matte 

Cashawnuts 


Maize, beans, 
cotton, 
groundnut. 

Target Group 


Btailh0ldere 

(Celita 

Diatrict 

in Muenra
 
Region) 


Smaltholders 

(Lindl and 
Htwara Regions 

and the 

Tunduiu
 

Dietrict of 

Ruvumj ee !on) 

Smqllholdere 

(Xigone Region) 


Exectiting Agency Functinns 


wt'h at aiould met oa gent­

utonomyur, dvialon of the Tanzanian Cotton Authority (TCA). Cotton 

end ".Ire :&nitetln ore hanelett hy Atatutory marketing agencies. 

Project linit hesd&ortere ;eite he up c 

1. roirct ouli provlde fior procureneot officer to he attached
 

to TftF, to heodle n rcPenl inr thic and other IDh projecta. 

provide in thecolect will -redit I od for purchase of seasonal 

!nputr for cotton ?i'i v ze t hire of traecto- services, and 

the purchase of trnctorv. Crelit oule te channeled through the 

TR1). rolect wil! provide cooperrtlve crn r superviLors. 

Cooperctlvec uA deit'ct credit repsy-tentn frota fargaers' cotton 
alec proceede. ;Il ottvon proeze woui by required to register 

with the coopergt-vc (r 'Ich they would teli their cotton. (n 17 

cotton ;,rowera 0.1oild rCeI Ve cmiiti for rtire inputi. 

The 	 project wool! he I .. oted tiy tht ('ahewut A.,thority of 

Ton.rn.'a (CTA}. ,:ne hody cce ktititofTin l973,
 
denignated to coon'inote ntl rp-cte of prodoctloti, processing and
 
warketfnR of ccAh nutn.
 

!nd nt 	 up 

I. An ezt!naton ane Frrng servtcc wooid he cet up within CATA.
 

2, CATA hoc voopconT rlpt i to rurchecec of :cu carheunuts.
 

3. 	 Froztct -o-1d fnanci- CATA procceonc in-I etorage factlitles
 

for f. t Shell lfqnid.
 

The 	 tIetioni I'-velnpmer-n Dlector wold ic :-eiponzbhle for overall 

protect plonninr Aad I p .eenEation. 

1!. 	 The rteplonal Cooperctive !Inoon (!.ion) vouid uhilt a loan 
requeat to TRDR to cover the reiuentr for seaeonal Inputs by 

vIllcage approved by the un1i. Tht Unlon wvold also horrow 
r-ilim-ter- credit from TR?, for itr own transport needs and 

for 	on-lending to vIll gen for prouctfon infrastructure.
 
TRtI would pro,.ure the Inp,;l for zpproved loans ani, arrange 

for their ehip-enz to Tilooe.The nion would arrange for 
iletrlhution to te villnper. 

2. 	Union wuJld huy end collect -iliee cropt fron which seasonal
 

credit charges are dedoten.
 
3. 	The cooperatIvee act ae earkt-ing aente for the parhstatals.
 

The maerlettng of maize. !f-neis. cot'on and groundiaits io
 

controlled h ptrati tnl oith onnopanny purchasing riRhts. 

Comments
 



Financing 


($US Pillion)
 

TANZANIA
 

Project 


(Date of Approval) 


7. Kilonbero Sugar 

(-5-74) 


G. 	Nattonzl Katze 

Project 


(12-23-75) 


9. 	Tobacco Processing 


(9-07-76) 


IBRD 

IDA 

Dutch 

Govt 


Danish 

COVt 

Govt 


IDA 

APEDIA 

GoVt 
Farmers 


IDA 

TAT 

TTPC 


9.0 

9. 


33.0 


17.3 

9.5 


".-8 


18.0 

5.0 


11.1
 
4.0 


38.3 


a.0 

0.8 
2.P 


I1 J 

Crop Focus 


Sugar 


Katze 


Tobacco 


Target Group 


Mucleus estate/ 

alalholdew 
outgrowera 

(:floea 

fistrict In 

horogoro 

reglun) 


Smallholders 

(national) 


[Tanzanlt 

Tobacco 

rocessing 


Compony, ltd. 

(TFPC)| 


PFecutlng ARency Functions% 

Ktilohero %gar Company Ltd. (VSC) would have overall 

respoulhility for ,ansgtng the protect. 


1. 	Cost of cil dvelopxent and extension services 
provided by F voul he recojertA fros o.,tgrowers 
by deduct!oGn ifrom 'ene GolC2. 

2. 	Pro etc would ftnance the :-nrtructton of a 
auger fzctorr. 


A P.-,)"ct Srvlcinr ttnit i.FqlW wouid he established in the 
Crop Production D!v!aIcn of the Hlnferry of Agriculture. 

1. 	 Thc PSI? would bt rfhIl ror r,ocurlnn and 
dtetit'utu ng oa1:r p=oa.tcrr -m7nputr &old for cash
 
At 	 guLoIdiZC2 Dr!cex. 

2. 	 PSI) iL-uld provide tcihoir.i u'ppor' to rrplonsl 
aprtculturni ctsff,
 

1. 	 Tr. o : ge ono the prf|ncv cprt: cclat[es would 

p t.chnje osre nt thc vlIloge r*, as agents oforfng 

the regionn! cocpartlIe unicn, in .
frlIturn would act 
PL mgen' for' I.,- HatlonaaHl ~ Corporatlon (KHO). 

in rtglor ,N the cooeec:t~vc lc unahle 

to naft ffc1lently. *hc 1K cold purchaseeaic 

dfrectl7 fr' pro tct vIIlrcc
 

Tobacco Authort;,' of Tunn (TP7) o'rv livc ovetall 
rasponsihillty for proect 1iplertntction. 'fPC would 
have specific retponalhitflty for the -iqpanalon of proceeing 

facillties" caparty APd ffor the constr,;ctInn of stor4FKe 
and infrastructure at the piAnt. TTPC to a wholly oword 

saihbidlary of TAT. 

rom 	enta
 

r1velopment of 7.*Of-scre
 
sugar eatAt. flevelopen 
of ?.40 acres for out-

Xrovers. Fxpanston of 
,,20n acres of ezeatinr
 
oLe.roUers land. 
Fetate and outgrover 
propran costed at 
II .0lamillion; the 

factory component coited 

at iISS12.90 Ri1 on. 

TAT directly responalhle
 
for all facets of the
 
tohAcro Industry includi 

eupervlafnn of provers; 
reerarh on cultivation, 

processing and marketinp 
control ovc transport 
and Drocessing; and the 

r-Pidy*Inn of wwArketinp. 

http:iISS12.90


TANZANIAProject Financing Crop Focus TarRet G;roup Fxecuttng Agency Functions Craientl 

(D:;te of Approval) ($US Million) 

10. Tabors ltural 
Develotent 

IlA 
Cannda 

1.20 
.80 

Cotton, 
goundnuta. 

Smallholders 
(Nzegr and 

The Regional Adminiotration .ould have overall responsibility 

for the protect. The pro 1.ct would he executed through the 

(4-26-77) 

ODH (UK) 

GovE 

geet 

5.60 

%.26 

.64 

0ogiva, paly liunga 

Diatrtcto !n 

Tabiora rgn) 

ReglonalInd IIc,Iot 

aproprlate ;ilel tie 

Officcr nig I? h,In 

toot t a 

Alr.-t i,n 

ro t1 

un its or oarastatals an 

f t he -t zonAI Planning 

ordlin to~r. 

.. ;"i~e -:o . "- 1,.]c i "i by the Regional 

2. -o, rti.t ctl or,i L.yc 
t 

wvo c-, nue to be 

.eapoo1ih" I 1r 1,ti i .. of t-torove4 veed and 

liciCfor co',:, or:.V O;-o'fll5 The ?Xlnistry 

of Agrlc1 Irf 
4 

o 

paddY- c iJ i YL 

-

cncv~- o:): 

7, 1 p-

~ 
Isr 

Icag 
."r R r oilrd,lt 

17i tR or 

tc provide 
a to0 the 
paddy 

ii. Second Cashewnut 

rtivelopment 

(5-16-78) 

IDA 
Grcvt. 
NBC 

27.5 
6.6 
2.2 

Y61 

Ctaphewnut IC-alewnut 

Authority 
Tanzanial 

of 

The vroect 

C e-;e:Iirit /.r 

The proiecr 

Infreatccc,;rz 

toe extenorl 

-. 

fii.,lc -, 

r 

: 

,ntl 

,ent 

, ch,'-

or,3jI. n 

-,!, -,-!<ow y the 

'- related 

oi:.)ceusfrnr facilities and 

It-le* for CNSL. 

12. Tobacco Hndling IDA 
Govt. 

I.0 
6.5 

Tobacco Smallholders Tobacco Au:l.:r 

responiit ! 1 " 
v or " 

1"", pr-

:' 
t 

T OId hCve 

I.t 
I 

o 
n 

. 

overall 

(5-16-78) 2n.5 

for 
ter' 

:ti, 
cr-i 

ps:; 
.n 

r ) 

o -orI' 

;t lv:hoe 

- ,r the 

n-, haig, anil .e~tiuw­

runotrl t ton ol baling 

2. The pro 
In i :r 

e:n 
in0r 

.--no 
Tt 

Ar-!,-:r1c-il;-
-, 

lw I. 
n i 

nne 

fr.-)e trnpe 

a-y 

fxeil!tlea 

t:veetments 
and 

hervl-e-z. 

13. Hwanza/Shlnyang 

Rural Development 

IDA 

IFAD 
Govt. 

12.0 

12.0 
4.8 

maize. 

aorahum. 

cassava, 

Snallholders 

(Nuanza and 

Shlnyenga 

Iaplennt:r o f'n. 

under tie ,o:d 

egoeA A- rtro 
! 

rc-A;,rn coponent wruld he 

onfli-t of the respective 

,pnt ,-gficer. 

(5-23-78) Benef. 1.7 

30.5 
liveatock, 

cotton 

regions). 
I. Tie 

woild 

Tontan! Cnton 

he resrotilor 

A ithlirlty or other relevant afenclea 

, fir traniporting to the vll!x.ea 

the inprove! ev-e.t; anl iren-ai ng provided by the protect. 

2. 

theue Ir 

Exten eon 

p -it-­

a.vh.-i 

lId 

-,I., 

!,olAIn conperatIves. 

he te r ,aponnihillty of the 

Isotrict Agrit,-olira vilojeii ifficers. 



TANZANIA 

Pro ject 

(Date of Approval) 

FI nain I ng 

(SIIS 1IIlI b0) 

Crep Focrse "a rget Crotip Fxite-er , .Agency Fnec-Ionn Co-enI a 

14. Taneanla Rural 

Deelopment Hank 

(3--F4-P ) 

IDA 

Covy 

TDOR 

i o.no 
I.qR 

. 80 
12.7R 

All crops Sm.ilIholdera 'nip pro lv, wfeetloi Ht re, leehn TDF 
proede ltmSilllat I fio I r-el! 
to uelllave! for ror l, vel t.], 

inetrer tIlv r - ,, veref t r t tr,); 

at; tEn Institution and 
for on-len,41ng, primarily 
etet tttl e. rredit Is 
- r.ntt , 1 9 ,ewt.|

1 
IcI, are 

",3 
it f 

torI d 

"" 
r 1t . 1 1,~ 

-hapote 

t o el 
tttte 

iit 
t-o 

r-r i g~e ott 
vr,:t.e. 

ofI t I t proceetis 

15. Pyrethrum Project IDA 10.0 Pyrethrum Smallholders T. Taieio L,,oT t .i,, itt, ;! -,,i!,v re poeethllty I for 

(4-20-80) 

COVE 2.7 

22.7 

(Kbeya and 
IrlnRa 

IeetoeI'-.eer er toi tt it reli.ov ie..onent itf th)e n r nIect. 

regIons) 1. TFp eFeeent| ito.,ih.-. eel, I t i, ryre. i p!..tnt Ieeg reteriaI :ree 
of r ha r Z. At.""11,ee.-rd o Il,- I '!t~Ce-rte'.i 

2. TPH Itea xinep.; e-it helie ot' 1tilt pyrethroiz flowers. whIiche 

16. Crain Storage 
anl Milling 

(5-06-80) 

IDA 

CoVE 

43.0 

14.4 

SIr 

Crain INatinnal 
Milling 

Corporation] 

T7he project " otti bevireeve-
strngtthten t 

0 
e !ne,: Iteetlrl 

tritnsport, uteere tin,l 111l 

e--.g-eee-t precitcbeI 
-ate ty if NHC 

tool crops. 

antd 
to procure, 

I. Snallholder 

Tea ConsolIdatIon 
I'DA 

HORAD 

14.0 

1.6 

Tea Smitellihldern 

(Rungwe, 
Tie- vroetrr wntil1 
Au hortly (TTA). 

Ie mnr,lPeent-1 by Tar;.enla Tea 

(6-01-80) 
Govt 4.2 

Iq--
Hlnpehe, 
Rakoha, and I. See Fitt eoaeilholtr 

T 
ea Protert for a description 

le"Ihoto it TTA' actt IIt le,. 
districts) 2. Tl~ Gee-cocl re0 1se -oeIti f !e na 1-tIy a iiarjRIna I area 

plant thl 

Jtecreteileete 
c.e e t,.r y. 

e'rop.ea 

Teteo 
rf at vet "ilie Y. and tole, focua on 

1-et ~-?, I-rtice-euslg Aent storage 

18. Coconut Pilot 

(10-07-80) 

IDA 

CoVE 
6.8 
1.7 
R45 

-nconists (PzItaarl I-, an 
aRrltelteeral 
re earch 

Tni. 'inelit ry 
.ore roCt. 7-" 
. "I a'ltio ez 

(,f rlc(,ilre 

C-e.,r Ajererv 
Ie pt l1t pl.. 

-lt 

for 

:- f 

it reeprnslte for the 
T-e'nfral Cfofleret Ion, whlch 
tio;1 eNt tonte ,rooo ut 

pro eecl I ieieoh en L Pr Fer- l,-1A t- e tontrejovee to !Apl,-te nt the 

proe lt-rt . i71- pree .teli Ieit to the teereelet Ion oft a 
te telcel v .kare for t; Cr.,: pre teti r lr o cI'ee reeet tnd 
t- AbID elr l it tf to (eirr etl trele-ttr, re-lateA to tle 

redalllltrtoItn of the torenet lente t ry. !z has ein lrect 
sete~t Iieliet Jitteittlr[ i~f t e iteltlteeeeett 



HALAUI 

Project F Inanic ln Crop Focuns TarF.et Grcur frec ittn. A~ency FtonctionB C'ominnta 

(Date ot Approval) (SUS Hillion) 

1. 	 Lilongwe 


(2-01-68) 


2. 	Shire 


(2-01-68) 


3. 	 Lilongwe-II 

(5-04-71) 

4. 	 Karonga 


(1-18-72) 

5. 	 Shire-If 


(3-20-72) 


6. 	 Lllongve-III 


(3-20-75) 


IDA 


i.ocal 

IDA 

Local 


IDA 

Govt 

Iarmers 


IDA 

Covt 
FYarsr 


IDA 


ADHARC 

Covt 

IDA 

0

INCt'
Govr 


Farmers 


Dzala hyaema
 

Itanch 


ADHARC 


6.0 
1.0 


7.0 


1.70 

.94 


4.64
 

7.25 

.94 


.40 
A.59 


6.T 

0.8 

0.4 

7.8 


10.5 


1.3 

1.7 


13.5 


8.5 

1.6 

1.0 


0.2 


0.2 

3.6
 

12.1
 

matie, 
grouninuts, 


tobacco 


Cott--, 

maize
 

MaIze, 

ground.:.- a, 

liveatock,
 
tobacco
 

Rice, mAize,
 
cotton,
 
g.-o Atid,,tt s, 

Ilvestock
 

Cotton, n Ize 


sorghusa, 

groundtute, 
rice, cocon
 

Haire, 

routtdnuts, 

tobacco.
 

livestock
 

SmAliholdeis 


Smallholders
 

SmallholAers
 

Spallholders
 

SmalIholders
 

tiiv p.olet, an, the other art ,.eloprent projects, uo~sld b 

exect t., by Pro.%ran Or$ i.P eti op intier the ARricultaral 

%ravelpmentKranch wag 

eet lItshe.! hili.nt the rietartwent of AV.rIclIture to asaee 
Rleveiop'".t %r~nl,. The Avricultsral 

retpunnt~h ll~y tor "I.tir nsricultura !eu~ pn FcVetue (the 

nr( ment of A-rtrult re w- .srer t:p.yradel t; Ih' Kinlsstry ofr-

I .	 *fle F., mer', HzrCt tignt i f re,am-4 AJV tAYC it, 14'70) wotild 

1 c~ , ricr f-r g.i; credit 

repny~nt 1. colie te Ai ,. i .1hroy d i t. GP-c.n iro• crop 
2. 	 Progrem tuteftfii 1 trrrt 

arlee to FP. 

3. 	 Firension woul.I 1 providedA by Prlizre Srtff. 

4. 	 FHI hzz nonopsony DtrchaslnE right 'i -Cttor., gaoundnuts, and 

for 	 ,t.Ze.toe'accc; It In t.e i-yer ot iti-t rea.rt 



Fin..i.cIng Crop Fucus 


($US HiIlIIn)
 

MALAUI
 

Project 


(Data of Approval) 


7. Karon&a-I 


(6 15-76) 

B. 	 Shire-Ill 

(6-06-75) 


9. NRDP-[ 

(Consolidatlon 


of Lilongws) 


(11-18-71) 


I0. 	 IDP-I1I 


(Kasongc-Chitipa) 


NO-3!-61) 


II. 	 HiDP-IV 
(Deda Hill,, and 
Lflongwe East 
Development Area.) 
(4-5-R3) 


17. 	 Smallholder 

fertilizer 


(4-26-83) 


IBRD 

AIDRtAiC 

Cov. 

MDA 


IDA 

CIDA 


CDF 

UK 
Germany 

At4ARC 

Govt. 


IDA 


Govt. 


IDA 


Govt. 


IDA 

IFAD 

Govt. 


AI*IARC 


9.2 Rice, maize, 
0. cocon, 
2.1 arovndn-st,

Iliveazork ! 

10.7 


12.6 


22.0 

2.6 


13.! 

It., 

6. 

1.5 

9.5 


66.0 

7.1 


1.3 

" 


10.6 


1.9 

12.i 


5.00 

10.28 

2.76 


11.93 

_15T 

"ot .on,mai=. 


Mi1let. rice, 
groundnuta 

Kz!re. 

gro,,ndnuta. 


*o1;:co, 

lt.*atock 


9ice, maize, 


cotton, beans,
 
livemtoL%,
 

burley tobaL:a
 

Yalte, 

groundnuts,
 
wheat. beans
 
tobacco,
 
potatoes
 

Cash, 

food 	crops 


Target Ccoup 


Smallholders
 

Smallholders
 

Sqallholdera 


Smalihaiders
 

Smal!holder*
 

Sms llholders 

(national 

in scope) 


7xecuting Agency "unctions 	 Co'senta
 

Th2 4intatry of Agriculture and Natural Pesources would have the 
tespc,1lblIt for lmplementtig the WADP proRres. Tho country Is7 

divided Into eight riAnaRement Units (ht1) which wili adinlater one 
Agricultural Development ivtaion (ADD). 0. overse. each AM 
wil! be dlvldeJ into five Develorpaert Are t (DA). The MANR and 
AiARC would contInue to execuI' the ra-e functlonn as %.nAer 
orzvious derelofent progrAms. 

ADHARC would be responsihle for "Sole Institution Involved 
the physical Ii.plementittlon of the In funding prucurement end 
fertilizer procurement program. distribution of fertilizer 

to amallholders. For the 
meditu term It Is considered 
unlikely that any other 

insttutinal arrangement
 

would be able to prowl,'e a 

comparatively effecti'edistrihutton service." 



HALAWI
 

Project 
 Financing 
 Crop Focus Target Group Executing Agency Functions
 
(Date of Approval) ($iJS Hillion) 	 (rmments 

13. 	 NTL Agric. Research 


(2-19-85) 


14. 	 Agricultural Extension 


(9-19-85) 


15. 	 Industrial & Agric. Cred. 

(12-19-85) 


IDA 


tSA!D 
Govt. 


IDA 


ISAID 


Govt. 


IBRD 


local 

Other 


23.8 


9-2 

16.9 


49.9 

11.6 


6.2 


2.4 


20.2 

7.8 


2.2 

4.3 


14.3 


Project helps the Departmecnt of 
Agricultural Research Improve Its 
planning, management and technical 

eftictency and to prioritize the 
research program. 

The prol ct sppurts an lnsg ltutlonal 
development lr<c~sa ulmel at (a) Improving
 
the M1I0Lrv ! Ayriculture,; analytical
 

and long-term :nnlng capabillty; (b) 
ftrengthening th national extension system; 
and 	 (c) upgrading the manalrial, adminis­
tretive and techtrjC! skili of the Department 
of Agricuiture and Pllnlng Dlvis on staff. 

The 	 pr, ict coo sts of Mir>, c':poients: 
(a) US$ 3. ml 11 foor ladro ng commercial 
and I odustrial inves tmen ta trough INDEBANK; 
(b) US$4.5 million for providing credit to 
agricultural estates through INDEBANK. NB and 
CBH; and (c) tS$0.3 million in technical assistance 
funds for helplig INDEEANK strengthen Its 
Institutional capabilities. 


