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Note to Conference Participants 

This paper is divided into two parts. Part I, which was circulated earlier, 
provides a cpirativc uvCrview of macroeconomic and sectural policies and 
performa.c ip Kenya'', Mal].awi and Tanuza nia with particular focus on 
agricultural pa1 icius and performance. Part II, which is attached, sumnarizes
the World Bank's ecnuonic and sectoral analysis and policy advice on the 
agricultural sector in the thrce countries as well as lending for agriculture. 
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PART II
 

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 on policies and performance in their agricultural sectors. 

The policy environments reviewed in Part I have provided the context in whizh 

Wo:Id Ba:nk agriculutoral operations have fuL:tiened 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 i nflu :-id by Bank economic and sector analysis, policy advice and 

lending. It is to the topic of this interaction between country policy 

environments and Bank analysis, advice and lending that we now turn.
 

Part II, which follows, first examines World Bank economic and sector
 

analysis and Ldvice in each country. It then reviews 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 country, 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 pot icy advice and
 

lending provided to each recipient country. The paper ends with some brief
 

conclusions that emerge 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 sector.l analysis or the 

financing of investments. This first section (IV) summarizes the Bank's 

economic assessments of1each of the throwt countries and indicates how these 

assessments have changed over timC. Section V examines the lending programs 

in each and relates this to general policy advice provided by the Bank. 

Bank economic analysis has consisted of basic economic reports, 

annual economic memoranda and agricultural sector reports throuigh which
 

periodic assessments have been made of the countries' economic (or sectoral)
 

performances, policies and potentials. Also, areas have been identified ill
 

which policy (and, in the more recent period, also institutional) reforms have
 

been considored necessary. These reports have also been a vehicle for
 

identifying a lending program for the Bank. Major basic econemic reports were
 

written for Kenya and Tanzaria 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 hi Kenya such as on agricultural credit, Land policy, input 

supply and grain marketing and in Malawi on food security and land policy. As 

policy reform has bcqmne more important, the resources dOvoted 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 general, however, the Bank's reports have tended to suffer from 

lack of microeconomic analysis of some of the most fundamental processes of 

development. We will demonstrate in this part of tone paper that it is the 

lack of adequate ijnks between macroeconomic, sectotal analysis and micro 

level processes influencing the decisions of individual economic actors that 

has often limited the effectiveness of the Bank's policy advice and lending 

program. This problem continues, in our view, despite the greater degree of 

specificity of topics being examined in recent years and the increased 

knowledge accumulated from concentrating analysis on individual subsectors, 

e.g., the attention given to y :astatals. 

Another striking feature of the Bank's economic work has been the
 

lack of agricultural economicv input (especially micro but also sectoral) in
 

the preparation of many of its Economic Reports. This once again in our view
 

reflects the lack of an adequate appreciation of the need for both in-depth
 

knowledge of the sector and the need to link that knowledge to macroeconomic
 

professes. The Basic Economic Reports for Kenya (1974) and Tanzania (1977)
 

had annexes on agriculLure and each drew on earlier agricultural sector
 

reports (but contradicted some of the major conclusions in those reports).
 

The 1983 Basic Economic Report for Kenya included some o,.cellent analysis on
 

agriculture in the annexes of the report. Unfortunately, its significance for
 

major economic policies was not explored in the main body of the report. In
 

fact, the latter contradicted several of the conclusions contained in the
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annexes.-- Given 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 of agricultural development and its relationship to 

overall economic dove1opment.
 

The contradictory conclusions on specific issues contained in
 

different Bank repots that were produced at similar times (and ever at times
 

found in the same report, as mentioned above) have some'imes made it difficult
 

for us to establish precisely what the Bank's positions were on a giver 

issue. This is also a problem for the recipient governmenis, especially as
 

the reasons for the differences in conclusions are not usually contained in 

the reports. They appear to result more from the differing perspectives of 

the individuals involved rather than necessarily being based on thorough 

analysis of the situation, including expli L comparisons of conflicting 

viewpoints. This problem is compounded by the fact that there is a lack of an
 

institutional memory and therefore an historical treatment of the reasons for
 

changes in the conclusions reached. 

In light of the above, it is perhaps not surprising that there was 

only a weak connection between the spirit of the Bank's individual economic 

and sector reports and the way the Bank's lending program evolved in the 

1970s. Uevertheless, it is possible to discern some central tendencies. We 

focus on these first by identifyinp the content of economic and secLoral 

judgements mad, in each countrv. 

it is important to note at the outset the great diversity of issues 

treated in the Bank's work on the three countries despite the many 

I/ See Chapter I, lele and Meyers, op cit. 
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similarities between them in terms of possible types of growth and how these
 

might be exploited through a systematic agricultural strategy. This diversity
 

appears to b- the result cA a lack of a common analytical framework, albeit
 

informal, for ident fying constrainwq to and potential, for growth. It also 

reflects a minimally data based orientation to agricultural sector ano 

economic work, especially with respect Lo che importance of viewing the 

experience of any given country from a broader cross country perspective. 

Consequently personalities rather than a framework and facts have frequently 

unduly influenced the scope and conclusions of the Bank's analysis. We 

document these points by reporting below the main thc-'nes of the Bank's 

econ-mic and sector work in each country and also by comnuaring these themes 

across countries, in light of where growth occurred or could occur (as
 

discusspd earlier in Part I). In Section V we examine the size, the pattern 

and the impact of the Bank's lending program and pick Op agoin the theme of
 

the Bank's policy advice in connection with lendinj.
 

While we have reviewed report:; ht, inn. , from the period in the 1960s 

when the Bank first commenced its operations in each of the three countries,
 

we focus on the period of 1970 to 1986. This is because the bulk of the
 

Bank's lending growth in East Africa, and its heightened concern with
 

development, took place in the 1970s after Mr. McNamara's 1973 Nairobi speech.
 

The Bank deserves very high marks in its ,rcnomic (especially basic 

and sector) rcpr'r for focussing attention on the central impcrtancc of the 

smallholder agricultural sector in the overall economic development of each of 

the three countries. It is in the translation of this concern into advice and 

investments tha problems have occurred. This is in part a result of the 

rForementioned poor link between the Bank's macroeconomic and agricultural 
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sectoral work. Key general policy concerns through which we illustrate this
 

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 Mark L 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 attached to long term institutional and manpower development in order
 

to increase the capacities of governments to utilize resources more
 

efficiently;
 

4. The Bank's treatment of policy reform in the 1980's and the
 

relationship of Liis treatment to issues identified by the Bank as being
 

critical policy concerns in earlier periods.
 

B. Policy Advico to Kenya
 

1. Changes Over Time in the Overall Policy Context
 

We estabiisheC in Part I that there are major differences in the
 

agricultural policies and performance of Kenya, Tan:zania and Malawi despite
 

considerably commonality in the types of crops they grow. These differences
 

partly result Qom te fact that Kenya's economy has not suffered from major
 

(domesticallv induced) ,acroeconomic 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 inctitutional
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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 cf 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 other two countries. We will
 

show that this has not bee the casc, and argue that the reasons lie more in
 

the Bank's project sele2ion and approval process, which succumbed to
 

political pressures from the Keiyan govt rnmcnt and pressu'e 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 important
 

questions we will explore focus less on the effectiveness of the Bank's 

assistance -- which has been 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 cAickly this
 

learning got reflected in the level and composition of lending, especially in
 

the light of the way the governments reacted to policy advice.
 

We will argue that the Bank's 1974 i nya Economic Report was more on
 

target in identifyinq constraints to Kenya's development, and in integrating
 

its analysis o! ariculture's fundamental role in Kenya's economic development 

with the policieA, institutions and investment strategy needed for the type of 

overall developmun the Bank was supporting, than was the case either in 

Tanzania or MalawV. in Kenya there were stronger conceptual links between the 

Bank's sectoral and macroeconomic strategy than in the other two countr ies. 

In spite of this, some of the most important prescriptions that emerged from 
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the Bank's economic analysis in Kezya are questionable in cerms of their 

assessment of growth potential. Also the connection between the Bank's 

economic analysis and its agricultural por-rfolio has been weak. The projects 

financed in the 1970'rs were more a resulr of UI nding pressure; within the Bank 

and political pressures emanating from Ken.a than they were a product of Bank 

economic analysis. They were also influenced by the stance the Bank took at 

the time (worliwide) toward lending for expansion of tea and coffee. The 

cumulative result of these factors was a large agricultural po, tfolio which, 

with the exception of a handful of projects (credit for snallholder dairying 

in addition to the tea and coffee projects), contributed iittle to Kenya's 

agricultural development. Faradoxically, precisely because of the lack of 
a
 

close connection between macropolicy advice and lending, the tea and coffee
 

projects made a usef'il contribution. 

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 ciearly 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 strained 

relationships with the Kenyans at a time when Kenya was in economic
1 


difficulty. Also the timing for policy changes urged by the Bank, 
such as
 

grain marketing liberalization, unfortunately turned out to be inopportune as
 

this coincided 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 Icad in the agricultural sector appears to have had genuine impact 

as well as broader payoffs in other sectors. However, given the lack of any
 

major macro or structural weaknesses in Kenya (in which the Bank had a clearly
 

demonsV'-ated potential to be of assistance), and given the government's 

lukewarm reaction to 
such proposals as g::ain marleting liberalization, the
 

Bank appears Lo have returned to a strat,:y>y for agricultural development that 

focuses on agricultural research, extension, etc., as well as on institutional 

issues such as parastatal reform -- problems thac were at the hea-t of the
 

vroject difficulties experienced in tie 1970s.
 

Import support funds have provided greater Leverage for these reforms 

in the 1980's than did the vehicle of project lending in the 1970s. However, 

the legacy of the 3ank's long-term involvement in Kenyan agriculture also 

neccesitates that it have a more precise diagnosis of th reasons for past
 

failures. Here we find a mixed stocry. To the extent that the lessons of past 

project experience can serve as a guide, the Bank is on the right track. On 

the other hand, to the extent that future success depend3 on doing things 

differently, including ra'Ucally altering Bank procedures, it is less clear 

that the Bank will be able to achieve its objectives in Kenya either alone or 

in collaboration with other donors. 

2. The 1974 Basic Economic Report
 

While the Bank's operations in Kenya began in 1955 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 watershed in the Bank's relationship with Kenya.
 

It followed McNamara's famous 1973 Nairobi speech and was the first
 

comprohe.nsive report prepared after Kenya's initial 
decade of Independence.
 

The time was considered right for assessing the economic performance of the
 

first decade, and for designing a strategy for the second. Reflecting the
 

high esteem and trust in which Lhe Government held the Bank, it requested the
 

Dank's input in the Third Plan (1971-75), which was then in d'aft form.
 

Finally, the BER followed hard 
on the heels of the I[O,'UNDP "Report or 

Employment, Incomes and Equality in Kenya". The ILD report's emphasis on the
 

issues of unemployment and poverty had been reinforced 
by McNamara's Nairobi 

speech. It is therefore not surprising that these issues mook center stage in 

the BER, which emphasized development of smaliholder agriculture as 

fundamental to Kenya's overall development, a position the Bank has
 

consistently adhered to over time. 

The BEP 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 ceached a turning point. The task of
 

mobilizing resources and using them efficiently was likely to become
 

increasingly complex over the next decade. 
 A fast pace of development might 

be harder to sustain, and the problems of widespread poverty and growing 

unemployment could wnrs~r siniFicant:ly, without a pronounced shift in the 

nature of the development process. (Summary and Conclusions, paras 2 and 3).
 

Stressing the nmorgence of constraints on the resources available for 

development and the ner'd to anforcu a "... harsher discipline on the economic 

choices facing Krenya", the report called for a change in the patter.i 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 	allocating a larger proportion of investment, foreign exchange and
 

skilled manpower to dir.cttiv rrd'criva n-;,:tors such is a ricu ,r.. and to 

rural 	roads, 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%0!1
 

The BER also saw the strategies for agriculture and industry as
 

highly complementary. Reform of the manufacturing sector involved Pliminating
 

inefficient firms and reducing the extent to which protection allowed industry
 

to operate at the expense of agriculture and other sectors. A switch of
 

emphasis from import substitution to resource-based export industries was
 

recommendod, a recommendation that we will document was not satisfactorily
 

reflected 
in the Bank's lending prog-am in the sugar and the cotton sectors.
 

Implementing a dynamic agricultural strategy posed critical problems,
 

however. The report recognized that the overriding constraint on the 

development of an integrated export-oriented, agro-industrial sector was the 

"absorptive capacity ofo he 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 ot small-scale farmers, in the Ministry of Agriculture"
 

(para 5.11).
 

1/ 	 The relevant question according to the report was not "Ts 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 cf project design
 

and ippraisal, the report stressed 
the need to avoid cumplex social costing in
 

favor of simple techniques, since the former conid be "spuriously used to 

justify unsound projects and thus to mislead the policyMn;ker'. In any case, 

shadow pricing and other social ccsting methodology were not to be regarded as 

substitutes for bringing actual prices into line with the real economic
 

scarcity value of domes:ic and foreign resources" (para 5.30). -' 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.
 

V/ 	 The Report singled out other key elements of a resource mobilization
 
strategy, as follows: (i) domestic savinps should be encour3ged by
 
raising deposit rates of intere',st and reforming the structure and
 
operat i ns V financial in terniric,; ( a thou.h mana-e.n.. of 
public fir.m', had been gocd, there as scope for obtai ning more 
revenue, 'h , t i.n: w ninh alh di-rc ,"n 	 land taxe were proposed; 
(iii) 	 the : '-- ' 0)r''ia_d n reliance1n.i.- on foreign commercial loans:
 

O '' a ih y pip:.a-i. 1 use of loans, corne ;vd witL a package
of really so di : ic pe icies, could justify such a course of
 
action;";(..) .. m : shoold u a ctiv inGO , ,i i role identifying new 
oppcrtun" : K !Dr ir' ,,ment and in se.ir'n .,c potentia] 
investors; () Ai A -nnnA1')m increase both the volume and"u 

eff , ...,.. -t: :: 
 . i q" . cn rdin,'i" . r' - neo & !, beatwecln 
technic : .;',n:, flows and - i,,,..- iid b ti n differen; do"nrs, 
and betw , noo '_a damest Gr a4io 0 was a] to beL 17 users. ' 
given 	to id,-ot cati, , Iack and prosena ioh ,of proCjectsp -p for 
external , qi: .anc,: (vi) there 'wsa nod tor :.,, b, " much 
more K i": n :n t ir aid p'ogtams, and, m wi i nq t ' int' it e and 
exph ri, 't a:d joinaddwith, ,a, . in v v t ren t ,n 't , ,. are
high enoug~h." in a'.ddition,, c",Pors had,. to learn to coopyr-,: .
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a. 	Evaluation of the BER
 

The BER presented an excellent overall diagnosis of Kenya's economy
 

and recommended an appropriate macroeconomic stratgy whose many components
 

interlocked, especially in terms 
of the l inkages between agriculture and the 

rest of the economy. With hindsight, however, the report's recommendations 

for the crucial agricultural sector now seem flawed in several rospects. 

First, the idea that the critical shortage of agricultural policy planning and
 

implementing capacity could be remedied by simply shifring macro planners to
 

work on agriculture was naive, and underrated the importance of technical 

expertise fac managing a modet-nizing agricultural sector. Second, the major 

increases in public investment in agriculture it called for were to be
 

achieved primarily through large scale Integrated 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 -udy 

commissioned by the Bank at around the 
same time, based on an analysis of the
 

experience of 20 aricultural and rural de'elopment projects.-/ 

The study of 20 projects had pointed out that integrated projects had 

been ineffective due t the demands they made on the limited planning and 

implementing capacity o[ recipient governments. Instead, it had recommended a 

sequential approach similar to that recommended in the Bank's 1974 Tanzanian 

Sector Report. A policy of financing Integrated Rural DOvelopment projects 

was simultaneously adopted Ly the Bank following Mr. McNamara's Nairobi 

1/ 	 See U. Lele, The Design of Rural Development: Lessons from Africa. 
Baltimore: The Johns Hopkins University Press, 1975. 
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speech. Also, informal but well understood ?uidelines were 
instituted that
 

required that 25 
percent of the Bank's resources be committed to agriculture
 

and rural development resulting in a substantial 
growth of commitments to thi!
 

sector in all three countries (see Section V).
 

Third, new technologies were assumed be available.
to 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 introduced in high potential
 

arpes of assured rainfall, the 1973 ASR had not been particularly sanguine
 

about the prosprct s for new technologies -- either for maize (in other areas)
 

or for several other crops. The Bank's subsequent economic and project work
 

in Kenya his contint.ued to be ambivalent 
on this important issue due tc lack of 

svstema:ic, ex' nsive data based analysis of existing techr logies within 

particular crcps 
 'and areas. And while some limited farm management data 

certainly show L.ink f:rti'1 rwsp,,sowe-r coefficients in selected assured
 

rainfall areas, as in tho 
case of the IADP earlier, the T and V project has 

invo ved expasion of go.rap.ical coverage 30 districtsto (albeit with a
 

focus 
on the hiqh eOent ial portioas of these districts). This problem of 

expa.,sion of prc:,cts to addirional areas, without clear evidence that
 

technologies app ropriate 
for these areas are available, has plagued Bank
 

projects everywhere in Africa.
 

I/ Thus, whil ',he ,,r i. ion report of the IADP concluded that lack of 
adequate Ltchnoiu.es was one major reason for the project's failure,
 
the subsoquant TV p.roject was premised or, 
existence of profitable
 
technologies (see Lele and Meyers. 
o cit). 

http:Ltchnoiu.es
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The ASR on which the BER was 
based also had weaknesses of its own.
 

While the projects it proposed constituted the basiq of the Bank's lending to
 

Kenya, none were envisaged for the deve lopment of technical crop packages, 
or 

for establishing a national agricultural research capacity (ai ....gh such an
 

effort had been,mounted a decade earlier in Asia 
to address some of the same
 

problems -- the IADP in India had not 
had any major imrpac. until the new
 

technologies became available for wheat and rice). 
 MorLover, the investments
 

proposed in 
the ASR were not prioritized even though 0he ASR acknowledged the 

government's i imi:ed planning. and implement ing capacity and the uncerrain 

availability of technical 
 ackage. 
 Finally, on its own admission, the ASR's
 

analytical foundations 
were shaky. For example, some of its recommendations
 

were 
rather vague, "Some typ2 of integrated area based program 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
 

programs in ELniopia."
 

Both pricinrq and marketing as well land issues, which were
as tenure 


later to become mij.:r bones of contention between the government and the Bank,
 

were addressed early on in the Bank's econoMic and sector work. With respect
 

to sarain mar?-tin(,, the 1974 BER recommended loosening of direct controls and
 

opening up of opporunities for more private initiative by Limiting" 
...
 

parastatal activity in grain markets 
to implementing government price and
 

stock management proprams". On land 
tenure, it urged the government to 

encourage and facili tate th, sub-division of large farms into smallholdings, 

giving land titles to those who had de facto ownership. It also urged the
 

development of a cometitive land market.
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One additional important policy position at 
this time concerned the
 

rather pessimistic view the Bank Look of export market 
prospects for tea and
 

coffee. It then advised and has continued to advise the government to
 

diversify out of these two crops. It also adoptd a policy in 1972 of not
 

financing expansion of tea (and coffee) production except in situations where
 

countries had no other options. We have shown earlier that 
Kenya's gocd
 

agricultural performance in 
terms of reconciling agricultural growth with
 

equity is explained nainly by its success in chifting to these two high value
 

crops, actions which Kenya took in contradiction to the Bank's a vice. Also,
 

the effects of the Bank's lending with respect to tnis issue havc ended up
 

being inconsistent with the intent of its formal 
policy. Because the issue of
 

expansion af tea and coffee production is currently of major importance for
 

future growth it Kenyan agriculture, it is taken up below in the context of 

the Bank's more recent analysis and advice to Kenya.
 

3. Economic Policy Assessment in Subsequent Reports
 

Much of the po]icy dialogue on agriculture between 1974 and 1979 took
 

place through project lending, which grew rapidly in 
line with the emphasis 

placed upon aoriculture and rural dvelopment in McNamnra's speech and the 

1974 BER. (The gr wth of the lending portfolio and its generally poor 

performance is discussed in Section V). Until the early l930s, annual 

economic memoranda served more to report on new economic developments than to 

spell out a strat.e:2,.. For example, they commented intermittently on the 

extent to which the prices of particular agricultural commodities -- maize,
 

milk or beef -- ha beeni au ot line with horder prices 
irom year to year, 

noted the problem of maize surpluses (and defici Ls), and endorsed various 
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government commissions' conclusions that the maize board should be the buyer
 

and seller of last resort.
 

The Bank's treatment of the effects of weather, which caused great 

production and marketced surplus instability in Kenya in the 1970's, was, 

however, relatively casual and was in no way commensurate with the importance 

the government attached to food security. The reports tended to criticize the 

government for the iact that realized international prices had not been in 

line with those formulated by the government formulated nearly 18 months 

prior to the time they were to take effect) even though prices 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 3ank investments were involved, were later to be major
 

bones of contention, e.g., 
in the case of sugar (these issues are discussed in
 

Section V on lending experience).
 

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 pci icy formulation, ,nnd the need to draw mere 

heavily on Kenyan proressionals from IDS and the University of Nairobi for 

more basic analysis of the sector. These critical issues of creating 

analytical capacity in the government or of tapping the capacity that already 

exists in the University and the IDS have, however, 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 strengthen indigenous
 

analytical capacity by supporting research and analysis carried out by
 

nationals. Also in contrast to the practices of USAI) field offices, she Bank
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uses few financial resources to finance local consultant input in economic and
 

sector work.I/ Tnsiend ruch of the Bank's economic work is done in Africa
 

by the use of expatriate consultants from Western universities. 

The ccffcc bccm in 1977 and 1978 and the second uil shcK in .979 

ushered in a turbulent period for K.nya's economy. Another BER was therefore
 

begun in 1978, but was not completed until 1.982; it incorporated a review of 

macroeconomic developments and an evaluation of the policy reforms undertaken 

by the government.
 

By 1979 accumulating implementation difficulties had led to the 

classification of several loans and credits approved in the 1974-79 period as 

"problem prjecLs" and the ensuing macroeconomic policy dialogue increasingly 

emphasized ariculkural sector issues. Reflecting these concerns, the 1981 

Country Lcoromi; Memorandum cof.tained a separate annex on agriculture, and the 

1982 Baic Economic Report contained substantial annexes on agriculture and 

poverty. The 19S2 bER argued thaL poverty in Kenya was largely rural, and 

explored M.e relationship of both poverty and agricultural development to 

growth. A separate agricLtural sector report was issued in draft form in 

1983 and in final form in 1986. Th. latter was preceded by a series of 

subsectoral reports on grain pricing and marketing, land and credit policy, 

input use, etc. 

4. Strategy Recommended by the 1982 BER
 

By 1932, the Bank had a policy mandate to consider structural 

adjustment loans. It is therefore not surprising that the 1982 BER stressed 

1/ See U. Lele and A. Goldsmith, op cit. 
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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 subsAtution and 
the
 

stagnation of nontraditional exports.
 

It ascribed the slowdown in agricultural growth to (i) the reduced
 

scope for expansion of agricultural production on new or underutili:zed high
 

potential land (a probleyi not fully recognized in the 1973 BER, which had
 

projected an acceleration of the agricultural growth rate to 7.5% a year); 

(ii) the 	lack of readily available technical packages for farmers in the semi

arid zones; (iii) the limited opportunities for switching to higher value
 

crops such as tea and coffee; (iv) government intervention in agricultural
 

pricing 	and marketing; (v) severe p-oblems in the management of vital programs
 

and projects; and (vi) the pursuit of import substitution policies that
 

favored 	ind.strv at the expense of agriculture. 

Recognizing that between half and three fourths of all additions to
 

the labor force would have to find agricultural jobs, the report concluded
 

that "the major consrrains to achiving this are economic and o._cv related 

rather than technicai and agronomic" (p. 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 42 BEZ al so spelled out a number of ways to raise employment
 

and output. If left unclear, howejer, to what extent Kenya's growth had been
 

constrained by weak 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 eiving undefined the issue of optimum sequencing and phasing of
 

proposed policy and technological cet or'ns. 

A comparison between the main report and the annex on agriculture
 

aptly illustrates the conflict between principles and practice in the Kenyan
 

context. The main text's recommendations for revitalizing the agricultural
 

sector included "expanding the supply of agricultural la. through irrigation, 

drainage, clearing 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 redistribution" (p. xvii).
 

The annex, however, spelled out some of the formidable technical
 

constraints invnlved in these and other proposed sources of additional output 

and employmnt. First, it expressed "skepticism about i rr. _t on due to its 

high cost (by then the $25,000 per ha costs cf the Bank financed Bura had made 

irrigation questionabie -- see discussion of this in Part V) and the 

"technical and e:un mci Alems in some irrigation schemes" (p. 348).
 

Second, on the drainage of valley bottoms, which the main report recommended
 

as bein; cheaper than irrigation, the annex pointed out the externalities of
 

drainage development, the 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 drainag projects in Kenya" (p. 350). The
 

latter concern was an im:nlicit admission that establ ishing government capacity 

for planning and undertaking valley bottoms development rould entail a long 

term effort though this was not explicitly acknowledged in the report. 

Third, on thp clearing.F.- forest fr crep-develo l pn:, , especially for 

the expansion of tea, the aunx nuted "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 potential for tea expansion was limited. (The
 

reasons were not spelled out but presumably centered on the Bank's long

standing concern with inter national. mar:e prostec). The annex observed
 

however that "if, as claimed, 400,000 ha. of hiigh potential (forest) land
 

could be safely cleared, it would provide 800,000 jobs and KE200,000 million
 

of gross output. In practice of course, it is highly unlikely that this
 

amount of land could be planted to tea" (p. 351). The annex did not specify
 

whether future development was expected to b impeded by the limited
 

international market prospects, inadequate loal 
planning and implement ing
 

capacity, competition from other crops, ecological problems associated with
 

forest clearing, the loss of wildlife and tourist potential 
-- or a
 

combination of aevera! or all of these factors; the annex simply concluded 

that "There is little doubt ... that converting forest to permanent crop land
 

could sigriricantly 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 1970s. Consistent with the policy it adopted
 

in 1972, the Bank has continued to recommend diversification out of tea and
 

coffee on grounds of limited world markets. On the other hand, at the
 

operational level the Pan. is currently actively participating in a review of
 

the coffee subsector. In the co,: of tea, however, it has vet to address many 

of the technical proolerrs of tea exparns ion associated with the reduction of 
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the forest land that were sot forth 
in the 1983 BER. The Bank also continues
 

to be against providing financing for expansion of Lea and coffee production.
 

Fourth, on the semiarid and arid ecoloical zones, the annex stressed
 

their limited farming potential "contrary to the widespread pircepLon 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, high risks and limited land
 

potential and the impact of their development through migration of population
 

from high potential areas on the traditional pastoralism". It is noteworthy,
 

however, that tbc 3ank has little basis for making recommendations to the
 

government on the important issue of land utilization in a long term
 

context. The Bank's project lending has dealt with the 
problLms 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 affectinS land access, etc.
 

Fifth, as regards the higb potentia, areas, the annex to the 1983 BER
 

recognized the tremendous potential for shifting cropping patterns to nigh
 

value labor intensive crops -- an issue, incidentally, that was not related in
 

the BER to growing land pressures in semi-arid areas -- but the annex observed
 

that the "most important limitation on changing cropping patterns is the need
 

to fit into the farmin, system -- as peak seasonal labor requirements ...
 

constrain production of some high value crops, (there are) hig. risks in
 

complete specializo',. 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 suppoiting services are
 

inadequate" (p. 360).!1
 

The coqtrasts drawn above between the general policy recommendations
 

in the main text of the 1982 BER and the technical and sociopolitical problems
 

,
identified in its anne on agriculture illustrate the dichotomy between the 

desirable and the feasible, or planning and implementation, that runs like a 

fault line through the structure of t' Rank/Kenya relationship. Problems 

associated with the interaction of economic policy with technical and 

institutional issues have persistently plagued the Bank's aricultural policy 

dia!ogue with Kenya and its project portfolio. Thus, the failure to translate 

the general principles of policy into practical implementation mechanisms or 

to define a time horizon in which policy objectives could be realistically 

achieved has limited the Bank's success. 

5. Interaction of Poverty with Growth
 

The attention devoted to the 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. In 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 

1/ 	 In spite of the impressive growth of smallholder tea and coffee, 
smaliholdrr yields range from half to two-thirds of those on estates -
a phenomenon also found in Malawi that appears to result frum the 
difficulty faced by small farmers in monbilizing additional labor. This 
constraint could have profound si piricance for Kenya's Ion' term policy 
towards access to high potent l land. 
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Irrigation, South Nyana Sugar, AFC Credit, etc.) 
also weve direct attempts at
 

poverty alleviation, they benefitted relatively few of the poor. This was 

either because of the capital intensity of these projerts or because some, 

such as the earlier 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 of imnmedi-:e 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
 

agricultuyre.
 

Using data from the Central Buteau 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 htween tOe early 1960s and the mid-1970s, althouSh 

population growth had 
increased the absolute number of the poor. The poorest 

40% on average experienced no gains whereas mobt of the gains had accrued to 

the 60% of smallhnldars with the highest incomes. Further, adoption of cash 

crops was highly concentrated both among and within regions. Smallholder 

poverty was thus closely related to the level of inrovation (as measured by 

adoption of cash crops, hybrid maize, improved livestock, and use of purchased 

inputs). Nonfarm income earning opportunities were, however, fairly 

widespread with only about 20% of households not enjoying nonfarm income or 

substantial sales of food. 

The report's novel COLribution related to the examination of 

intersectoral linkages in explaining these observed changes. Contrary 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 influenced srnalholder income.- Diferences in
 

innovation and the use o! purchased inputs were said to hc related to
 

availability of finance from nonfarm ncome and loans.- he availability of
 

loans was in turn seen as being closely related Lo the availability of nonfarm
 

income, influencing both the ability and the willingness of smallholders to
 

borrow. Finally, variations in nonfarm iccome depended on differences in the
 

urban-based component of that income, which was in turn related to educacion.
 

One major (and presumably long-term) policy implication Af this
 

analysis stressed by the PiER was the need to provide more formal sector, urban
 

jobs for poorer smalholders, so as to facilitate rural innovation; wider
 

access co education was also recommended. Civen the Bank's criticism of
 

Kenya's weak urban iHdustrial policies, however, it is noteworthy that the BER
 

had relatively little to say about the immediate operational policy
 

implications of this analysis for agricultural policy. 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 
threr forths as large a source oV income for the average smatIholder as 
farm cperating surpl us and consLtituted 40% of household income. 

2/ If the average poor snal holdor we:re to increase his purchased farm 
inputs to the level cf tAn' mn for all smailholders out of direct 
income, the financial burden would require a reduction in household 
consumption of 25Z (pp. 46-47). 
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mentioned -- even though the Bank hao been actively involved in four self

contained agriculture credit projects and se" !cther projects involving
 

credit and had achieved little success in reaching lower income farmers.
 

Also, the report clearly documented the lower average incom,-s in Western and 

Nyanza Provinces comparec to Central Province, but drew no policy conclusions 

about the former regions' differential potential for agricultural innovation 

nor implications for the development of suitable agricultural technology even
 

though sugar and cotton, two of the most important crops in Western Kenya, are
 

both crops with major technological problems in which research and
 

agricultural services had been weak (facts that the Bark was 
aware as a result 

of its project lending experience). Thus the practical implications of this 

analysis for doing things dfferently were not made clear. 

In line with the spirit of the report, general recommendations were 

made for raising agricultural prices and changing the term:; of trade between 

agriculture and industry (through removal of protecLive QRs and uniform 

tariffs), althu gh which crops and reoions would benefit, what magnitude of 

price increases was required and how poverty would be alleviated were not made 

explicit. This lack of specificity in the Bank's recommendations in terms of 

particular policy and investment implications, including 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 smatlholders, It
 

used regress:vp analvsis 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, lbor markets do not function well 
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because of intrarural structural rigidities in contrast to rural/urban
 

1/
flows.-

Other recommendations for revitalizing the agricultural sector 

included preventing land concentration, encouraging subdivision, imposing a 

ceiling on holding size, a capital gains tax, restri ring burrowing to 

discourage land purchases, raising interest rates and redist-ibation of large 

farms. A project was to be prepared to "accelerate the reguiarization and 

ratioralization of individual holdings on informally subdivided large farms" 

(p. 101). As we shall show later, however, in practice rurna labor markets 

have been ea: iar tv organi e-for large estates than for smialholders in the 

important cases of tea and coffee, and 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 of those discussed in earlier reports. One 

important exception was a new stress on increasing and improving input use (on 

which original work was done involving field investigations of input pricing 

and distribtion po] icies). Many very useful recommendations were made. The 

Bank's increased awareness of Kenya's limited planning and implementing 

capacity was also reflected in the sector report. Otherwise, its subqectoral 

components essentially summarized information that already existed in Kenya or 

that was drawn from the Bank's project implementation experience. Hrwe'.er. a
 

1/ 	 We indicate in Part V how these rigidities have influenced the supply of 
labor for tea, coffee and other crops. 

http:Hrwe'.er
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large number of constraints were considered to be "key". The report conveyed 

little sense of priorities that the government should focus on (this was also 

a major problem in the Bank's lending to Kenyan agriculture in the 1970s). 

Proposed individual investments were viewed as a "window of opportunity" 

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 ohe Bank has proposed in Kenyan agricultural 

policies and practice:; have generally been sectoraily based (focussing on 

maize pricinq,, land policy, agricultural planning and budgeting, etc.), in the 

1980s it has te-,dd to ook to the exchange rate policy for the desired 

realignment of inter - (and intr) sectoral incentives (e.g., see Annex to the 

CPP and CEM initiaring 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 I) and has recalvud a stamp of appro-al from the OF. 

Two other weaknesses of the Bank's economic and sector work are worth 

highlighting in conclusien. First, there has been a relatively poor link
 

between the Bank's examination of agricultural develepment concerns and its 

examination of othe: sectors, especially education and infrastructure, in 

light of their relationship to the development of agriculture. This narrow 

focus has tended to result in translating priority to agriculture into lendin4 

for agricultural projects, even though the lack of absorptive capacity in 

agriculture has been recognized as a problem (this has been an evon more 

serious probiom in Tanzania where both infrastructure ind education are major 

constraints). S~con,, analysi, of the industrial secL r has generally 
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excluded the problems of agro-based industry, i.e., sugar, textiles, etc., and
 

follo-s almost textbook recommendations on liberalization with relatively
 

little attention to the fact that 
at least some of Kenya's inefficient
 

industries, (e.g., sugar processing and cotton ginning) have been supported by
 

the Bank's project lending.
 

The BaWk s current agricultural strategy in Kenya represents 
a
 

substantial improvement in addressing the above weaknesses, although it is
 

perhaps not as fully articulated, nor considered in a long term and broad 

context, as it CiRct b., The strategy involves emphasis on agricultural 

research, extension, crudAi and developiig the planning and bdgetting 

capacity of the Ministry of Agriculture. The Bank has also begun to formulate 

a number of pilot operations. Hopefully lending pressures will not, as has 

been the c,', in the past, lead to premature expansion of and increased 

funding for these pilot operations before their potential is adequately
 

tested.
 

C. Policy Advice to Tanzania 

1. The 1974- Aricultural Sector Report 

The most striking difference in the Bank's treatment of agricultural 

issues in Tanzania and Kenya has been the general neglect of factors which 

promote intensification (i.e., the shift from low to high value crops) and the 

lack of awarr-esq of the extent to which a variety of agricultural policies 

pursued by the Tanzanian government (discussed in Part I) were causing 

retrogression in the agricultural sector. 
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Although the Tanzanian agricultural sector and economy had done well 

in the 1960s, by 1959 Tan+ania had begun to experience a trade deficit. Only 

tea and tobacco were showin g (mil d) growth. By 1972 the Bank observed that
 

overall growth was clearly sluggish anli uneven and attributed th:s at least
 

partly to domestic policies in addition to the effects of poor rainfall and
 

world pricis. By 1976 the oil price shock and a drought had bought on the
 

first of the two severe economic crises Tanzania was to encounter in the
 

1970s. 

The 1974 Agricultural Sector Report (ASR) was a benchmark in the
 

Bank's analysis of the sector in terms of the correctness of its diagnosis of
 

Tanzania's problems. Observing that there had been negative growth, the
 

report concluded that the country faced critical production prcblems and
 

recommended a sequerntial (as opposed to integrated), production or:ented 

approach with top priority to be accorded to those investments that would have 

an immcoiat< pr,:uda non impact. The repor't observed that the governments' 

equity objectives were being achieved at substantial cost in terms of
 

growth. It stressed the importance of feeder roads for crop production,
 

layin- stress on road maintenance, and decried the reduced private activity 

observed in te transportation sector. It recommended 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 would first adopt improved technologies (use of modern 

inputs) and that improved husbandry would then follow, a phenomenon observed 

in much of North Amrica, Europe and Asia. This approach wa; contrary to that 

followed in the Bank's Nacional 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 far-ners.1/ 

The report suipported the pragma c recommendation of a 1969 (Krisel) 

expert committee not to overwhelm cooperatives with increased funding. It 

also argued againsL their rapid expansion. 

Although Tanzania had abundant land, recognizing that areas of land 

pressure existed, the report recommended promotion of voluntary resettlement 

through invesment in infrastructure in less populated, high potential areas 

as the way no relieve land pressure. It also stressed the adverse effects of 

villagization on producer incentives and soil fertility. 

Adoption of the Bank's 1974 ASR recommendations by the government 

would have entailed a complete reorientation of the Tanzanian development
 

strategy. Whe 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. 

Indeed, in compliance with of the tenor of the 1973 McNamara speech 

and contrary to the ,ini,-, V. the Agricultural Sectcr Rev. :t. as ,rll 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 help in
to 


the preparation of the Kigoma Integrated Rural Developmen: Project. This
 

1/ This philosophy of emphasizing improvements in husbandry underlies T & V
 
projects. Important untested hypotheses in the case of Africa concern 
the extent to which imp roved husbanudry will by itself increase yields 
withut major technoloviral c~1 and whether the returns to labor aseChaf 
provide adqua ,e inc' t i, :Wc farners to improve husbandry relative to 
the returns to labor in other pursuit . 
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project had been first mentioned in the Economic Report of 1972 as a way of
 

tackling rural poverty through a multisectoral area based approach.
 

The ASR, it should be recalled, explicitly criticizcd the 

government's lack of focus on productivity gairs and high poLential areas. To
 

capitalize on such productivity gains, the ASR had recommanded a National
 

Maize Project in areas of high potential to be followed by the National.
 

Agricultural H'velopment Program (NADP). The National Maize Projec: approved
 

by the Bank in 1975, however, did not give priority to high potential areas
 

as, for political r.asons, the government wished to spread covar Ae throughout 

the countrv. Also the goveL nmer 's policy of decentralization of the 

administration had greatly undermined the ability of the Ministry of 

Agriculture to inplement "nat ioanal" projects in the regions because its 

technical staff reported to tne 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/Shinyanga and Taoora. 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.
 

Given the small amount of attention to the agricultural sectcr 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 considered the government's commitment to the idea of
 

villagization a fait accompi and attempted to focis on how to make it work in
 

practice. In the main report villapization was described as an important 

instrument to redress rural poverty in light of Tanzanian policymaKers' views 

on the unwelcome trends of socioeconomic differentiation and neglect of 

broadbased rural development. Recognizing the problems of poor siting and
 

overcrowding of villages, it recommended satellite villages" but did not give 

an indication cf what mechanisms might be used to establish them. Finally, 

the report cited Tanzania's demonstrated structural commitment to rural 

development as an indication of its bright future, while at the same time 

pointing out the great risks involved in a villagization 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. Eluity versus Growth
 

It is evident from the above discussion that the Bank's economic
 

reports in the 1970s were cautious not to challenge the means by which the
 

government's equity objectives were being pursued or the extent o which
 

equity objectives should be pursued at the cost of growth. For instance the 

1974 Agricul rura! Seotcr Report had included a detailed discussion of the 

negative effects on effiiencv of the "pan-territorial pricing" policy of the 

government whereas the 1977 Basic Economic Report simply observed that 

existing pricc pol icy was considered important by the government to alleviate 

rural poverty and suggested that considerations of increasing agricultural 
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output were secondary. Similarly, while the 1974 report supported the "model 

farmer" apprcach, the 1977 Economic report accepted the government's stance 

that differential access to exLension in the 1960s 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 dovi of parastatal 

activities; this in contra.;t to twe more critical stance taken by the Bank in 

Kenya where it reccommon,]ed liberalization of the grain trade as earl y as the 

1973 Agri tam,-.l Sector Report, with repeated calls for this in subsequent 

economic reports. While the 1977 BER pointed out the need to increase 

competition and noted tne government 's 1976 ooLicy oi closing down private 

shops under "Operation Maduka", it did not make any negative comments about 

this policy. Also it noted that the government had abolisKeo 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 necessa-y. Only in 1981 did a CEM for the first tim,' Su;jest the reed to 

improve the efficiency of parastatals through manaement contracts and cutting 

down the range of parastatal operations. The 1983 Agricultural Sector report 

theN explored this issue more expicitly. 

c. Large Scale Agriculture
 

There was relacive[y little questioning in the Bank's repor's 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, obseive that state farms would be highly dependent on
 

trained manpov'er, which Tanzania did not lave, and that expatriate management
 

would be needed.
 

There was no treatmenL of the differential productivity of the
 

private and public sector estates (e.g., in sisal and coffee). The 1983
 

Agricultural Report highlighted the greater productivity of the private sector
 

despite the discriminatory treatment it had received in the 1970s. It
 

stressed that export crop production was stagnAting, as opposed to declining
 

Largely because private esra es had maintained or increased their production
 

even as smalLholders and public sector farms 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 for Kenya). The Bank placed great reliance on
 

rainfed a;ricul n2C and ctearly came out against large scale irrigation though
 

the governmet had attached priority to the latter in order to achieve food
 

security. The 19! ASR had iderified the need for exploitation of high
 

potential areas of assured rainfaI!. The 19S3 ASR articulated this need eve.1
 

more strongly by identifying the Southern Highlands as an important potentia!
 

area in which to stabilize production. The Bank, however, in general did not
 

take up such, long term strategic quet, ions concernirg how the government might
 

meet its concern abou food security at lower rests than were implicit in the
 

government's irrigation proposals.
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e. World Commodity Markets
 

Most economic reports in the 1970's took the view that Tanzania could
 

live with commodity price fluctuaLtions and could compete provided it paid
 

attention to the quality of its produce (the latter had alrcady begun to
 

surface as a major pro, :nby the mid-1970's especially with respect 
to
 

exports). Toward this end, the Bank's tobacco processing and handling
 

projects were directed at improving tobacco quality. /
 

The 1972 Economic Report took a highly pessimistic view of the world
 

market.-2/ Sisal and coffee were particularly singled out as commodities with
 

poor prospects. The Bank recommended a 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 n'> financed (with disastrous effects). By the end of the
 

1970s the public sector sisal estates had been run down and a single
 

multinational private company had become a major source of 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 to earlier. (The EEC
 

1/ However, they focussed mainly on 
the marketing sector and overlooked the
 
problems posed by poor handling of tobacco at the farm level.
 

2/ Note than tiis was the period when the Bank adopted a policy of not
 
prorict In,,, e-xpansion of tea and coffee production. 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, however, mostly neglected its coffee
 

export potential by adoption of a number of discrimintorv policies discussed
 

in Part I. As a result of 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 Tanzania's major buyer of raw cashews and 

Tanzania experienced considerable difficulty when the cashew trade was taken 

over by the State Trading Corporation of India in the late 1960s. The Bank 

argued that Tanzania's prospects would improve if further processing was 

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
 

cashews.
 

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. However, the 1977 Basic Economic Report s recommendations
 

were couched mainly in terms of the need for a gradual transition to the 

BIS. The Bank's lack of opposition to this policy is surprisiny 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 Tanzania is the only
 

country in the saple of MADIA countries in which the Bank's lending for
 

industry represented the highest proportion of Lonal 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
 

resul ing from a balance of payments crisis -- Tanzania's second economic 

crisis of the 1970s -- combined with the difficulties of project
 

implementation in the late 1970s led the Fank to approve a balance of payments
 

export rehabilitation credit in 1981. Providing foreign exchange was,
 

howver, clearly not enough to address Tanzania's fundamental economic
 

problems. In March 1982 the Bank recommended that the government develop a
 

major program of structural adjustment and financed an advisory group to help
 

Covernme,,t 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 focus on equity and government control
 

toward a focus on growth to be achieved through increased private initiatives
 

and institutional pluralism. The ASR made 39 specific recommendations for the
 

shert 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 agriculture by reducing the role of the public sector; and 

(iii) the need to increase the share of foreign exchange resources going to 

agriculture by correcting the imbalanco .etween ,1'riculure and industry as 

well as correcting the imbalnce in the allocation of budgetary resources
 

between productive and social services in the rural sector.
 

We pointed 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 of the staff involved in preparing 

individual reports. In keeping with the pattern of the L9s and contrary to 

the 1983 Agricultural Sector Economic Report's focus, the Bank's 1984 Economic 

Report diluted the messiges of the 1983 Agricultural 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 major restructuring of the 

economy thac 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-1930s to allocate more foreign 

exchi.nge to apricu!ture, expanded the foraign exchange retention scheme that 

had been introduced under the Bank's exp-ort 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 privLo account across administrati.e 

boundaries to 450 kgs. (5 bags), and began co bring the budget more under 

control (although thi:; was made difficult by the lack of adcquate 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 adjustmnt. 

In June 1986 the governmenL made a relativeLy major adjustment in the 

exchange rate devaluing che Shilling to 40 to the US dollar and agreeing to 

eliminate overvaluation by 1988. This action by the government has been 

perceived in the dunor comunity as a major new comnitmenL to reform. The 

Bank approved a multisector Rehabilitation Credit in November 1986 involving a 

commitmeat of US$ 50 miLlinn from IDA and US 46.2 million from the Special. 

African Facility. 

Earlier 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 ba more
 

difficult in Tanzania than in Malawi. For instance, unlike in Malawi, the
 

recent attempt by the Ban, to appraise an input supply project (undertaken
 

jointly with IFAD), stalled because of government disagreement with proposals
 

concerning responsibility for importing inputs as well as for their internal
 

distribution (crrently restricted to a few parastatals). 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 19601
 

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 economic analysis and sector reports until 1978.
 

Malawi's low savings rate and balance of payments deficit appear to have led
 

the Bank in its early analysis to focus mainly on these Lwo macroeconomic
 

indicators in 'ud,,ing Malawi's performance. Reports in the 1960s gave Mala.;
 

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 development in the reports of 1967
 

and in 1973 1/ and the Bank's 1973 Economic Report argued for the need for
 

increased investment in educaLi;- and Lraining. However, from our earlier
 

discussion of Malawi's policies and performance in Part I, it is e'.ident 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 Section 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 u:tent n whiTh th-re was competition rather than 

complementarity in resjarce use ameng the two sectors. However, as in the 

case of Tarzani a, the Bank confined iAtself to reporting on government 

policies. Ba=.*d on its exchange rate and trade regime, Malawi was 

characterized as a capitalist, private enterprise economy. Government was 

viewed as generally non-inteiventionist and as providing a domestic framework 

Cuj C . LO gruwLh. 

I/ However, as in Kenya and Tanzania, subsequent Bank-funded incegrated 
projects such as the Lilongwe Land Development Program were highly
 

dependent on lots of trained mvnpower.
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The 1973 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 pricing and investment policies. The
 

report noted that the marketing board, ADMARC, and its predecessor (FMB) had
 

made substantial pvofi ts 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. Some of these investments were not profitable and the report
 

indicated that Lhese had been written off. These observations 

notwitstandin , the conit raints to sma.,lho.d, r agricultural development were
 

characterized almoeti cxclusively in terms of lack of credit, trained manpower
 

and markctiny: oawlets. Integrated projects were seen as a way of removing
 

these constrnin:s.
 

The conflict between estate and smallholder development was most
 

clearly articulated in the 1975 Cu.try Economic Memorandum:
 

Two lines of agricultural development are beir; encouraged by
 
Government--for smallholcrs and for es tats--and a diff icult
 

balance will ha,.'e to be struck in tOP n xt fow vear . Compet ition 
for land in the more d rsylv poplil., areas is rho mo t apparent 
constraint, which can only bu mhr-s :.d UP Ow !)pmnw of new
 
land or by suhstanziai r I - p or ,,,in PF 

rs : 0! 1 t ion sinai h,.d w re on s IAd f,r .s!a! - . Qlw t. 

_wo
btw ,ra the types uf pr '.'. i; P-t rw.:Y: o, to land, but 
also cx "n~d; LO lard and rn-.im- rTVcr, . . -inp lad-
managerial skil l . I itl Lr .iit : i '':' o -edit 
for Not a stLtaves and smia.l ho d, ;i h, . cm,.tit i or 
thoyu !nan i ala~cc= Th v nmh 
probably b , 'beenwith t e,>:.i ,s i, to "neir E - ! i rity 
wi Q,m. , r n5&. i: .YL m, ;!-.i . W ;,.:
: i n:: r - i' ! c.. h:- ,..::

in pa'-r.ic'iar-, in the ,n, of AD IA C uqr k,, tti2i .- s' at 
develo m-nt. .,en i p s ha ve b.-"j) sonrv,, in1 •. 
fertili-r in the past. year, the ailncatin ! wht,,,uLs also 
presen 1 . the: 0 i .v-w r,- t o typo pr:du ,:r di ff ori n," 
inter, . the of npit i t nI)-h ,:, iK cegre i t, , and 
sm:lW . ,'s increase's in the Wiutir-, . it.m,'; P. dif ic : to 
recon(il, exparsionary policies for both, and evantuaVy may prove
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necessary to reappraise the extent 
to which the interests of
 
either group should be traded-off against those of the other
 
(para 6i).
 

By 1978 the Bank's project work had 
produced abundanL evidencce 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 yeL taken hold.
 

Instead the Bank introduced a clause 
in the 1978 NRDP projwct agreement
 

requiring consultation with 
IDA, and setting forth both marketing and pricing
 

criteria and policies that Government was to adopt (agrecnnt s that the
 

government did not keep).
 

Because of its lack of involvement in 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 Project (Phase i)
 
issued in 
1979 mae s the foilow,4 obervat-iin:
 

Supervision missions raised the 
issup 	of unsatisfactory producer
 
prices on numerous occasionrs-, not only for the karong.3 but also 
for the other Malawi an ru',l develop:mcnt pro let:; (Shire, 
Lilongwe). . .. In l r discssi), w ith GvCi,'curumint c: icials the 
mis.iunn fo;und that d"- t Lh Yi [ ica: r of 
official pricing picy s 21!, Ievel dialoge 

l p 	 it, natua e-, the
 
betwen the 

Governmen; of c ,:' 
informed Bank hendq:.rtc-c accnr!inc,.ly, but no action was taken by 
the Bank until rec ,: v (pa.a 25). 

A similar criticism vai madi in the 


Mala.i ,a dcilU:, 	 he rc'quired. RMEA 

audit report of the Lilongwe
 
Land Devlopmr Prorrm (Ws IT), issued in 198i:
 

,espize the 
,e r 	> af RM'A vmf, the Bank made very slow
 
progress in convinclic, (o'vrnme t to link operationally its
 
production irogran- and L cr to
'Ls 
 its price pol icy. In fact 
since price policy continues Lo be a7- i'sue in other development
 
projects in Malawi (Kn- , c,, or ei;, pra.r.rc d), it app--rs
 
quesLionanle W h:tc G',,i ,, ius :,c.dc nc:
1 WcI Lh,
se,'i nu n.ns, II 'occnatr of 
un avorawyu price p ,<.ic , an if,, 

', , K'S" c I C v, pr",r m. 
, -.rk, dw'pit-u the 

continuous dia ticthUP c "n r-y, has d c,, all it could to 
ass;st .;,'rnmn . uici[ily,L , it, iowards a miire 
produ.-ion-ori,-nt d pri '- policy (parn 22). 

http:pra.r.rc
http:accnr!inc,.ly
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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
 

that 	the Bank became actively involved in examining the interaction cf 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: importanL factor in the 

phenomenal success of estate agriculture 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 I, while low wage costs have 

made Maiawian estate tobacco prod'ct ion competitive on world markets, the 

success of the estate sector has also depended on continuation in the 

smallholder sector of policies towards pricing, marketing, land access and 

rights to grow certain crops, all of which have together reduced the returns 

to smallholder labor and increased the supply of labor to the estate sector 

(an 	a low minimum wage).
 

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 to make major project recommendations since it had undertaken 

relatively little economic work in this area. Thus in 1981 Government and the
 

Bank 	 agreed only on a pricing methodology. 

At around L ,, Lime 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 of the maize 

surpluses that stemmed from this action. As a result, the Bank delayed 

releasing the second tranche of the first SAL.
 

The government 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 prohibitions 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 smal1holder tobacco 

production. For instance, te 1973 Agricultural Sectr Review had recommended 

greater smallholder participation in production through the promotion o
 

smallholder flue-cured tobacco production schemes. Yet little progress 

1/
to have bpen made in this area.appears 

The 1981 Agricultural Sector Report similarly observed that there are 

"no technical reasons why burley should not be grown on customary land 

provided sufficient supervision is given in the initial stages" (6.06). 

Proposals for he lifting of legal restrictions on smailholder burley 

production were, however, made contingent on analysis of :he world market 

prospects for birley. A tobacco study was carried oot to examine this 

issue. The Bank, however, did not push the issue du-ing negotiations, on 

grounds that restrictions on burley production were being relaxed and that the
 

1/ CDC-funded Kasungu Flue-Cured Tobacco Authority efforts had demonstrated 
some success but were curtailed in 1979-81 due to unprofitability. 
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Government needed to strictly enforce regulations on production levels as
 

increases in burley production had already led to a sharp drop in price, given
 

Maliwi's 26% share in the world market.
 

The world market prospect, 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 is 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 constraints. Yet in Tanzania a technological change in the 

curing barns reduced the cost of curing flue-cured tobacco by small farmers 

and production expanded rapidly in the smallhoider 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 smallholder tobacco schemes were the focus of considerable study in 

the early 1970's.! / 

We have documented that in the Kenyen case, even with the relatively 

impressive organization of smallholder services, increasing yields per ha. can 

be more difficult in the smalholder 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 snallholder sector (due to the compening domands of food crop 

productinon, th, lack of simple labor saving technologies and the lack of cash 

fer payment of laborers). Yet relatively little primary analysis has been 

1/ 	 See U. Lele, gp__it; alsc 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 tradeoffs.
 

The duality issue is, however, not only of interest from the
 

viewpoint of income or factor productivity differences among the small and
 

Iargeholder sectors but also because of the disparities in asset distribution
 

that it generates over time, and the consequences of this maidistribution for
 

the pattern of long term growth. From this viewpoint the Malawian
 

government's practice of licensing of new estates in the face of considerable
 

underutilization of estate land is a particularly serious issue. The Bank's
 

1985 Land Policy 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 :hiefs to distribute land in a relatively equitable manner
 

may be breaking down bacause there are financial incentives for chiefs to
 

declare land as surplus.
 

The greatest 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 bradhivevd gro;wth in effective demand for goods and 

seevices, ir:th: rrwh Y a s'r !lsc e entreprenurial class, and in a
 

pattern of development in which employment effects can become self

sustaining,./ Malnai on the other hand shows all the signs of pursuing
 

I/ 	 As is outlined in Mellor's "new economics of growth" strategy. See
 
,uIior, op cit.
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Lhe bimodal strotegy that Johnston has so decried.!
 

As in the case of the right to grow estate crops, however, the Bar.,K
 

has been hesitant to emphasize the land distribution issue desite the
 

findings of the Land Pol icy Study. In contrast iniKenya the Bank has been
 

the land issue for some time.21
considerably more vocal on 

Despite the above shuarLcumi ngs , Lh ough the 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 smallholder exports. Apart from the policy
 

constraints discussed above, this has resulted frOm the narrow
 

geographical coverage of Bank (and other donor) financed
 

agricultural projects, despire their repeated attempt to "spread"
 

serv ices.
 

2. 	 The need for diversification of both smailholder and estate
 

production. The Bank has over time become more keenly aware of
 

the non-price (technological and g,"ernment expenditure pattern)
 

issues that influence t,.s issue.
 

3. 	 Distortions in welfare benefits caused by the government's
 

resource mobilization process and expenditure patterns. This has
 

led to attention being directed to the question of subsidies as
 

well as expenditures. We ague that in the case of the fertilizer
 

1/ 	 Johnston and KiLby, o_cit.
 

2/ 	 Though the analysis oL the process by which land alienation is taking
 
place 	has been perhaps less systematic than in Malawi , thus prompting
 

few recommendations on how government might intervene.
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subsidy removal, a more careful analysis of the fertilizer price
 

otrput price ratios in Malawi combined with the other factors
 

would have led the Bank to go slower on fertilizer subsidy removal
 

(see Section V.D)
 

4. Deterioration of the financial position of the parastatals as a 

result of the government's ad hoc pricing policies.
 

5. Inefficiencies in ADMARC's operations. We argue that The Bank was 

too favorAhly disposed toward ADMARC for too lung despite the fact 

that ADMARC's policies and operations (including its increased 

monopsony role through abolition of the Asian trade) were not very 

different tLan those of its coun urpanrs in Kenya and Tanzania. 

6. Failure to vigorously push for privatization of domestic trade 

especially with respect to the participation of Asians in this 

process. 

The Bank's handling of thesc issues is taken up in Section V.D in 

connection with the dis:ussion of the Bank's lending program. 

V. BANK LENAINC TO KENYA, MALAWI AND TANZANIA
 

A. Overall Lend i ng Paterns 

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) in 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 ($342.7 million).
 

Table 11.1 shows the number of agricultural projects approved and 



Table 11.1 

114 " 0 &;CL-E ;Millioni of rSJ 

KEN'tA 

KNE OFOERAT! X 

TYPEOFOPERATION 

MOUNTMI ?ROVED 

195-69 

4 

Projects 

13,50 

1970-74 

4 

Projects 

40.50 

1915-79 

9 

Projects 

257.00 

1 

m or S# 

30.00 

180-86 

7 

Projects 

172.00 

2 

M orS# 

190.90 

2 

TA 

17.50 

Projects 

24 

483.00 

TOTALS 
M or S# 

220.90 

TA 

2 

17.50 

GRAND 
TOTAL 

29 

721.40 

LAVI 

UMIER OFOEATIO S 

TYPE OFOERATION 

MOUNT APPRUVO 

9&-679 

2 

Projects 

11.47 

1970-74 

3 

Projects 

24.52 

1975-79 

4 

Projects 

50.40 

1 

1980-86 

8 

Projects 

86.30 

3 

N orSo 

170.00 

Projects 

17 

172.69 

TOTALS 

M orS' 

3 

170.00 

TA 

0 

0.00 

GRAND 

TOTAL 

20 

342.69 

TAWZAIA 

WUKBEROFVERATIOKS 

TYPE OFOERATION 

4MXIWTAPPKVED 

165-69 

2 

Projects 

7.!4 

1970-74 

5 

Projects 

76.Q1 

1975-79 

ii 

Projects 

140.70 

1980-86 

6 

Projects 

5.80 

1 

M orS# 

50.00 

Projects 

24 

320.95 

TOTALS 
m orSo 

50.00 

TA 

0 

0.00 

BRMD 
TOTAL 

25 

370.95 

CAAEROON 

JMBEROFOERATIONS 

TYPEOFOPEATION 

OiC' T APPROVE 

1965-69 

2 

Projects 

28.16 

1970-74 

2 

Projects 

17.00 

1975-79 

9 

Projects 

124.00 

1980-86 

9 

Projects 

206.10 

1 

TA I 

4.50 

Projects 

22 

375.26 

TOTALS 
M orSo 

0 

0.00 

TA 

1l 

4.50 

&RAN1 
TOTAL 

23 

379.7b 

WIBE;IA 

NUBER OFOPERATIOWS 

TYPE OF O:ERATIOk 

MOUNTAPPROVE 

1965-69 1970-74 

2 

ProjeCts 

27.20 

1975-79 

15 

Projects 

3155.N 

: 

1 

: 

: 

1980-86 

8 

Projects 

1015.50 

I 

TA 

47,00 

Projects 

25 

1397.70 

TOTALS 
MlorSi 

0 

0.00 

TA 

1 

47.00 

GROD 
TOTAL 

26 

1444. 

SEK&EAL 

WUABER OFOPERATIONS 

TYPE OFOPERATION 

T rPPov" 

1963-69 

1 

Projectt 

10.43 

1970-74 

5 

Projects 

20.79 

1975-79 

6 

Projects 

47.5 

t 

I 

: 

1980-86 

4 

Projects 

55.9 

2 

MorSt 

124 

I 

TA 

4.9 

Projects 

16 

134.62 

TOTALS 

Alor S# 

2I 

124 

TA 

4.9 

:19 

GPM 

T0TAL 

23. 52 

Sacro orsecttl 

SOUCE: Jonri (19K), IFIDs 'Statiewet Of Loans', and IDA % 'Statewet of Credits'. 
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amounts committed by five-year periods for individual MADIA countries. Kenya
 

showed a sharp rise in the volumes committed after Mc. McNamara's Nairobi's 

speech in 1973. The number oi agricultLural projects increased from 4 to 9 and 

the amounts increased even more sharply from $40.5 million to $257 million. 

In Tanzania, the number increased from 5 t 11 from 1970-74 to 1975-79, and 

amounts doubled from $76 million to S140.70. 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 'he 1980-86
 

period the number of project; approved declined in Kenya and Tanzania to 7 and 

6, respectively, but increased in Malawi to 8. Malawi and Kenya received 3 

non-project lending commitments 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 of the cumulative IBRD 

and IDA lending operations to the three MADIA countries in relation to total 

commitments to the East and West Africa regions.2/ The share in total 

commitments for the three East African countries that went to agriculture and 

rural 	development was similar to the average for the Eastern Africa Region and
 

met the McNnmara gwid,:line of 25! to agriculture almost to the last decimal 

(25% in Kenya, Tan.ania and Malawi compared to 2/?.!.T in all of East 

Africa).-3 These percentages are noteworthy since such high shares were
 

1/ 	 These figures for Kenya exclude SAL I which had only minimal emphasis on
 
agriculture.
 

2/ 	 Countries are listed by their respective regions on p. 52.
 

3/ 	 in the West Africa region the commitments to the MADIA countries for
 
agriculture and rural development were a far higher 42.9% of the total
 
compared to 29.27 for the recion.
 



Table TI.2 

COMBI ED IBRD AND IM CU JLAIIVE LENDIKG OPERATIONS 8Y SECTOR AND RE6ION 
tS OFJMbE T0, 19BL 

Imillicns of IUS) 

EAST AFRICA VF ST URICA OVERALL 

1 HCOADIA AL DIA'S SWR MADIA ALL MDIA'S SHARE MADIA ALL MADIA'S SHARE 

1.AFIC0 IL'E AND 

LrPt01ELIE4T 976.6 2P,95.4 33.81 1951.6 3112.0 62.81 2931.2 5997.4 48.91 

--orr~nt~e of to l 25.Cl 24.41 42.91 29.51 34.71 26.81 

2. nj !C 1"7pAS'RUCItpE 1341.7 469.2 28.61 1306.3 3595.7 36.31 2650.0 8294.9 31.91 

-- >c nt~p of tetal 34.51 39.71 78.71 34.11 31.41 37.11 

3. 1Nr'.jT. 344.0 1291.5 26.61 312.4 902.6 34.61 S56.4 2194.1 29.91 

- percentage of total 6.81 10.91 6.91 8,61 7.81 9.81 

4.OT0!! 1794SUCT1ME 282.3 674.6 41.81 460.3 865.0 53.21 1 742.6 1537.b 48.21 

--- rn of totai 7.21 5.71 10.11 8.21 8.81 6.91 

5. 4 Pc ,PUiCEO LOPKEXT 342.4 1004.5 34.11 254.1 677.4 37.51 596.5 1681.9 35.51 

--->prrcEntqe of total 8.81 8.51 5.61 6.41 , 7.11 7.51 

6.NGM PROJECT LEKDIv!S 540.9 1070.4 50.51 204.0 1136.9 17.91 744.9 2207.3 33.71 

-->pK centge of total 13.9 9.01 4.51 10.81 8.81 9.91 

7. TECM"TCP.L ASISTWCE 69.5 211.4 32.91 60.0 251.3 23.91 129.5 462.7 28.01 

--)ptrrct~u of total l 1.81 1.1 1.31 2.41 1.51 2.11 

EAtIM TITAL 38"M.5 11837.0 32.91 4551.7 10540.9 4 .21 0451.1 22377.9 37.81 

* 100.01 100.01 100.01 100.01 1100.01 100.01 

Sources Worli Bank Annual Report, 1986, and Jones, 1985.
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World Bank Categorization of African Countries by Region
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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': is partly the
 

result of a better developed network of physical infrastructure 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 the
 

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 recalling 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 the 1970-74 period but took 

a sharp downturn zoincident 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 aVain to slightly less than 30% in 1980-86 period. 



---

-----------------------------------------------------------------------------------------------

Ta le IT1.3
 

CO NP1E IBRD AND IDA CUMULATIVE LENDING XPRATONS BY SECTOR
 

AS OF JUNE 30, IR86
 
(allions of SUS)
 

KENYA MALAWI TANZANIA CAMEROON NIGERIA SENE64L TOTAL
SECTOR 


1.AGRICULTURE AND 

RUJRAL DEVELOPMENT 481.00 172.69 320.95 375.26 1444.70 134.62 2931.22 

--?percentaq of total 24.01 26.21 26.11 17. 1 50.01 20.61 34.71 

483.13 	 211.21 2650.04

2. BASIC INFRASTPUCTURE 778.45 167.89 397.40 611.96 


2!.21 31.4%
 --->percentae of totsa 38.71 25.51 32.41 48,.1 	 32,31 


92.00 5.00 247.00 18.00 237.00 57.40 65 .40
 . INDUSTRY 
4.61 0.811 20,11 1.87 8.21 8.8. 7.8 ---)percertage oi toni! 


62.00 	 373.80 40.50 742.60
4, OTkER 	gP.FRSTUCTURE 194.30 26.00 46.00 


9.71 3.91 5.01 4.61 12,91 6.21 8.81 ----percentaqt of total 

5. HLII)4 	 RESOUPLE DL'ELJPMENT 160.17 115.33 6W.90 67.87 126.69 59.51 596.47 

...;~n~ 	e of 8,01 17.51 5.41.
c tot;! 	 6,B1 4.4i 9,11 7.11
 

0.00 80.00 124.00 744.90
6. NON PROJECT LEHDI5 275.90 170.00 95.00 

2," 18.91 8.8%?perCent? of total 13.I1 25.8' 7,71 0.01 

18.00 	 129.50
7. IECH01CAL ASE1STANCE 28.00 2.50 39.00 14.50 	 27.50 


0.42 	 1.41 0.61 4.2 i.51
 ---)percent Qe of tota 1,41 	 3.21 


ERh, TOTAL 	 21.R2 659.41 1228.25 1004.76 282.15 654,74 9451.13 

19.54 6.83 21.35 9.87 96.49 6.38 160. 451984 POK AL i %'iiions' 

PER CPllA LEIPNt' $,'pcrson: 10-96 96,5"2 57.54 101.76 29.9P 102.69 t2,67 

Source: 	 Jones (1985), IPRDs 'Statez nt oi Loins' (9/86) 

and IDAO St,' t!'-:ent of Crnxts' (10/6 ) , and 

World Bank ,nual Report, 1986, 



0 1 1 . 4 

AD!IA: WORLD RANI LEINDIG OPEptjAIONS BY SECTOR (i111ions of US11$) 

70-74 Fiscal Years 75-79 Fisc l Years BO-B6 tOTALSFiscal 65-69- ------------------------------"ears Fiscal Years 
IFY1965-Bb)
Commitents 	 ComitentsCEonilmtonts 	 CobItflnt S 

IBRD IDA COrRINED: IBRD IDP COIIBIMEDI 
SECTOR IBRO IDA CEMIINED 199D IDA COBIWED: IPRO IDA C04lD', 

I It II 

132.42 206.t2 613.70 3,.90 974.60 2? 30' 80 1678.60 : 1992.40 938.82 2931.27 
9(' 'L. PVELflP i : 1,.40 52.70 71.10 1.50 

46.057 A,,1 . 42.14 . 2!.047 34.731: 31.:.I 30.6q1 34.681! 
cI t 0 i1 19.991 79.161 2..061: I I7. 4. 1 21.31U 38.197-)rprrent.ge 

4( 0 4.70 593.0 9. 49.>0 141.0 ', 819.19 2650.04 
2. 84,S10 IU'P..TRLtIIPE 62.70 5.49 1 4 R.IQ 4"5..5 .11.10 5L5.25 

',
.qE7 27.z 2..5 26.1 81 31.36 "1:5. 	 - ,n. .e p In f total 

7s.A, 6 1 n 	 7..70 p;3.205 5. .. 656.40 16.00 19.6rI.,.bbn 8.00 751.9:3. 1N0lV 1f-	 6.O0 n.O o.r 
?01 7.771;1 .F--,p t0taI 	 0.00 7.2,01 2.2. 2.557 7,7: 16.47 . 14.7 58,

cenrIaqe of 6.511 


2 .0 2. R , Q 103.5, 4. n 6.0 174.50 742.60 	1 
:4.OMER Pip4S F. : 5.Or) 0.00 5.p 

1i 7. 5.701 8.79111.761 2.561 1.681: 14.15 .. 12.M311 IC.BU 5.17 8.96
total 5.431 0.00 1.831:-'p, Cre iaqe of 

I. ,142.56 : 1.3i 53.41 124.71 ).. 1 ,f , 64. 1 277.90 291.90 ,?. 10 434.07 596.47 
5. HIJN PESl!FICE HEYELrFq1,ENI 0.00 42.56 

I I 604.1 301, 14.197 7.061! 
--- percen aa.j of total 0.0,I 23.557 15.601, 10.841 17.071 12.851, : .. ,. 14. 6 5.18 2. 

454.00 5;9.90 2.75.30 469.00 744.90
0K 0.00 ', 80.00 0.00 86.00 60.00 5.00 75.00 1 15.

'6. ON PROJECT .EV-DI8 01n 
1.:i111 3.161: 4.451 25.42Z 12.201; 5.121 15.331 8.811: 

0.00l 0j.C0I010-- ) rr erage of total 	 0. ( . 12.16i 0.001 . 8247. 3.771 

i12.70 1 i 19.' 110.50 129.50
0.01 0. u. 00 0.00 , 0 1S.9 16.80 19.00 93.70

7. "ECHIFCL OSS1SIAKOE : 0 0. 0 
0. 67 5.261 2.3311 0.351 3,611 1.531:0.00"T 0.0(,1 (.007(1 2.14 0.7 1: 

--- )pprcentaqe of total 0.001 0. O.,r2 0.007 

3059.28 8451.13 1
 
101005S , 92. 0 180.75 272.85 1 657.95 312.83 970.78 	: 1590.50 783.70 2314.20 1 3051. 0 1782.00 4833.30 1 591.85 

, 66.q7. 33,017. I ';3.137.36.871 , 63.B01 36.201 
33. 751 61.251 ' 61.781 32.221F 11E9'lT A S 

Jones 1985), and IfAs "Statement of Development [redits* (110/6)SOUREE: da[ptEd fron 


and IBRD s 'Statement of Loans' 19/86).
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The share devoted to human resource development also declined from
 

15.6% 	in 1965-69 to a low of 5.78% in 195-79 (Table 11.4). Thus, basic
 

"public goods", which have important exrernalities in the development of
 

agriculture, received 1esq support from the Bank.-1/
 

The proportion allocated to nonproject lending was higher in 
the
 

Eastern Africa MADIA countries compared to the regional average for all of
 

East Africa (13.9% in the three M:DIA countries compared to 9% in the Eastern
 

Africa Region) -- see Table IT.2. Nonproject lending was very heavily
 

weighted by the amounts going 
to Malawi anu Kenya. As noted earlier, Tanzania
 

received no project or nonproject loans or credits in support C agriculture
 

between 1982 and 1986.
 

The share of nonproject lending was lowest at 7.7% ($95 million) in
 

Tanzania compared to 25.8% in Malawi ($170 million) and 13.77' in Kenya ($276
 

million) -- Tables 11.3. 
 Tanzania continued to receive commitments for other
 

non-agricultural sectors of its economy -- most of these were for basic
 

infrastructure (i.e., port, power and highway rehabilitation, petroleum
 

exploration, education etc., as well as supplementary loans for the Mufindi
 

pulp and paper mill and urban water supply).
 

An ironic effect of conditionality in the Bank's agriculture and
 

macroeconomic lending in Tanzania has therefore been to further reinforce the
 

bias of t.e Eank's lending, against agriculture. Had the lending strate-y been 

carefully rplatLr" Lohe soundnop 3 of the reci pient's overall devulopment
 

I/ 	 Part of this reduction, 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
 
cons t ruct i on. 
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strategy, then all aspects of the lending program rather than only that going
 

to the agricultural sector would have been affected. ! In the Tanzanian case 

such an approach would have included rehabilrittion of basic infrastructure 

but not lending for large scale industry that competes with agriculture. 

Table 11.5 shows the intersectoral breakdown of 113141) versus IDA lending 

to MADIA countries and to the East Africa regions by sectors. Table I.6 

provides the same information for East Africa countries over Lime. IBRD 

commitments declined in East Africa MADIA cuntries in the 1 980s over the 

previous two five year periods due to increased debt service problems (see Table 

11.6). A smaller proportion of IBRD resources was comunitcd to agriculture in 

MADIA East Africa countries (17.4%) than of IDA resources (30.5%),1 / although 

1/ 	 In such a situtron lending strategies might have two components, namely, 
"baseload" lending and "vavtiable" lending. Countries that do not have 
policy er'ironm,:nts conducive to development would be el igible only for 
"baseload" iending for " stmt' essential to long term growth. 

2/ 	 In the W s A r-i,, r-, r, hw,',,, ti proportion of I13RD resources was 
greater (, .. M t L,,t : ) com , mn ', went for a, ricultutre ; 86.3% 
of th 1 R n , ;,r ,; F-, arripultur, and rural devel o , ra 1 n Wen 
Africa w,.- to M b.I cou!l rit . T'hi is b,0cus ' yeri and C,.mron, 
both oil ,:. .r ia c,*ri.n, :,, ,O to recive IDA ioans in L ,: early 
1970s 	 ard 19H2, r ;, " i'-v ,as I h ;a'ris,0, chie.ad roo high per 
capita 1' . , In to ,a 'lily toi the .it . IDA Loans 
in th, a rv t 'r,a: ( u ral sS t ,,-:, i s LO - ' h, t , 1 IL-weethe 
Bank and Cs 'q .. .'h: in turn, int'l ,.nc,, tno. typ:,s of project:s the 
Camerooaur rnI 1 wilt , . accept Iundiing f tor rum the Bank.mO.'erOnt 

°
lhn , r . it 'i5very 1( L ,accept a rw ,-si .ch proj ncf in 1p w r ;Ilt 
that i ' e"P , . ',;L. ion lag and was particularly cotcerned about 
the ti. w: O-:b, ic as ist . tla it would ha.c to borrow for on hard 
t ertm . 

http:0,chie.ad
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IBRD D IDA CUNMLAIVF LENDIG OPERATIONS BY SECLOR AND RE6IUN 
AS OF JUNE 3., 1986 

1i1Iiori os t5 

EAST AFRICA WEST AFRICA 

1.A? 'TE AND 

DEVELOPaT 

-prre~taqe oftotal 

IpPD 

MADIA AlL 

2p8it293.4 47Y.0 

17.41 10.61 

NADIA 

SHAPE 

59.71 

NADIA 

693.2 

30.51 

IDA 
---

ALL 

2406.4 

32.91 

NADIA 

SHARE 

26.01 

NADIA 

1109.0 

45.41 

IBRD 
--

Al 

1o79.5 

30.21 

MADIA 

SHARE 

B6.31 

MADIA 

245.6 

31.21 

IDA 
---

ALL 

1132.5 

79.41 

IADIA 

SHARE 

21.71 

. ! %PnSTP5 

-ppt;Qp of 

QFU 

total 

775.7 

47.61 

2353.9 

52.21 

33.01 568.0 

25.01 

2345.3 

32.01 

24.1 21 1055.2 

28.01 

2162.7 

33.0l 

48.81 251.2 

31.91 

1433.0 

35.91 

17.51 

-- Frr'tr of !oIa 
244.0 

15.1 

/71.6 

17.11 

31.61 100.0 

1.41 

519.9 

7.11 

19.21 2 
2 

299.2 

7.91 

691.1 

10.51 

43.31 13.2 

1.71 

211.5 

5.31 

6.21 

4. 01JT 

- -

IWN9TPrE 

". o: tota! 

146.3 

9.1 

287.2 

6.41 

51.61 134.0 

5.91 
3R7.4 

5.31 

34.61 11 419.9 

11.21 

625.3 

9.51 

67.11 40.5 

5.11 

239.7 

6.01 

16.91 

5. tDi Th',OfE ,tCFN 

ppr,taqp M tt! 

f1 10.0 

0.61 

194.1 

4.31 

5.21 337.4 

14.61 

P10.4 

11.11 

41.01 2: 

2 

152.4 

4.01 

241.9 

3.71 

63.01 101.7 

12.93 

435.5 

10.91 

23.31 

. ONlPPOllf LWfT 
ofrc-.taqof toil 

165.9 

10.2t 

412.9 

9.21 

40.21 37S.0 

16.51 

657.5 

9.01 

57.01 2 110.0 

2.91 

760.7 

1..61 

14.51 94.0 

11.91 

376.? 

9.41 

25.01 

prrcntj' 
,A,1.0 

of t041 0.11 

13.6 

0.31 

7.41 66.5 

3.01 

197.8 

2.71 

34.61 21.0 

2 0.51 

92.0 

1.1 

19.61 ?.o 
5.31 

159.3 

4.0 

26.41 

TOM, 1628.3 4,t2.3 36.11 2271.2 7324.7 31.01 2 3763.5 6553.2 57.41 788.1 3987,7 19.61 

Sources: World Pant Anwal Rport, 1996, and Jones, 1q85. 



EAST AFRICAN NADIA COUNTRIES: WORLD BWlK LENDING OPERATIONS BY SECTOR (Mitlions of US$) 

------------------------ ------ Fiscal Years 65-69 Fiscal Years 70-74 Fiscal Years 75-79 : Fiscal Years 8O-8b TOTALS 

Cositmernts o~itepnt, Commitments Cosmaitents (FYI?65-B6) 

SECTOR IBRO IOp COMBINED: lPO IDA COMB1HED: IBRD I[I COMCINED: IRO iDA COMBI NED: IbRD IDA COMBINED: 

1. ASRICULTURE AND
 
RI'P41 DEVELOPMENT 0,00 32.51 37.51 : 3.00 107.93 141.93 188.70 75g.40 448.!0 60.70 293.40 354.10 243.40 693.74 976.64 

-pvrcentage of total 0.001 ?9.731 26.751 1.201 50.971 35.61 22.771 45.901 32.151: 10.111 21.191 17.B31 11.40" 30.521 25.051' 

:2. 	 PASIE I"FRiSTRUCTPE 12.20 139.50 331.20 775.7055.66 67.86 63.98 203.4B 253.00 7 7.0 371.00 370.20 741.30 56,04 1343.74 
-prcent;qe of total 100.001 5.0.911 55.831: 74.681 30.221 5!.061: 30,5 1 13.82 22.762 61.177 26.73: 77,'33 47.641 25.011 34.4bl: 

:3. 	I nt . ;Co, 0...0 5, 0 .,0o18.0 
---7prcentaqe of 0.002 0.00,;02.2 3.C7; .1.12 1.510: 1.302 3.82: 114.99 4.401 8.921! 

uMSIP' ... 	 5 13.00 253.00. 1 .( 18p7 73D; 244.,,0 i(0.00 344.00 

total 	 0.002 0. (1 2,582 2.251: 

4.OTHER i FP0STRU1URE o0.00 0.00 0.00 : 8.20 0.00 8.30 13.01 £0.50 1qZ.7 7, 73.50 8.0 : 149.30 134.00 282.30 
--pprcentaqe of total 0.00 1 0.00 1 0,00 4441 0.001 .08 16 . 701 nB . 1 4.051: 9.111 5.90', 7.241: 
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the proportion of IBRD commitments to agriculture in the three East Africa
 

MADIA countries was higher tnan the Eastern Africa regional average (17.4%
 

compared to 10.6%) and that of IDA lower (30.5% compared to 32.9%) -- see
 

Table II.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., integrated 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 allocating 25% of all resources to agriculture and rural
 

development. Thus, the selection of parastatal agro-processing projects in
 

Kenya and Tanzania and capital intensive irrigation, or credit projects, such
 

as those financed in Kenya helped to create the impression that poverty was
 

being alleviated because fu.nds were being directed to the agricultural
 

sector. In reality, however, the Bura irrigation project at a realized cost
 

of $25,000/ha. (or ev.n at its originally estimated cost of $13,500/ha.) was
 

very capital intensive 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 .till excluded the vast majority ot small
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farmers. The Group Farms Project in Kenya similarly did not benefit many
 

small farmers and much of the credit was can:elled 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 1980s entailed
 

significantly increased amounts of technical assistance. The share of self
 

standing technical assistance projects increased from nil in the 1970-74
 

period to 2.3% for all MADIA countries in 1980-36 (Table 7I.4) and 3.2 for
 

East African MADIA countries (Table I.6). In this regard, although the
 

recent policy focus of the Bank is a welcome one, Lhe Bank's demonstrated 

willingness to address the problems of basic institutional and humna, capacity 

-- which likely require fewer financial resources but greater nurturing -

appears to be stil qui te low. The Bank continues to opt in favour cf 

measures such as technical assistance, which serve secondarily to prime the 

pump of lendiny. 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.
 

1 
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(i) smallholder integrated area development projects and (ii) parastatal 

operated projects directed mainly towards agro-processing of export (or 

import substitution) crops -- tea, coffee, sugar, tobacco, pyrethrum 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 di not evidence a clear sense of priorities decived
 

frow an analytical perspective with respect to the types of investments
 

needed to modcrnize smaliholder agriculture in the early stages of
 

development. They therefore did not reflect the concern for appropriate 

sequencing and phasing of act ivities that such a framework necessarily 

implies. Such a view would likely have stressed development of national 

capacity for agricultural research and extension and improvement of the 

policy, planning, budgetary, monitoring and evaluation capacity in the 

ministries of agriculture (including substantial investment in the training 

of nationals as well as in improving incent iv sy.tems in the governments in 

order to retain qualified staff). These emphases were to become priorities 

of the Bank in Kenya in the early 19S0s but only after the generally poor 

implementation experience of an overextended 1970s project portfolio. 

1. 	Agro-Proces sing Projects
 

The number of agro-processing projects was greater in Tanzania (8)
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1
than in Kenya (4).- Bank projects took the role of the public sector as
 

given, especially in Tanzania, and indeed reinforced its role through
 

substantial investments in parastatals. The growing number of parastatals
 

served as vehicles For channelling relatively large scale, cenLralized
 

investments in a reasonably short period of time. ind,.d, it wculd 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 sector agro

processing. Due to scale economies dictated by the lack of alternative
 

technologies, large investments are required for processing some crops. 2 / In
 

the absence of a well-developed indigenous private sector, the development of
 

public sector agro-processing was deemed necessacy.
 

The tea and coffee projects in Kenya represent probably the best
 

example of Bank agro-processing projects in Africa. The first two tea
 

I/ 	 Of the 29 agricaltural operations financed in Kenya with total funding
 
commitments of $721. 4 million (see Annex for more complete project des
criptio:s), rhr e w :r for the development of smallholder tea (two for
 
establishin, sn h]loder producnion in the 1960s and one for establishing 
tea factori. iq !974), one for improvement of already established small
holder cof p o-' ictluding ssi ng (in 1979), two sugar
,duct ion proc 

pro ect (on, involving a r,,'ic' try in 1977 and anoLher rehabilitation
 
of e:in -, sup.-r f,. orie- in 1978), a c!ottn processing project in 1982,
 
a fisheries projects, Lwo livustock projects (involving the development of 
ranches in 1969 in 1074), three forestrV projects, four agricultural
 
credit pr on rou farn project, one rigaLtion project, two in
tegrated ,-ricul',ra projects, one extension raject, twQ semi-arid preas
 
projects, owniachnical sistance pro jc stoarid thre: structLral/sectoral 

adjustrcm W op ;irt ions. 

2/ 	 This app-ar 1) be more true for coffee and tea than for fine cured 
tobacco, athlnh in Malawi the government has promoted large scale 
estate prc i i. o! flue cured tobacco because of UP , iC that 
smallholders cannot affort the costs of investments in processing. (See 
forthcomiN4; paor by J. We on estate versus smal hidar production 
strategies). 
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projects, funded in collaboration wi:h 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 
.ade a very important ccntr-ihtion to the
 

analysis and resolution of KTDA's financiaL problems that resulted from the
 

exchange 	rate losses that followed unanniciPated devaluations.
 

The Smallholder Coffee Project financed by the Bank in 1980 also
 

alleviated an important constraint to the development of smallholder coffee
 

production by providing assistance for the rehabilitation or construction of
 

cooperative factories. Coffee cooperatives in Kenya have on the wnole been
 

impressive in providing effective servicess to smal]holders. The Bank
 

contributed to this excellenc performance by addressing the 
important problem
 

of delays in coffee payments to producers.
 

The experience with the remaining agro-prccessing projects has been 

less positive. Sugar processing pro ects in Kenya have had many problems. 

The South Nvanza suoar project was located in n drought prnne area and 

inadequate productLion services were provided to the outgrowers by the sugar 

factory. The factory also experienced substantial cost overruns due to
 

unanticipated e.change rate adjustments at the same time that world sugar
 

prices collapsed, thus making imports more competitive.
 

The South Nyanza project stresse:; the particular vulnerability of 

projects that a the outset are only maroinally profitable only to have world 

market prices move in the opposite direction to that predicted. The South
 

1/ 	 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 Kenya -- was funded partly
 

in response to the government's concerns about regional income distribution.
 

When shortages in cane throughput were encountered by :'he factory, the Bank 

recommended that the Government of Kenya raise its entire sugar price 

structure in order to improve producer incentives. However, t is occurred in 

a situation where producer prices were already above import parity. Other 

sugar factorie, in Kenya had much lower cost structures and therefore could 

potentially earn considerable rents from increased prices.- .fforts by the 

Bank to also assist in the rehabilitation of the sugar sector in Kenya were
 

undermined by the government's reluctance to engage in subsidiary financing 

agreements with the private sector arl thus this project also did net achieve
 

its objectives. 

a. Other "Marginal" Projects 

The Bank's agricultural portfolio in Kenya in the 1970s had the 

effect of contribuLing to a level of expenditurei in agriculture beyond the 

government's; financial and administrative capability an 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 

ieaving those investments with higher and more certain returns to the 

government. Accepting this argmrent, the ques;tion the:n is orne of whether in 

undertaking such risky investments the Bank's involvemenL helps reduce future 

risks for similar investments; also whether its investments represent the most 

I/ 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 Bura project was by the Bank's own admission quite
 

costly but 
this cost was justified on the basis of the governmerw's keenness
 

to invest in irrigation in order to relieve land pressure and create
 

employment opportunities. A project of this magnitude should, however,
 

arguably have never 
have been financed as Kenya had little experience in
 

irrigation. There were many problems with soils and with the design of the
 

irrigation system as well as with settling the target 
population in an
 

inhospitable area.
 

Certainly once it became clea" that cost escalations would be very
 

high (total base costs in 1982 were 187% 
of appraisal estimates), the
 

economics of the project should have appeared questionabl, and the government
 

should have been persuaded to stop the project before the construction of the
 

dams began. However, this did no: happc<:. Several other projects in Kenya
 

were similarly of questionable value when approved, e.g., the Croup Farms
 

Project, 2nd TADP and at 
least two phases of the ANG credit projects. All
 

performed poorly. For instance, considerable skepticism was voiced by
 

technical staff in the Bank about the viability of the Group Farms Project and
 

yet it was approved. As a consequence much of the credit had 
to be cancelled 

because of farmers lack of i. rest in group farming. 

The first AFC agricutural credit project was quite successful in 

increasing the production of smallhoider dairying, though this result was not
 

one that had ocen anticipated in the project's design. Subsequent credit
 

operations, however, 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 Marketing project was also a failure
 

because of a host of probloms not ade'juateiy anuicipatcd in p:oject
 

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 rnarkot prospects.
 

The Integrated Agricultural Development Projects (IADPs) were found
 

to be too complex. In the first IADP 13 institutions and 5 ministries were
 

involved and project coverage extended over four provinces, two of which
 

suffered from problems of weak cooperatives, inadequate 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 distribution objectives. What is puzzling, however,
 

is that a large follow-on second phase of IADP was financed even though the
 

first phase was encountering major difficulties.l/
 

The generally poor performance 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 but are
projects would have very low ERRn still 
on

going (Bura, Baringo) or are ones for which PCRs either were done (AFC
not 


III) or have not yet been officially issued (Sugar Rehabilitation), the
 

overall picture is even less positive.
 

1/ The above review has contained only very brief highlights from the 
Bank's project experience. A detailed project by project treatment is 
found in Lele and Meyers, oi cit. 
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3. Issues Raised By The Bank's Projcrt Lending Experience
 

The problems encountered in the Bank's project portfolio in Kenya 

suggest several general ob;ervations about the factors that have limited its 

success as well as factors Lhat might contribute to increased success in the 

future.
 

a. Comparative Advantage and World Mar~et Prospects
 

The first issue arises from the Bank's tea and coffee projects. It
 

has to do with the type of advice and financing 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 advantage. In the case cf tea
 

or coffee, however, due to perceived conflicts among its various borrowers
 

(e.g., Sri Lanka and ladia vis-a-vis East African countries) and the likely
 

decline in their individual incomes from aggregate expansion of production,
 

the Bank has stressed ittensification of existing production and processing
 

rather than area expansion.l/ Fungibility, of course, means that it does not
 

particularly matter vhich investrnents the Bank finances. It is the marginal
 

investments made possibe by such financing that are of interest. In the
 

Kenyai case the financing provided by the Bank for processing facilities for
 

1/ 	 The policy, has however, allowed for considerable flexibility in its 

implementation based on the consideration that countries with no 

alternativ, ci opp. w iu ,,r should he a1.1 owod to recive support from 

the Bank. The Lank therefor, undertook a tea projec" in Tanzania, which 

esLablished 15,000 ha. of tea, whereas n K,,y- it r.stricted its 

financing to the estnblishmwnt of factories. 
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tea and coffee provided a strong incentive for smallholders to expand the area
 

under cultivation, especially given Kenya's positive incentive price policies
 

and effective services to smallholders. However, intensification of
 

p'oduction (i.e., increased yields per ha), which the Bank did seek to 

promote, has not materialized in either tea or coffee.l/
 

b. Factors Influencing Decision Making at the Farm Level
 

The factors influencing intensification and how the government might 

assist in this process from the perspective of fostering both short and long 

term growth are areas that require detailed analysis. Indeed, the lack of 

farmer uptake in a number of the Bank's projects (e.g., the Narok, 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, despite the Bank's substantial investments in tea,
 

relatively little systematic knowledge exists of the factors affecting
 

resource allocation in tea production.2/
 

c. Influence on Allccation of Capital
 

The third issue relates to the Bank's influence on resource 

allocation decisions made by the go.,ernment. Bank-supported projects in the 

1970s, though undrtaken co as1st the government in achieving regional equity 

I/ 	 See forthcoming paper by Lele on estate versus smallholder production. 

2/ 	 The Bank is, nowever, currently carrying out a major review of the 
coffee subsector. 
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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 has had both a
 

human capital and a financial dimension. The former 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 postponement of necessary 

investments in ag-icuLtural research, rural physical infrastructure and 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 were marginal 

projects -- accounted for at least half of the MOA's development expenditure 

budget during tne 1177/78 to 1982/83 pwriod. Total gross budgetary 

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, re lche a peak of KSII 9 million or 28.4% of the development 

budget in 1981/82, and sugar accounted for iSH 7.5 million (18.6%) in 

1932/83. Together these two activities alone accounted for just over 40% of 

the development budget in 1981/1982 and 1982/83. 

d. Riskbearing
 

A related issue conce:is 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 exteno by the Bank's willingness to be innovative and take
 

risks. The poor performance of the portfa1io in the 1970s stemmed more from a
 



PART-2 - 72 

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 effective results.
 

Undue risks were ai ,o undertaken when evidence indicated that
 

projects were unlikely to be feasible and yet strong actions were not taken to
 

stop such projects. 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 return than the evidence from the project appraisal
 

or subsequent supervision experience would appear to have warranted. Thus the
 

government ended up having to provid, financing for a substantially greater
 

investment than was originally envisa eJ. 

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 were 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 overcommitments. But the contribution of the
 

Bank's poor prcject portfolio to this situation tends to be overlooked -- as
 

does the possibility that this factor affected Kenva's receptivity to Bank
 

overtures durin; 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 research, extension, credit and marketing capacity on 
a
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subsectoral basis. In this connection, we believe it is nec, ssary for the
 

Bank to use its considerable influence in its policy dialogue with the
 

government to press for development of Kenya's own planning and analytical
 

capacity. This will involve getLing the best Kenyan manpower to work on the 

problems of agricultore as well as engineering a larger supply of such 

manpower -- as opposed to continuing reliance on the short term palliative of 

external 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) to work on Kenya's policy problems on a long-term 

basis. It will also mean the Bank will 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 inst'tutions that are engaged in agricultural and 

social-economic research. It will require investment in increasing the supply 

of Kenyans with post-graduate training in disciplines that are important for 

formulating and implementing effective agricultural policies. 

1/ 	 Success in achie:in these objectives will obviously depend on the 
government's willingness to adopt measures to strengthen governmental 
capacity. Thin might be prompted ny providing assis:tance with which to 
give Long term (five y r) contrurs to Kenyan foreign Lriined 
universi tv and rn;,w-rc personnel with advincd degrees in economics, 
sociolog', ,tc., w.o arc no in r ai iv v , ;:,g plly in Ken'ya. and 
who swel t h, rnr Ps of consult ing firm- M ohr ', fore i ,n donor;. 

CHowever, this would reoquirL corsi. ra, l, ClVa-, iin tih '(Ivernll nt 
current stance toward use (i hihivi,, tra ined non-civil servants. 
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4. Structural .djustment Lending
 

Increasing economic difficulties in the second half of the 1970s led
 

Kenya to seek support from IDA and the IMF. This resulted in the financing of 

the first Structural Adjusitment LLoan (SAL.). The first SAt. did not involve an 

agricultural Component. Instead the Bank began an increased program of sector 

work on agriculture in the early 1980s. The second SAL (US$ 130.9 million) 

included components designed to address "key" constraints in the agricultural 

sector. Specifically, the program was to support: 1) reforms of pricing and
 

marketing policies; 2) regularization 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 te set of rc~forms specified in SAL It. It is also likelv that 

commitment to these oijectives varied within the government. The one 

exception to this has been the progress made in the area of planning and 

budgetting in the Miniscry of Agriculture, which has in turn has led to 

similar reforms in other government ministries. 

The Bank has recently moved towards 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 ar;ricultural development in Kenya, namely, 

the Agricultural Sector Adjustmen Operation (US$ 20 million) and an 

Agricultural Sector Management Project (US$ 11.1 million), both using IDA 

funds. The latter involves a technical assistance project designed to support 

the strenthening 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 support
 

component to fund ferrili:er3, pesticides and chemicals, agricultural
 

machinery and spare part., veterinary services, seeds, petroleum and transport
 

equipment for the sector. In addition to the inputs component, the Sector 

Operation contains a further set of ambitious objectives for its short (two
 

year) Lime frame. It seeks to (i) improve production and invstment 

incentives with a focus on prices, marketing and private sector development; 

(ii) implement programs of parasatal 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 whethr they involve too
 

many initiatives spanning too many institutions 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 jndul'y optimistic about propoied policy changes. 

Finally, we note that after 26 years of involvement in Kenya, the 

Bank is now conidering 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 that thi is a formidable task in which success
 

will only be realized over the long term.-'
 

D. Lending to Tanza&ii 

Although 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 rurdl development projccts.2/
 

1. Support for Crop Parastatals
 

IBRD and IDA have provided loans and credits of $261 million in
 

support of various crop parastatals 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).
 

I/ 	 See Lele and Goldsmith, o cit. 

2/ 	 In Tanzania there were 25 operations including two tea projects: three 
tobacco projects, one involving (smallholder) production and two 
invoLving processing and handing f tobacco; two cashewnuL processing 
projeclts inv ,,n,, the, :s:aohli im , of c he fu.tr-l.ec ; one 
smallhOlde r cO t::O prov' pro :nct; one sug.r projerct i nvolving 
financi, n q'h;', o-!t W ', Ol: one 

smailh'oldor" m i " prudnwi , , ,tand one project in snu oorz of the 
nat 	 al .rp,,- th,, i hth I storage,m iii . h led e i:,, 
mill in, rn J WM~ ma n baic; one smallholder 

pyrethrum ptro ,i p;o, ' ic ( onp ductionout d, ',, p (; C 
project ; two iv,, ,,l ' proJects; one 
fisher - pr'; ci ; i . ;:r", Pr, t ; W,, credit pro ur.:L; thrau 
integrwoti. v, ar-,A d ,ali, i ,. in )*:, s; an doW0 Exp rn Q. h Latio.1tii 
Credit in support of macro and sec:l,,- 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 project in Kenya (financed in 1974), the project
 

in Tanzania focused on intensification of smalLholder tea. However, as was
 

also true in Kenya, the result was largely an increase in the area under
 

cultivation ra:.her than increased intensification. This was followed by the 

financing of a smallholdcr tea consolidation project in 1980 (we indicated in
 

Part I that smaliholder tea is one of the few crops which has shown positive
 

growth -- 13.7% annually -- in production in Tanzania). The tobacco 

processing (1976) and handling (1978) projects were aimed at improving these
 

functions in the tobacco subsector. The Kilombero Sugar Project in 1974 (like 

the South Nyan:za 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 1930 Pyrethrum Project financed 

improvements in smallholder production of pyrethrum. Finally, the Grain 

Storage and Milling Projc was, despite its name, undertaken primarily to 

address the problem of inn; i<ciency in the grain marketing board (NMC), which 

had accumulated financial losses of TSh 3 billion by the end of the 1970s. 

The above agro-processing projects in Tan:-ania generally did poorly 

because of cr-. production failurus. Proj.ct appraisals in the 1970s did not 

fully anticipate the full effects of the government's policies towards the 

smallholder sector (outlirnd in Part I 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 questioo the monopsony functions of the
 

parastatals involed in agroprocessing. In fact by channelling nearly half of
 

its total commiLments to the agricultural sector directly to the parastatals,
 

it inad.',r LenLl r'inforced their already dominant posit on. By 1983,
 

however, the b.n''s Agricultural Sector Report concieen_ ti= "due tC 

overwhelming instituional and national 
problems this assistance [to
 

parastatals] has had little positive effect" (p. 70).
 

Tanzania has the highest number of projects with zero or negative
 

iates of retur among all MADIA countries (see Table 11.7). Of the (10) 

Tanzanian projects audited by OED only 
two (Flue Cured Tobacco and Smallholder
 

Tea Developr-'-.. 
 ) had economic rates of return over 10 percent, one (Kilombero
 

Sugar) had a rate of return of 41 and 7 (Kigoma, National Maize, Tabora,
 

Ceita, Cashewnut, Tobacco Handling, Tobacco Processing) had negative rates of
 

retur,. The audits were done soon after completion of these projects and the
 

situation in these crops has deteriorated further since then. It is doubtful
 

if the Kilombero Sugar rate
or the Tobacco Projects would now show a positive 


of return. In view of the fact that 22% of 
the total $l33.6 million borrowed
 

for these projects was on IBRD terms, 
it 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 RIDFPs in Kigoma (1974), Tabora (l977) and Mwanza/Shinyanga (1978)
 

varied in emphasis, they had in common a multisectoral approach to the
 

development of a geographical area.
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Covernment actively pursued donor financing for RIDEPs. As in Kenya,
 

it viewed these projects as a vehicle for spreading development assistance
 

throughout thn countryside, especially to the traditionlly poorer, neglected 

regions. The idea was appealing to the Bank (and to other donors) for both 

developmental and pragmatic reasons. Given the decentralized governmental 

system in Tanzania, donors were able to channel resources to several sectors
 

at once, rather than having to deal with different central ministries. Also 

the number of beneficiaries "reached" through these agricultural and rural
 

developmenn projecs increased, giin the impression that 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.e., 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., Franre and USAID, on 2rounds 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 administerirg TA. 

The RIDEPs often included social welfare components that only
 

marginally contributed to economic productivity (i.e., water supply, schools,
 

health clinics). The projects wore also frequently not located in the areas
 

of much agricultural potential, e.g., Kigoma, Mwanza, Tabora. They were often 

justified on grounds on improving interregional equity. However the crops 

they frequently focused on (usually foodcrops) were not the ones with the 



PART-2 - 80 

greatest income earning possibilities. For instance in Tabora few resources
 

were devcted to the development of tobacco or to cotton in Mwanza/Shinyanga in
 

much the same way that donor funded projects in Africa in the 1960s had
 

completely overlooked concern for food crops and had concentrated 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 the Bank's Board for approval. Due to the
 

macropolicy and sectoral policy enviroh.ment in Tanzania discussed in Part I of 

this paper, the RIDEPs also uffered from lack of trained Tanzanian manpower, 

frequent institutional changes and sherage of recurrent financing, fuel and 

spare parts. Officials also frequently commandeered vehicles and equipment 

provided by the Bank for Party or personal use. 

The difficulties of implementing cciplex mut!Ksectoral projects, even 

in the absence of macro and structural constraints, had already become evident 

by 1974. A World Bank-initiated study Af African rural develo[nnnt designed 

/to suggest lessons for Bank operaLions had documented this evidence.i 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. BoL 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 aiaivis, nh" Bank was slow in facing up to the 

consequences of Lhe policy failures that were increasingly becoming obvious in 

Tanzania. 

3. Structural Adjustment Lending
 

By the end of the 1970s Tan;zania'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 im.lementation was hampered by a shortage of foreign exchange 

for recurrent costs, spare parts and fucl. The government therefore 

approached the Baak in 1931 for balance of payments support.
 

As in the case of Malawi and Kenya, litrle systematic macroeconomic 

or sectoral analysis existed in the Bank on constraints to growtn. Thus there 

was insufficK..t knowledge that could be used to stinate the conditions 

necessary for government reform, although the project lending experience in 

all sectors had certainly provided abundant evidecae of the existence of 

various constraints to growth. i'l, Bank's broad mandate to use structural 

eijustment lending to obt,,in macroeconomic and sectoral policy reform had also 

not yet been agreed to by the Bank's major shareholders. Thus the 1981 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 ".:. 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 throuh c foreign exchange rtencion scheme for exporters as 

well as increases in yroducer prics. These reforms were, however, too puny 

in relation to the extent of overvaluation of the currency and greatly 

overexpanded goverrment expenditures. The Bank's export rehabilitation credit 

therefore 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 IS'112 to TS:4l7. Hoewever, the 

shilling still remained hopelessly out of line with the cnrket rate, which was 

5 to 10 times the official rare. O1ficial producer and consumer crices and 

prices of inputs were also raised sharply to reduce bud6etar. subsidies. The 

National Milling Corporation was declared to be the buyer and seller of last 

resort. Coopera.ives were reintroduiced as the primr.v nzents for procurement, 

storage and delivery of export crops. MarkeLing boards were created to 

undertake the remaining reponsibilities o 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 rehabilitatien audit was 

expanded. Discrimination against the agricultural sector, howev r, continued 

in the foreign exchane: retention scheme as only 10 to 15T of the foreign 

exchange could be retained by traditional r. stly agricultural exporters 

whereas 50% to 100% could be retained by non-traditional mostly manufacturing 

exponters. 
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The effect of the above reforms was rather shortlived. Once again in
 

1985/86 the lack of adequate adjustment in the exchange rate (nil) and only
 

small adjustments in producer prices (20%) weakned the effectiveness of these 

measures given the domesric inflation rate of 30Z. 

Aid coordination meetings had come to a halt in Tanzania after 

1977. The government did not want to provide a forum in which the donors
 

could "gang-up" against it to press fo'" policy reforms. The so-called 

"fri:.dly donors", i.e., Sweden, Denmark, Norway and the Netherlands, shared 

the government s concern on this matter.
 

In November 1936, after a hiatus 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
 

rehabilitanion ertort.
 

In June 1986, however, the first Consultative Group meeting was held
 

for Tanzania in nine v.,ars based on a number of measures the government had 

already undertaken or prop sed 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 1% per annum in real terms. It propnsed to dismantle quantitative 

restrictions and to switch to tariffs. It indicated its intention to
 

reconsider foreign exchange retention rates so as ;o eliminate discrimination 

iainst agriclture, 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 tc 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 levels were to be 60% to 
70% of f.o.b. prices (or
 

to result in at least 
a 5% increase in real terms, whichever was higher).
 

Grain trade from farmgate to consumer was liberalized. NMC as well
 

as individuals were permitted to move up to 450 kgs. 
(five bags) across
 

regional borders without a permit. However, permits would still 
be needed
 

for interrebional 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 a] towed 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 
taed, fertilizer and crop
 

marketing.
 

There is once again much excitement in the donor community (similar
 

to that noted fter Mr. Nyerere's famous speech 10 years aftei The Arusha
 

Declaration) About the potential change that wi] result from the above
 

announced intentions. Aid commitments have already begun to increase in
 

response to these scatements. 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 policymaking (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 will be implemented, to carefully monitor 

this implementation and to star d ready to stop lending if reforms are not 

implemented in good faith. 

E. Lending to Malawi
 

1. Integ rated Rural Development 

In Malawi the Bank focussed almost exclusively on the problems of 

smallholder pr,,duction by funding integrated area development projects. The 

Lilongwe Development Project was the showpiece. Started in 1967, the Lilongwe 

project was the forerunner of a series of integrated rural development 

projects (IRDPs) in Malawi and elsehre in Africa.!- Eleven integrated area 

development projects (see Annex) were approved in Malawi. These included 

Shire 	 in 1968, a second Lilongwe in 1971, the Karonga and Shire projects in 

1972, 	 a third phase of Lilongwe in 1975, followed by a second phase of Karonga 

in 1976 and a ttii rd phase of Shire in 1978. IDA, IBR!) and government 

commitments to these eight projects totalled $70.8 million. 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 intensive area developmet approach in 1978 and the first 

National Rural Development Program (NRDP) was begun. The NR[) P involved a 

modification of the IRDP approach with greater emphasis on provision of 

1/ 	 See U. Lele, or Ci'. Also Lele, Ovejide, Bumb and Bindlish, "Nigeria's 
Agricultural Policy and the World Bank's Role". Paper prepared for 
MAI)IA 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 development projects ($56 million of which was financed 

by a number of donors -- IDA, CA, CDF, U.K., Germany). Subsequent phases of
 

NRDP were finak.ced by the Bank in 1981 and 1983.
 

The above IRDP projects sought to increase the productivity of
 

smallholder crops such as maize, groundnuts, tobacco, cotton, rice, beans and
 

potatoes, and also livestock. Their emphasis was on group credit, input
 

supply and extension. The initial Lilong'e projects involved a much heavier
 

emphasis on improvement of physical infrastructure (i.e., roads and soil
 

conservation) than did the subsequent area or national projects.
 

The most important weakness of these projects concerned the lack of
 

attention to soqc:;cing and phasing of investments. Large investments in
 

physical infrastructure, office buildings and expansion of the agricultural
 

service staff were undertaken without first developing profitable technical
 

pack for crop production.-! This occurred despite the fact that project
 

implementation experience repeatedly demonstrated the poor performance of
 

technical packages.
 

One consequence of these expenditures on infrastructure was a
 

substantial growtih in government capital and recurrent 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 hig tliallocations to physical infrastructure (13%) of all project
 
componen cost? s cotml ared to any other NADIA nunLry -- 9.E! in Nigeria; 
8.2% in Camroon; 6 in Tanzania; 3.9% in Kenya; and 3.8% in Senegal.
 
See C. Jones, "A :vie o World Bank Agriculturai Assistance to Six
 
African Co"ntries". 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 to recall that, as we
 

indicated in Part I of this paper, much of the benefiLs from these 

expenditures were being captured by the government through a producer pricing 

policy and were being invested in the rapid expansion of the estate sector. 

The Ba k was relatively slow in the 1970s in recogni zing that 

technological along with price constraints were inhibiting the growth of 

smallholder production, although IRDP project evidence had pointed in this 

direction since 1972. The Audit Reports for selected projects make this 

abudantly clear -- Shire Valley Phase I: "The maize component was just 

'thrown in' at the last minute ... no varieties of maize existed that were 

suitable for the project area" (p. 3); Shire Valley Phase Ili: "... 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 1: "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 ccntinued 

to emphasize improving infrastructure and extension and marketing services. 

When it became evident that investments in area development projects were too 



PART-2  88 

expensive 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 stil1 continued to be on extension, whicl 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 aduption of improved maize is to date still a
 

significant one. Thus, in spite of 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 1970s led to two new types ov financing . On the one hand a 

number of funct ional projects were financed in support of agriculrural
 

research, fertilizer distribution and extension, all designed to alleviate the
 

constraints 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 new intiatives, the Bank's 1985 Agricultural Research
 

Project reswloed frm hVK quality work undertaken by Bank staff in Malawi on
 

analysis if 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 serving agriculture nor from macropolicy distortions 
to the 

degree that has been the case in Tanzania. However. as in other two 

countries, area development prejects suffered from Lechnological oL imism 

conceived without socio-economic review and were dependent upon planning and 

implementing resources on a scale well beyond what Malawi had available. 

There has therefore been a heavy reliance on expatriate manpower for planning 

and implementation for an even longer period thai in Konya and Tanzania. 

Malawi's institutions have, however, generally bun well run and a 

surprisingly large number of well trained Malawians have taken over 

agricultural management and, increasingly, policymaking despite the extent and 

length of the e::; riate presence. 

The above relatively favorable macro and administrative environment 

has meant that project imnalementation has been generally cacried out 

satisfactorily. This may partly explain the fact that of the seven 

agricultural pujuc ts a dited by OED in Malawi net a single project was 

estimated to have had negative rates of return, two (Lilongwe 11 and Karonga 

I) had ERRs of 8% and 6% respectively, three (Shire II, Shire III and Karonga 

II) were estimated to have ERRs of 13%, 15% and 14%, and (Shire I and Lilongwe 

III) ERRs of 25% (see Table U1.7). One, of course, must qualify these 

estimates somewhat given 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 ot these projects and somlimps refleted a degree
 

of optimism concerning their achievements based on marketed food production 
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that has not being borne out in ocher data on Malawi's agricultural
 

performance. Recall also the earlier observation that 
Malawi's nutritional 

levels are still some of the lowest in Africa. 

In spin.e of the above qualifications, the quantifiable impact of the 

Bank's project involvement has undoubtedly been greater in Malawi than in 

Tanzania. One of the main causes of the nonetheless relatively limited impact
 

has been the Bank's excessive focus on investments while not devoting adequate
 

attention to matters of implicit and explicit a ci cultural taxation, 

technological constraints, land access and smnalholder participation in export
 

crop production. The Bank has taken measures to address at least two of
 

these, namely, agricultural taxation and technologies (although it is not
 

clear that major technical breakthroughs will occur relatively quickly in
 

rainfed crops like cotton and groundnut). 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 gr,'w export crops
 

are lost sight of.
 

3. Structural Adjustment Lending
 

There have been three SALs; a fourth is under negotation. The first
 

SAL in 101l did not contain many policy conditions as the Bank had not 

undertaken suff'cirn t background sector work for this when the first SAL was 

approved. The sacD:,d (1984) and third (1985) SALs have had substantial 

agricultural components. Important emphases aFfecting agriculture stressed in
 

these SALs include the following: improving producer prices for smailholders, 

estate diversification, restructuring of Press (lloldincr), AD,.RC'.s aq ' 

rationalization, improved cost recovery, improving thE operational efficiency 
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of parastatals, abolition of fertilizer sabsidies, increasing allocations to
 

agriculture, hoalth and ilucation, hni reducing expenditures on government
 

bui ldings.
 

Progress achieved by the SALs in four major areas critical to long

term growth are summarized below. We alo indicate several areas in which
 

additional progress would be desirable.
 

L. Slow Growth of SMllhlder Exports
 

We pointed out in Section IV that the SAL process has resulted in a
 

siln.ficant restructuring oF prodacer incentives for export crop3, especially
 

with respect to their relationship with the price of mo'oe (the latter was
 

raised by 61% in 1981 Ieading to substantial accumulation of stocks at the
 

cost of decreased expern crop production). SALs II and III hnv2 progressively 

aimed at binging smallholder producer prices for cotton, groundnits and 

tobacco closer :o export poity. 

The aboe correcticn of price incentives has, 4owever, not resulted
 

in as significant a price response as had been expected. This has prompted a
 

recognition that the factors underly. ig the -low acoption of improved
 

practices a:e not well understood (albeit somewhat belatedly given thp project
 

experience of the 1970's and the emphasis in the early 1980s on the need for
 

mrrovement io the fertilizer import and distribution system, and the
 

agw:icultur.l extlension and resea:ch sstems). The Bank's current agricultural
 

diversification study is expected to lead to an increased understanding of
 

these factors. It should be stre->sed again, however, that the Bank has been
 

slow (in all three countries) in recognizing the need for long-term,
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systematic collection and analysis nf farm management data in order to acquire
 

an understanding of basic micro level constraints.
 

b. Diversification of the Export Base
 

Te Bank has emphasized the importance f diversification of the 

estate sector. However, investments also will have to be made in the 

smallholder sector to encourage diversification of production of export 

crops. Smallholde r export crop development cannot occur without public 

investments in rural infrasiruoture mArke',ing and processing such as occurred 

in Kenya. Wh i Ic there has bhen some growth in smallholder tea and coffee 

production in Malawi (only 12% of tea is produced by smailholders in Malawi), 

on tho -.hole the Bank has not addressed the issue of diversification of 

smallholder export crop production. Aisu, thO issue of licensing of 

smallholder production of tea, coffee, burley and flue cured tobacco will need 

to be addressed in order for there to be future expansion of export crops in 

the smallholder 3ector. The current emphasis on increasing the efficiency of 

estates (medium and Long-term credit, management training, extension, etc.) 

may be diverting 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 trhe expansion of Malawi's recurrent budgetary
 

expenditures, While the Bank became aware of the budgetarv implicat-ions of 

its own investments through carryin; out an eycel],ent anal.v s in the context 

of the VRDP Review in 1982, this did not result in a reduction cf project 
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financing until the emphasis in the Bank's dialogue shifted from 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 government's share of expenditures on the construction-of government
 

office buildings). 
 One result of the focus on improved zczource mobilization
 

through increased cost recovnry has been the removal of fertilizer 

subsidies. This is understandable on budgetary grounds, especially in view of
 

increased 
producer prices for smallholder crops, but it is nevertheless
 

somewhat ironic in view of the fact that the Bank had in the course of its 

project lending persuaded a reluctant Malawian government to introduce 

subsidie;. 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 persistent pr)lem to date). 

While cost recovery considerations are indeed important, they must be 

balanced against other considerations such as incentives for technology
 

adoption. Nearly S0A of fertilizer use in the smallholder sector in Malawi is 

on relatively low value maize compared to Kenya where the majority of the 

fertilizer use is on high value export crops. Yet only 6% of the area under
 

maize in Malawi is 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 Financing
 

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.
 

The lack of earlier Bank attenLion to the issue of ADMARC's
 

efficiency appears in restrospect to have been partly a ,esult of the fact
 

that, unlike its counterparts in Kenya and Tanzania, ADMARC has had ample
 

surpluses with which 
to operate without needing to be strictly cost effective 

-- a fact the Bank overlooked. Indeed, until quite recently, the Bank 

regarded ADMARC as a relatively efficient organization. The Bank's new 

position on ADMARC's efficiency seems to resu't partly from the fact of losses 

stir~ng from its having to finance accumulated maize stocks, which resulted 

ftom a government policy 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 paymont 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 faced
 

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 opciLlons (including swap'ping of assets wiQl; the MXlawi Development
 

Corporation), and assessment of its monopsony pas; Lion in marketing in order
 

to determine the potential for involvement of private traders in smallholder
 

marketing. Efforts were also to 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 criticil importance of land distribution in Malawi
 

for future growth. Despite the 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 use and soils capabilities study,
 

a study of pilot efforts to register land titles under the Customary Land Act
 

(security of tenure, effect on productivity and conservatiun, etc.), and a
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study to measure the comparative effciency of the smallholder and estate
 

sectors in their L-ilI.zation of 
the factors of production and adoption of
 

technologies. Civen the continuing expansion of 
land under estates, few
 

policy issues are more urgent and more important to the structure of 
future
 

agricultural growt-h in Malawi than that of land 
policy.
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CONCLUSION
 

This paper has examined the extent 
and patterns of agricultural
 

growth 
in Kenya, Malawi and Tanzania since the mid-1960s. Part I described
 

the contributions of macroeconomic and sectoral 
policies to agricultural
 

growth in each. 
 Using the analysis of performance and plicns presented in 

Part I as the background, Part r1 has reviewed the World Bank's economic and
 

sectoral analysis and advice in each country 
as well as its experience with
 

project .nd st racturaI ad justmcnt lending. 
 Tn short, this paper has examined 

two basic question;: 1) where has agricultural growth occurred in the thcee 

countries and what fartors serve to explain this growth? 2) what his been the
 

particular role of 
the World Bank in contributing to this growth?
 

Country Policies and Performance
 

Part I, briefly summarize(, indicates that Kenya and Malawi have done
 

quite well 
in terms of growth of export crop production but Kenya's
 

performance has been Yar superior in 
reconciling growth with equity. 
Tanzania
 

has done least well on growth of export crops, 
including those grown by
 

smallhoiders. Tanzania's efforts 
to sustain policies to promote equity have
 

been severety hampered by lack of eccnomic growth. 
Malawi's strong export
 

growth has diverted attention from examination of basic 
structural constraints
 

to increased smallholder prou.ctic n as 
well as attention to technological 

constraints that have adversely affected smallholder performance. 

Kenya's and Malawi': macroeconomic policies have been far more
 

conducive to growth 
than those of Tanzania. These twc countries have also
 

pr)vided a more stable institutional environment 
for development than
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Tanzania. Kenya built on its admittedly superior institutional base inherited
 

at Independence to broaden smallholder access to institutional services.
 

Malawi maintained a narrow base in favor of the estate sector at 
the cost of 

incentives and investment opportunities for the smallholder Y-ctor. 

Tanzania's exprimaints with different institutional arrangemrnts destabilized 

the environment for smallholder production resulting in substantially reduced 

production of most cash crops, including critical expL7 crops.
 

The Role of the World Bank
 

Descriptions of specific Bank contributions in individual countries
 

have been set forth in Part 
II 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 achievements, with the exception of those in 

smallholder tea and coffee in Kenya, have been relatively limited. We have
 

argued that the Bank's greatly expanded lending for agricultural and rural 

development in the 1970s resulted from broad policy initiatives from top
 

management as well as 
from external. factors such as the general international 

economic environme-t of the 1970s. These factors had a significant influence 

on the charact.r of th, Bark's development assistance for a>;ricu!tural 

development 
 -- even more so than did country 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 wheie 

the policy and institutional environments were not favorable. 

A further consequence of thi- "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 

and 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 treatmet of each 

country would have been fairly similar. Yet the analysis in Part II indcates 

that the Bank's treatment of each was quite different. In soma sense each 

country dealt with a differept Bank because there was not a consistent 

approach to fundamental agricultiral development questions that was applied to 

each (it is in this respect that the point made ear'v in Part II about the 

influence of individual Bank stalf perspectives has particular relevance). 

There was a kind of accommdation between the Bank and each individual country 

in which to some extent the policy advice, and ?speciaily the cmposition of
 

the lending portfolio (at least in the 1970s), was strongly influenced by the 

policy predispositions of policymakers in recipient countries. 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 fUr this
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mutuality of interest are understandable, the paper argues that, when
 

operationalized in projects, it frequently did not result in increased
 

agricultural growth (Kenya and Tanzania). Or it 
led to a pattern of growth
 

that, despite the Bank's best intentions, was not broadbased (Malawi).
 

The Bank's focus on policy reform in the 1980s has gone a long way
 

toward confronting the problem of 
country policies that discourage growth or
 

that have led to patterns of growth that are insafiiiently broadbased.
 

Nonetheless, two 
 caveats must ho made about the achievement s of this recent
 

policy based 
 emphasis. First, the Bank's ability to encouratn countries to do 

things that they have been particularly reluctant to do has been fairly 

limited, e.g., grain market liberalization in Kenya, exchange rate adjustment 

in Tanzania (until very recent>y), and limiting the licensing c: ",.d , 

estates in Malawi. Perhaps in no area is this more the case than with respect 

to the thorny political question of lard policy. Yet our analysis in Part I 

suggests that in both Kenya and Malawi this policy issue is of fundamental
 

importance to long term agricultural growth. While we recogni:e that this is
 

an extremely sensitive and difficult political area, we also believe that its
 

importance argues for the Bank attempting: 1) to search for creative and 
more
 

effective ways to insinuare 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 second area that 
in our view has received and continues to receive
 

insufficient attention in the Bank's policy reform thrust of the 1980s 
is that
 

of building the capacities of recipient countries for agricultural policy
 

formulation and implementation. The analysis in this 
paper has repeatedly
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called attention to 
the fact that a major contributing factor to the poor
 

performance of the Bank's agricultural portfolio in the 1970s was the lack of
 

analytical and administrative/management capability in each of 
the three
 

countries. This wil continue 
to be a major bottleneck to significantly
 

improved agricultural performance. 
 The Bank has not been particularly
 

sensitive to this problem to date nor 
is ;t clear that the Bank has a
 

comparative advantage in developing this 
capability. We would nonetheless
 

argue that at a minimum the 
Bank needs no exert its considerable influence as 

a coordinator of donor assi stance to encourage those bilaterals with 

.demonstrated com arative advantage in this area to capitalize on these 

comparative strengths.
 

The lessons of our analysis of the Bank's portfolio in East Africa
 

suggest that th. essential fine 
tuning of policies and programs necessary to
 

promote agricultural grcwth will require action 
in three major areas. These
 

are: 1) a substantial investment 
in human capitol that can create a much
 

larger reservoir of trained manpower to 
undertake critical analytical and
 

implementation functions; 
2) building and/or strengthening institutions that
 

can 
provide the full range of agricultural services necessary for a thriving 

agricultural sector; and 3) creating considerably more capacity for data 

collection and analysis efforts that can prode essential indigenous
 

knowledge on 
which to base mor: 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-' lendine 

experience c.,=r 
two decades suggests that 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 ink's ability to realize Bank-funded project objectives;
 

- understand an'd assess the relat ive importance of microeconomic 
factors UAit influence producer decision making in the context of 
Bank-funded projects; 

- address the problem ot the risks and ofuncertainties international 
markets -- risks and uncertainL es that, as we have documented,
have not been adequately frele rcLed in the Bank's policy advice and 
investments;
 

dterminei to countries strong - better how advi se with comparative
advantage in primary commodities that have poor prospects in the 
global mrkn; 

- udopt a lonr term perspective (15 to 20 yea.s) for articulating
with the recipient government the requisite camponents and the 
neces-zary 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 in theto move direction of addressing a number of
 

fundamental constraints that liMited its in
have success the period reviewed
 

in this paper. Efforts to improve the quality of agricultural research
 

systems and extension, credit and marketing services all 
focus on problem 

areas that have plagued the effectiveness of Bank programs the past
in in East 

Africa. This renewd focus someon 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 eoin, make a significantly increased contribution 
to
 

future agricultural development in East Africa.
 



PART-2 - 103 -

Annex
 

Description of World Bank Agricultural Crop Projects i/
 

I/ The material in this Annex is 
taken from Table 9 in C. Jones, "A Review
 
of World Bak Agricultural Assistance to Six African Countries." Paper
 
prepared for MADIA Study. May 20, 1985. 



DESCRIPTION OF WOll. BANK ACRIC1I1.TURAI. CROP PROJECTS
 
KFNYA 


Project 	 Financing Crop Focus Target Cro,:p 

([#te of Approval) ($IJS Hillions)
 

I1RD 5.6 Cash crops, .SeIlhnlde:r. 

Govt 16.9 food crops, (priuarily 
!. African Agriculture 


and ords 

livestock Central
 

Provinre
5-21-60) 

And NYnnrni) 

Cash crops, Annisted 	ornerz
2. Land Se-ttlement 1BRD 1.40 
each) 


Col. Dav. & livestock & saiallhoiderz 

and Developisent 	 U.K . 6.50 food crops, (50 acres 


(15 acren each)
(11-2F-61) 	 Welf. Fund 3.95 


CDC 4.20 ii high ptentl.l
 

areas
¢ovt .50 


21.5% 


Sma.llholders
3. Kenya Tea 	 IDA 2.8 Tea 


CDC 2.7 


(7-21-64) 	 KTDA 1.3 


Govt .7 


7.5 


.. Agricultural Credit 	 IDA 3.6 Cash crops, Sr-allrldrr 


Govt L AFC 1.4 food crops (farmsa In the 


Renef. 1.0 livestock high potential
(5-09-67) 


6.0 	 areas where 

holdings ham heen 

congolidated 

Arod regiatereI) 

2.1 Ten 	 SMallholdera5. Second Kenya Tta IDA 


Developaent 	 CDC 1.0
 

Flenef. 5.1
 

(6-1I-6R) 	 R.2
 

Commenta
.xeritInt Agency Functions 


"el ,?'rlt. cor-ponent of the project woli he executed by 

tT iI ty o,.,p-lcoltisr ind AfricAn Affairs. 

iool, ch t ion oOlI he the :eepon~itl ity of the 

*n!rinl ry of .ft-en Afftrq. 
2, Te tr. of Agricrtiltre ',i, oide extension cervices 

end w(,ol.I rpar loan v1rtons ind provide credi'.r~ s-tpl 


Their, fl lo, rnct 5ettleront Poerdl vnld have principal 

rf~pooiVkiitt for coordinatfnp Lnd eec:tlnq tie protect. The 

lernrt-nt of Arircolrt-re, nctirR as aent of the Settlement Board, 

,uld Ie reitv .-.0ili (r f.rn deelopent. 

"T.e- -tler. :, Ponrd wnil,: ext-nd credit ond rantan to settlers for
 

p:.choe of Inni ani ittr develop-ant and for purchase of livectock.
 

o -fr- wooll i:tInl 'ie erovrded h- Settlement Officers and
 

-,-ritby the Fytennton cervIce of the Dparteent of Agriculture.
 

I. 


The proi.-ct .c:!:' he iir lp'entel 6, the Yenya Tea Developmsent 

Authority (rTDlA) es-,lini.d in !,nO. XTDA ectahlishea and 

l'ioeoc, ten rAr;er ef fr theoroduction of planting material eold 

to sei.llholderv for cnah or o. credit and it supervises srtallholders' 

planting end ,-utivntlon. it collects thv green leaf an,| makes
 

a.rs ngemenin vith the factoriet for the processing of asallholAers'
 

green le.f. The pr-o,Tct woild finnce the construction of additional
 

farniolen to e,,nwoaod end operated 
hy rTDA. VTDA In a wonopaony
 

bluyer of tea leer.
 

"nie Aprincolttrr7, F e.,. C:ornor-tion (AFC) would have primary
 

r;-ernt-,hility For aiifniatrnrIon of the credit progrars with the
 

ang ataoce of tb- WInltry of Agriculture. 7,-L aKrIcultural
 

ex? nl Ion Aervicec wcl . 1- renrionei ble far drawing up of farm
 

plnns. recl-ricil anvrts.l of lonn npplicztions, andi aupervtann
 

of farrmern during 'he Io.n period.
 

KTDA (nee nbove) 



KHYA 

Project 


(Date of Approval)
 

6. 	Second sm~llholders 


Agricultural Credit 


(11-14-72) 


7. 	Kenya Tea Factory 


(5-14-74) 


8. 	Group Farms 

Rehabilitat Ion 


(3-11-75) 


9. 	 Integrated 

Agricutltural 

Development 


(7-09-76) 


I0. 	Third Agriculturtl 

Credit 


(3-29-77) 


FInancInR 


IDA 

Govt-

Farmers 


T!PD 

C'" 


Covt. 


IDA 

Govt. 
Govt., FAA 

or other 
Coffee 

Mgt .	 Con. 

IDA 

IlRD 

RADFA 

Govt. 


Farmers 


IDA 

Bank 

Govt. 

Farmers 


5.88 

1.82 

1.54 

9.?
 

In.4 

6.1
 

6.10
 
21.
 

7RRD
7.5 

7.5 


3.7 


4.5 


10.0 

1W.0 

1.0 

6.0 


4.7 

3.7 

20.0 

5.0 

7.3 

7.7 


40.0 


Crop 	Focus 


C-ash crops, 


food crops,
 
mfi ze
 

Tea 


Coffee, 
mixed farming 

(maite, wheat, 
' ',etock) 

Cash crops, 

food crops, 

livestock 


Cash crops, 

food crops, 

livestock 


Target rotp 


-maliholder" 


1 

jtea 	processing
 

large-scaed 
fars 
(3 dstricts 
In Rift Valley 


Province nn,' 

2 districtt in 

Cent rl 
Pr.,vince) 


SAIlIholderR 

(I. 	districts 

In Fastern. 


Central.
 
Nyanza and 

Western 

Provincesa 


Small-scale 

and medium
scale farmers 


(20-400 ha 
farms) and 

input asppl ler" 

(7A districts) 

Fun*-tiona
FxecutinR Agency 


ATC 	(nee above) 

XTDA 	(see above)
 

fore Project Imp:ementation
AFV wnoild have specific reAiplhiilit 


nder the direction of 
a tterig committe.,. 


verall
Fnrm Xanniement Section with 


mnt. It would 

1. 	AFC would entahila a large 


impler-etntlon and maniRg.
reponaihility for project 

and aipervilgon of IndIviduil farm 

=annpern, enaurl og thet hbe development plan prepared for cash farm 

of ctedit to the large farms. 

he 	responible for app,-v 


Ia Imple,.ente'i, %nd for the -roviilon 
general extension

2. 	Te Hinlitrv of Agrrtculture ouli provide 


services to toe lar 
 ferm. 

wold have overall responaillifty for the
The Minlstry of APrricultoc-


Aspects of the p-olect Involving the Cooperative Rank, the
 
project. 

Kenn National Pederation of C-operatives, and Cooperatives Inions and
 

ot 	hy the Ministry of Cooperative Development.
Sotietion to he carrled o 

I. 	The supply of Inputs would he organized by te Pror.am Tunit.
 

Most Inputa wiuld hb' piocurfl 
 ny the enyas National Federhtion of 

hldciiwould distribute the inputs toCooperatives (KNFC) 

cooperative unlona.
 

for farm channeled through either the
 

o or to lesser extent 

2. 	 C--elit Inpttn wotll be 


a throsh AFr.
 
.ooperattve Rank anol onofo 


The project will atreonvthen these credit Inntitutlons.
 

3. 	Fxrension aervi-ca would 1e provided by the WOA. 

4. 	The project veiuld lmprove the marketinR and storage capacity of
 

the HA17ie nod Prod,, Boinr-i (MPR), the national monopsony buyer
 

of nost food cropn. 

The 	project would he iplercnted by the AFC. 

en Farm ManagementFxtensinn otif of Lnri,! 

HIrtititry of Agrlculture will prepare
 

farm ,Iugets and provilde extension Rervices to pro ject farmers.

Division of the 


Cmet
 

Mixedtform
 
component
 
ct at
 
fS6.R
 

falion;
 

coffee aeta~t
 

component
 
a' 11$1?.6
 
alIllon. 
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Pro jec 

(Date of Approval) 
ViInancing Crop Fo.,ts Target Cro,'p Executing Ag-ncy Functions 

o.ents 

11. SouthNyaBa 

Sugr.Nr 

(3-29-77) 

Suppler' Credit 
-

r.a.nz 

1,die 

F fric. hey. iAnk 

AIE5.5 
.o',t 

let: Cro 

25.0 

6.5 

6.2 

13.2 

2.4 

2.6 

23.7 

1.2 

Sugar lF.tateiuaalIholder 

outt ra 

(Nyanza 

District' 

This pro ltt would hc execired by Sou;th Plyanta S.,par Company Itd. 
Th.e augar cnapany would fr,lsh all po.1;actlion inputs to outgrowers 

anl recover its costa upon delivery of farmera' cane to ti's factort, 

whcnr r, tld he 'Inance-i ushier the project, ilv Company would slso 

crovhie extecalon r-ervicea to outgrowers. 

The proect 
would davelop 

2,650 1a 

nucleus estate 

sugarcat-e 

and 7,0(, 1..1 

OUit rnwe

,ugarcdne. 

Tnxes 1. Dutl 

4 5.71 

10.1 

12. Bura Irrigatin 

(6-07-77) 

IBRD 
IDA 

EOF 

Retherlandu 

fIx (DOH 
c)C 
Govt. 

1.0 

6.0 

12.0 

8.8 

H 5 

8.5 

2(..6 

Cotton. 

groundnuts, 

au.ize, 

cowpeaa 

Suallholdera 

contraet 

frse:s 

(Tmna River 

The National Irrigation Board (HI) would have overAll responsibility 

for carrying out the project. 

1. T"he NI would purchase inouta reqnlrcd iiy farmers. Cost of the 

Inputs and :he operative ard saintenrnce costs of the irritaton 

ciyvtiet)wyers-ould be repaid hy the farmer from cotton aa'- proceeds. 

2. Ehienston services would he prov!ded by NIP. 

3. NIr would hays monopony purchasing rights to tenants' aeed 

cotton, wt-.I,-hwnild he proceseed in the pinnery owned and operated 

operet J L- ilI5, end , ;oeilce.1under the projact. 

13. Narok Agricultural 

Development 

(12-05-78) 

IDA 

CIDA 

Govt 

Farmers 

taxes 

13.0 

1.4 

3.4 

1.0 
- -1 

0.1 

18.9 

Wheat 

rapeseed. 

livestock 

P .dium-wrale 

farmers (more 

than 2n ha) 

(Narok 
District) 

1-be project would be impieenLe t'rcuh tb0- dietrict level services 

noreally responaihl for tlc vsrion-, ect lvltee conce',icJ under the 

Director of the District Agricultural Office, who weuld be deligoated 

at project coordinator. 

I. Tbe project would provide feproved extension servicee. 

2. Senaonal and nedliuu-term credit would he provided 
through the 

district office of A-C, which would be strengthened under the 

pro jec t. 

I. Sugar Rehabilitation 

(12-05-78) 

IBRD 

ABE 

rink 

Sugar Cos. 

taxes 

72.0 

6.0 

3.5 

46.9 

126.4 

9.6 

TICIT 

Sugar Ncleus -states/ 

smallholder 

outgroweri 

(Nyanza Sugar 

Belt and 

Raisi Sugar 

Zone) 

The project wold rehubilit.tte anti expand four augar companies which would 

would execute the crop development sand processing components of the project. 

1. The sugar companies would finance outgrower operations 
through 

outgrower loans rnd wouild deduct loan repayments from the 

farawrs' cane sale proceedo. 

2. Tile sugar companies would process the cane In their factories. 

which would .- rehabilitated and expanded under the project. 



KEWfA 

Project Finnncing Crop Focus Target Group Fxec.tinR Agency Functions 
(Date of Ap.irovel) ($IS Hillion) 

15. 	 Smallholder Coffee 

(5-72-7q) 


16. 	 IADP it 


(12-n.k-79) 

17. 	 laringo Pilot 


Sema-Arid 


(12-11-79) 


I;. 

CDC 
Co-op 

Societies 


Covt. 


IVA 


IFAD 


Govt. 

Farmers 


taxse 


IDA 


Govt 


taxes 


27.0 

15.0 

11.5 

R.7 

62.2
 

46.0 


17.0 


s6.4 

5.0 


91.7 
7.3 

91.7" 


6.5 


2.1 


8.6 


0.2 


8.8
 

Coffee 


Cash 	crops, 


food clops, 


livestock 


Livestock, 


drought 


atsples 


S'.v lhol'ers 


(all coffee 


growing 

areas) 


Smallholders 


(15 districts 


In 6 provinces)
 

Smullholders 


(PRarnRo 


District) 

The pro lect ,wlII be riged mind plerao ited by the existing IAnp 

wtnapeenr Unit within the Ministry of Agriculture. Those aspects 
of the plie-t -hich Involve the Cr,operative Rtank of Kenya (CEi), 
nbne ani orcetfea w-il he carrledl out by the D)eptrtment of
 

(ooperative .
C'.inpoporeo 

I. 	 T'he pro i .- t -o d crecRtIet. *|i o ( ee ext envIon ervIc s of 

th1 	, ,.
 
2. 	 The r.o. t wold profde -e,,-ter- crdlIt through t e Co

oper.,Ive TVn of reny , to far- re to rehabilitate their holdinits.
 
I. 	 Te rro,'-ct would conrrruct ii new factorIes nd rehabilItste Annf 

nore. The fectorlee are owned 1,V local cooperetive societies, 

wraherchip In which is comptlsory for all coffee rrovzrs. The 
Coff.e r,ard of renva (tir) monopaony purchasing rights to all 

cf fee produced. 

Overall rr-pnns!hilitT for IAOP i=plen~rntstion would rest witn the
 

newly creited Project lmnagenrient and Fvalustion Division of HOA.
 

I. 	 The YIIFC would be the principsl uppller of inputs to Its members.
 

It would be strengthened under the project. 
2. 	 The operatinns of the CRV mnd the AFC vvuld be strengthened 

to enable thew te on-lend the additiongl funds provided hy the 
pro ject. 

3. 	 The extension aervices of the W'flAwouid he strengthened. 

4. 	 Th., storrge and tranaport facilities of many of the cooperative
 

unions and societies are expected to he Insuffticient to market
 

the Increaced production projected to occur under the project.
 
The project would provide slditional storsR, and transport
 

fAcilitle . ;t would also increase the Storage and marketing
 

facilities of the Hire and P:-oduce Board (ifPR).
 
S. 	 The project would consolidate the Cotton lint and Seed Marketing
 

Roard (CLSHR) post-har-.eat ncrivitler.
 

The Project would he orRanized end emn ged within the framework
 
of the existing Institutionn f the FirinRo District Administration.
 

A Project Coordinating Cormmittee would he emt*Vlih-d to supervise
 
and coordinnte the prolect.
 

Frolect is a pilot effo-t deslned to test a n,=her of different
 

psckages as the basis for designing a deveiopoent program for the
 

ares. li.ttle Investment In alned at immediate incresses In
 

altricutural prod.iction. 



KEN'YA 

Project Financing Crop Focus Target rroup Fxecuttnr Agency Ftinctionne roento 

:ate of Approval) ($US Million) 

18. Fourth Agricultural 

Credit 

IIRD 

IrA 

2.O 

10.0 

Cash crops. 

food crops. 

Nor specified 

(national) 

he Prolect would finance 

opertlnp rapacity an1 4 

technical services to improve AFC's 

lIne of credit to modiot In financing 

CoVE 12.0 livestock A'CI's ]erniln prograc. 

(5-19-81) 
taxes 3.0 

39. Cotton Processing 

and Harketing 

IDA 

Govt 

22.0 
7.3 

29 

Cotton fImprovement of 

poet-harvest 

handling of 

A Pro Ict roord|iit!ni /Srtevrlng Co-vt tee woild be established. 

I.H'R woulti contIno to fho the ton Instltullion responsible for 

fIr fvplrmen.in Grvernment policie in the cotton sector. 

(&-27-52) taxes 4.1 
"II. 

cottoni 
C1.' htuyinr tensn for reed cotton opetzt In areas where 

cooperative wovement In 1odgrd too weal to x-ndertake msrketing 

functione. Frolect wouid support activItie of CLSt'lR 
)),lyi ng teams. 

2. "In the short-term, h!ovever, the present M'ieorganiratIon of the 

plhoertes coupled with .or backward linl'ages to the heying and 

trancport myetem wotld makt transport of seed cotton to the girirerlies 

prohihitivel) e~peneve, s waiting tine at buying cente.s and 

at -"yinp crenters n glnnerlem would discourape private truckers 

fro. corrying cot their task at affordshle prices. Therefore, CLSKA 

would disrio the pro lect period he responsible for orpantrtng and 

coordintlng transport of at-ed cotton fton buying centers to 

glnneriea either in Its own trucks or In those owned hy cooperatives 

or by private truckers." (Sv, pars. 3.05). 

3. The project would Itprove CLSHB's storage facilities for seed cotton 

and cotton lint. 
4. The proiect would rehebilitate and expand cooperative and CL.SHI 

ginning facilities. 

20. National Extension IDA 15.0 Katie, beans, Smallholders Overall responehility for Project Itplementation would he with the 

IFAD 6.0 cotton, (national) Ministry of Agriculture. 

(6-14-3) (vt 2.5 coffee, 

augrcane. 
Under the project, Kenva's Agricultural (crop) extension services 

taxes 5.1 potatoes would be reorxtnnized 6.nd intensified followinA the training and visit 

25.6 system approach. 



TANZANIA 

Project F!.nnnc ln Crop Focus Target Group fxecut tig Agency Fundt louR Co,.awenta 

(Date of Ipprovl) (US Milllon) 

1. AgriclturAl Credit PDA 5.n All major S.lIholderA NDCA (Na tona I Develnpment CredIt Ave ncy) 1 the I plementIng agency. 

Co-opa, ngrIcualtora (nAtional le project will provide shirt-term creli in the form of 

(11-23-65) UICA. NDC. pidducts to .rOpv) fert lirit nnd peaticiden. rel-tera credit for farming, 

& private tarryin nngn flichtn eqtfp"ent, nod Iln-term credit for ten And 

teclhncal h ia) a a;loldlr devalopment ant light agricultural processing 

partners 2.1 fcilltt !n. 7le prolect -'uld leml to ant thrnogh farmers' 

7.1 coprat Iti. . 

2. Fluue-Curred IDA 9.00 Tobacco Smal [holdera Nnt Innal toh-(c-n dfvelotpfnt is the responnsl Iltty of the 

Tobacco Prolect Tobacco (Tabors And ilniat,-y of Apriculture, Fot, and CooperatIves In whtch a 

Roa rd .AR Hheym PeRion,) T.,cco Secciorn la to bK e~tahIllitrh to coovlrnate activitiea. 

(10-96-70) Govt. 4.85 A Tobacco Pro ject Group woold t.e Not up n Taborn to oversee 

14.73 all fle-cored tobacco deel,- nt in the project Area. 

I. Credit provid'd under the trf.-'r to fnrmera, cooperatives, 

TTtP (Tn:ignnyllA Tohccr Sanrd), an(' TTP'C (Tanzania Tobacco 

Pro-,.is'ng COMpnnv) woo ld he channeled thirough the NDICA. 

NIDA wnold ie reapnnt ,le for p rocurlng farm Inputs. 

2. Fxten on services prt),vI ! by the Tobncco Project Group. 

". TTR tan mffnpony porci,,np right a to tobacco crop. 

4. Project will conftrct central 9torage, processing, nod 

na-toonfng facllities. Proeitng Is carried out by the 

TITP' tndfr the control of the r+i,, which Is responsible for 

tohacco earket ing. 

3. Sallholder Tea IDA 10.50 Tea SMallMolders The profct offli ie execoted by Tanztinla Tea Authority (TTA). The Nattonal 

NORAD 1.86 (areas of flvelorent 

(3-03-72) Govt. 3.72 
16.08 

ukoha, 
Went Ilaffasbara, 

I. TRPF Is th- credit 

To I-rA it wiltl niie 
cht.nel for loans 

avaitilhle credit 

to 7-A and the cooperatives. 

for the proceeslnR equipment. 

Credit Apncy 
was renmrft 

Rnangwr, and leaf cnllertinn servies, office pqulpment, and the establIshment Tanzanian 

Lupembe) of nairfiertin. To the coop,-rafives It would Make avOllable for Rural 

on-lentinR to .roject wr.Wers the funds rervitred for financing Developmpnt 

tea atfep. ant fertilI,-r. A fixed sa would he .ed'octed by TTA Rank (TMIR). 

frct ory for repnveent of TPI1B loans to cooptratives for purchase 

of pluttit-g material d mfaterial land fertilizer. TTA %.would 

remit tte proceed of e, directly to Iygng. 

2. Fxtenlion services provite, by TTA. 

3. TTA's leaf collection and processing capacity would he increased 

under the prolect. 



TANZANIA
 

Project 
(tDhte of Approval)
 

4. 	 CelItA Cotton 


(I-OR-74 


5. 	 Cashewnut De-elonment 

(5-21-74) 


(. 	 KIRgoma Rural 

Development 

(8-06-74) 


Financing 


IDA 


Govt. 

IRFI) 


CATA 


Covt. 


IDA 


IiNC 
r 


Cvt. 


17.5 


6.5 

J 

21.0 
4.7 


4.6 

". 

10.0 


1.5 

l.9 


13.3 

Crop 	focus 

Cotton, MaiTP 

rashwnuts 

Maize, beans, 


cotton, 

gtroundn:it a 

Trpet Group 

Smalhnlderr-
(. 	 InaAe 

f District 

Jo Muamnrt 
Re.in)} 

SMallhnlderI 


(.Indl and 


Htwara Regions 
an 	 the 

Tooduru
 

DistriCt of 


RuVuma Region) 

Staallholders 


(Kig-oa Region) 

Fxecuttin, Agency Functinng 

up as a eti

v Ir.lo o f the .noanrIno Co rton Auithority (TCA). Cotton
Project n t with, h d-,loPrt'rq at reltn wnuld bIe aet 

t n-M,,i 4f 
i 

ir.-	 Inir , v rntt!tory maar1etlnit agenciea.a,,l 	 -eIr r tig l , 

1. Prol , t '.,fld provIA'. for . procorement officer to h. attached 

to T.TfP 'o hAnnl' (,roore .,'t In this ,nd other ]nA rolects. 

2. Proje t w|it pnvt,lt -r.lr to ind for the purchase of seasonal 

iopot f(r no-tno i.i r. , tie IlIre of tractor services, one 

thIi por:bnr of trPctorF. Credit would he channeled through the 

Tlrot. Prol.ct wtli provide co.rrntve credit supervisors.
 

farmers' cottonCcopertlvcn wOulA deduct cr-iih repayvents from 

mal proc'.S. All cotron qroverR wild be required to register 

with the cnol.rratle to hch they would sell their cotton. Only 

receive credit for mmize inputs.cotton wrrc'srn wooll! 

The pro iet wulI he Etplerpn t -1 by the Caahew -it Authorty of
 

Tqnr.SniA (CATA), n Independet nrartory bod- set up in 1Q73,
 

deigrnated to coordinvte lil ASrP'ctO of production, processing and
 

nmrl'etrIu of reahewnuts. 

would he net up within CATA.
I. 	 An extenAton and gradlng nervica 


CATA 	 ha monopsonv riphta to purchanes of raw cashewnuts.2. 


1. 	 Project n,ild flnnnc- CATA procesatOg and storage facilities 

for 	Cfhh-ri.vut Shell tquid. 

for overallThe 	Pegional t'evelopmrnt Director would he responslble 


project plrnnir.z aod IpleentAtfco. 

I. 	 The Regtnloo Cooperative llnion (UInion) would sithait a loan
 

requent to T1IID to cover the reqiuests for seasonal inputs by
 

vll]lze approved .y tie uolon. The Tinion would also borrow 
,,ode-tei~.,re-,rl from 	 TPI/R fo- its own transpor,: needs and 

on-lenriln to vilInvee for production Infrantructure.for 

TRIR nwoull procure the Inpots For approved Icans and arranqe 

for their ahrr-.e, to Yigno. 7The Tinion would arrange for 

distrlhitie, to the vtllepes. 

2. uinion would buy nod collect villaXe crops from which seasonal 

credit chirges are dedo, ted. 

3. 	 The cooe rat Ies act an maretInr agents for the parstatal . 

Rroundnuta is"The 	mirletinR of ma ie, hena, cotton and 

contintId by parantatmain with monopmony purchasing rlghtr. 

ronnuents 



TANZANIA 

Project FinancIng Crop Focus Target roup Fxcutlng Akency Functlonn rormet a 

(flte of Approval) ($l15 Hillion) 

7. Fllombero qtlpr 1IBRO 9.0 Sugar Nucleus estate/ FItlowh)ero Fgmr Companv li1d. (r.C) wtld have overall rleveloparent of 7,nrl-a-re 

]DA 9.0 aunllholder r-sponalb llly ftor cmnap ng tile proiect. sugar estAte. fevelol-,enr 

.9-05-74) [htach ot growra of ?4n) acres for ool-

Gnvt ll.n (irtlom I. Cost of la l, deveopm,-nt ann e tenslon services growers. Frpanalon of 

Danrish tinlrlct In provilde, ty VC woild he rerivere from o(itprrere 2,2l acres of existing 

Covt 17.3 Mtr~,,ro by d eucti-v fr.m cane sales. outgrowers land. 

Covt 9.5 r5-R'Ri 2. Proje-t olird fln n.r the c"-ntrrction of a Forate and osotp.ro uer 

.8 a1R1r faCrtr',. prograa coated At 

11Q5:S?, million; the 
farnry component cored 

at milS'i2.allion. 

R. National aite IDA IR.0 Katz@ SnAllholders A Project !;ervfrIngt lynit (Pql1) .o,,ild he eStAbliahed in the 

Project AAFIMIA S.0 (narlonal) Crop P'roduct ion (livlmion of the Mlnistry of Agriculture. 
Govt 11.1 

(12-23-7S) Far-ero A*0 I. The Pq'1 wnronI he respontirle for procurinp and 

IR.I distrlh,,itIng. m ize proilnrtrin Inputs old for cash 
ar sR,1.Aidilzef princs. 

2. PSUl would prnvide technical 8upport to regional 
agrcrultural s ta f. 

1. 1: oat relons the prIrv crooperative societies would 
purchre MAin-e at the vtIrr-e level, acting as agents of 

the r'ji!nnal cooperative inion, rhich In turn would met 

as agent for the NatnnAl mIIInR Corporation (HNC). 

In replonp where t- conrervt lyve vatem I unthle 

to r5 rket maire eff fr!-ntly, t*ip h n(7 oinilripurchase 

directly from prnlr- vIll,,irs. 

9. Tobacco Processing IDA 8.0 Tobacco [Tanzania Tobacco Aothority of Tnn-nnIm (TAT) -,rld have overall TAT directly respomili[e 

TAT 0).A Tobacco responaihlltty for pro let rp lo-,rtnt ton. TTPC would for all faceta of the 

(9-07-76) TTPC 2.5 
|1.1 

Procesaing 

Company, l.td.t 
have specific reaponmthfllt 

II ':ten cmparlty ani ; 
t 

for 
r t i 

tile expansion of proceasinp 

ronntrict Inn of arrape 
tohacco Industry Inclr diip: 
supervlrtin of prowers; 

(TFP'C)] and ofrtst rit ure At tlie pn t. TTN7 In a wholy owned research on cull vat In 
ahaliJJary (if TAT. lirocepsln- And marketbnp; 

control over tranaport 
and troce aing; and the 
r~eanlsrlnn of sn reiinp. 



rAN7ANIA 

PI' Ifrct 

(P t,' of Approval) 

F 

($tW 

nc rig 

Hit (on) 

Crop FornM Trgrt rmip Vwrecutitn Agency FVinct aona 

IO. Tnhorm Coral 

1e) .evr . ,I o--, tC',nd' 

(4-76-77) 

IDA 

CON 

G n.nv 

(Ar) 

I.?0 
0 

i.'rg.Oerl 

Cotton, 
grotrO.n.t R 

m. r''."vY 

sn.,lhotderA 
'Neega And 

t.26P.1tr I ta Io 

The Peglonat AAmnIltrnttor w-,ot have overall reOponithillty 

for Il. pro 1-rt. Ile pro - t o 1 .1 he expectte thromtih the 

Peg'n.pl AI irilo F rlarict f,, t tf :oi nilta or parAq Atmt) atS 

A pprrpr t. ,.,. . tite,,IrIr ,-t , rf t he Peg I on I Plnn tnit 

". rcrop r- p 
A~rl col] :, ^,I 

l t .", i I I 
u-. ,e I n p o, t 

.' -I ni nI r -rei 
f,f f I ce ( PAWU)) , 

by the ReR *on. I 

2. For tb.- ,ron vl IIAe e. TCA w-0,Ir(rt tlo to be 

re,. ooq ie Ie for tie IIrrr i,utltIo of Ir-nroved! ared and 

Iniut fo r cotton , o:,l'', t r nw i t,rn~oi~tn. the Mintatry 

of A rlirolt',re nr,! o,-lirnti veq "otld Arrange to provide 

t->r,vei 'i,ifor pc'liv, a-iv"ihm nnl prooinrnt to the 

p.fldy-.,,lltv Ivn vI Il'A.., nther nputs for paddy 

villv'e. woold I- !ri'' i l',y TCA. 

I . Second CAshewnt't 

Dpveloment" 

(S-16.-79) 

IIDA 

Corr. 

NBC 

27.5 

6.6 
2.2 

"f.3 

Cxahen.It A 1C.nAhewrut 

Authority of 

Tiniantal 

The pr, j, t wo,1i be i,p!- r.'0 . dend e' neged by the 

ARf'h'VITt Athorit v of Tqn,tiin. 

Te prolec- .- 1i finnnco thr- - At fli Ment and related 

tnfraetr,,ttirc -thr.e t q. ('cn,t pioCernt4tg facilities 

the Pxtentlo no l ;,nrt .t ,i" f qciItieR for CM St.. 

And 

17. Toha.co NandlIng 

(-6-7)21.5 

I4A 

Cnvt. 
1!.0 

6.5 
Tobacco Smallhoder TolACCo A,.tIorlty -)f Thn-AnIA (TAT) wotild hae overall 

r.proI htI I tv for pr, 1,,-r i',lpte.,t At ton. 

1. Ta-il .,il'f provide n~eeonil credtt to minllholdern 

for the pir, hase of polvth ,enrbill|nR htti an 
t 

aedrtur

term (rr'Ilt to vi II ni- for fle, cron trtictIon of ba!Inv 

Pand grnfo centers. 

2. Ti'. pr'j.'ct ,mlI nI 9n IlF-lwe Rome nrnIlIlary Investmrfit 

tn ',it Ing TAT pr-c -A Itv' qn:latrape frtIteR and 

13. Mt.nta/Sht nyanlg 

RiraliDevelor-ent 

"5-2"-7R) 

IDA 

IFAn 

rovt. 
enef. 

12.0 

12.n 

4.I 
1.7 

15 . 1) 

Ma(ze, 
sorghimu, 
casava, 
1IveAtock. 

cott on 

SmI tholderm 
(I-Iwnzm And 

ShtnyAngm 
replnna). 

Imtplementntio. of the mgrc.lt irAI crmp'on-ot would he 

under tip overal! rPqronl-tIty rof the re,.;,-rtlve 

Per-tonaI Av r ltIturl '.vplrI n-t Offtce.rn 

I. The, Tanra na Cotton AtlinrIty or other reIevant aRenc Iem 

wooIt be reaponteheI for trAnIporttngn t the vIll a.eg 

t|hr Improve R'ei and ,irvriO,, provIied by the project. 

these trip-i ts ",oit, I Sold In cooperti lves. 

7. FTtrnslon mervtcf'i, w,lt f the rt.sponsthillty of the 

1lIt tri( t Apri mlt ora!..1 t'v i lot t offficerm. 



TAN.' AN IA 

Pr,, ' 't iFI't-mc I Cr,,1 Fncrwq Tnrl'vt Grt p F(ectotfIp Apncy Ftinct |o.o i CnmAent R 
(I'ltv !,f Apprrv. ) (511S 111 11,1) 

if'. Tjrrnla Rsrnl inA ii).Oll All crnp" Sm,.i ,li+ra T" pro ,'it woI .ti r ,. rv'ip.na an inatituiton and 
I.,vt. 1 ,lionr PatGIo. C.tvt 

TlRit ~ 
I.tR 

*f 
pros'ih, IlI ,li aI I I. r , t' 

to III q'' 4r ro, I Iv 

r. (.l(lf.r tn-l n tlnR, trlrimrlly 

rr~~a,- I Iv I t le.q rel It I R 
( 1-O!.-Pfl) 32.9 it'ol tl i~1 1vIii,, , to i tralt,, w',ich Ae 

15. Pyrerthitim Pro ert InA 10.0 Pyrethrimotnl ItIhnl r- Ti,. oov s, P r, r *-Il,,i, - I r I,.-P -e-ponr;|h.lltv for 
Govt 2. 7 (Hheya aini Ii I.. t tI .in ,if the project. 

4-20- () I?. ! r I ng 

rep,# nt) I. *,, i, , I-.'p, * rovi,.1 pl int In riL erial free 

H*. J h f d r f I r ethrtim f I flwerA which 

16. Grain Storale IDA -J.0 GraIn jNatl nn.l TIn,, pro I-,Ict I vIir, '. . , s't Trra tI rcrA An
-AHMlnII 

('.-n,-8fln) 

R Go.vt 14.4 
'.7 -

31 
'or 

p.llsp 
-. rat tnn] 

Ir-t, p.rI1-n I ioIC 
trt'.l,,r t.* ,,rei . 

.,ort I 
i r-I'l .. 

'pro 
, 

ty of 1"17 to, procure. 

17. ".mAllI.l l, r I[A 14.() Ten - hto ,1it-r Te Itr,) ., wr,,llt . ripit. i.-Ito,h Tlnr ana TeA 
Tp. CotAol it,.ation NflRAD 1.6 ( m, I. As,IhI,r I I V (TT7 I. 

Govt 4.2 Ii tett, 
ff,-(l-Rtli C).I I 'T-t I'), ttt rI., hn1~,Io r 1- PrIi li-t fo-r a leacrIptiton 

I.-0-1,t I TI,, Na r fs!. It 
qilai~ .le, t11---- J vl . -,I fitir- inly a -irvinal area 

7,r'~pTT. c-i1,, 1,-, rotit, nd Rtatp~e 

19. Cocnut Pilot TlA 6.R .comst PrlIritr Ilv an T1 .' Isl; t v pri olt-- so,- Ifrtc f1pnalh i fnr the 
Govt 1.7 npr f- Itrl I. pr, ,,,t1ir- er . ,fe.A ni-u fr T,,rlirIrAI or,-,ra tI vin,which 

(I0-(07-R0) f.5 r ,n rc, i. fI Ili , ,! h ,.. ,f t , At Iti,,n Coccntt 
prti,.r-I v,. I , r--,t Provt.rt. u.-,I I t , rTirrarteI to Iraplermeni the 

pr,, I- I. 11.. pro It-r - ill -tit in the ftirmatlati.n of a 
trc.-rl-IIa Iparts. ,go f, r I i,r, t'I ',li,,rt Ion o f -rc-ntlta A nd 

lt l oral nttaff tr fr.,rtoy t it. !,tA,a r. 'l t-d ti the 

reh1, 1 1 t lffI ot Itf th-, -t -,t-t f I t' ry. It lnaq nt direct 
q-t.II I Ih, fr p r )(lictr I n -,.jm -,-, lt . 



MALAWI 

Project 

(Date of Approval) 


1. lonK.e 

2. Shire 

( 2-01!-6 8)--

3. LFaong.e-I 

4. Karonga 

1-18-72) 

5. ShI re-I I 

(3-20-72) 


6. LI I onge-!II 

(3-20-75) 

Vt nanr I .- Crop i",i'Iq Targer (:ri ,p Fec,irt ito Age-yi Fonrt Io.n n 

(SI 14I I I.no) 

IDA 
Loral 

6.1a 
.n 

HIle,I r 
groonti-ir i , 

t. ! Jl,.rq T tI, 
.. -cut 

pr, 
.

1 
- ti -I 

1 v € l'rv. 
the oiher 

frim,( owli'I.t 

.re. iiv..el,s-I 
I -il-n ti.i p 

.nt projects, Would be 

i,-tcr te. Apr Iclt u tl l 

(2-1-TI,-l~ I 

r I 
f! r.,.~P,-~ 

fi.I rio 
Tlie 

th ,c t 
A,-r riiItir, 

,,trit o t 
1 D1-e I np.'nt 

c ;,cI 'rt 
Rrainch wuan 

t o 191lie 
- I.I I ,, - ., or .r 11i 1 li.-'Ipert ,cl,e a (the 

t., r, . ,irt A r l - olt, l, . - ,, l.t r ' orolr-1Ii. th e '1 1n I t r y o f 

I. ie 'l 
TI.,. 

, , 
' I,,..r ,-c; ,ou'.I 

.. ~I r,,.-"' : 
--

,4A"rt hr( Itlfl 
r ru--11, 1I)70 

woru-te u I'ta 

Pr.,Ft i, 
' 

f t 4 
-''ay t ro¢ lle I "L 

.,. 
t 

- i 
,"t- , F~ t r i .IA tr 1 -

cred t 
friol crtoi1 

4. 1-14 t... .,ii" -a riirrlki-.lI v I W.it t I roittOn.. groindinut Q, and 

tia v ,, .i ti e I vei I Ich r.ort for matze. 

IDA 3.70 Cotton, Smllholders 

L.orai ,94 
-

uaize 

lIIA 7.275 atze, Sallholdern 
i - groundnuut ao 

I DA fl ple, -Ize, 

Gov(t 0 R cotton, 

V. raura 0I.4 
l 

gro,(tinut A 
I Iveet iii' 

IDA . 5 Cotton. ruitze Sqa Iilho ders 

AIO.ARC I. I ertgh im. 

Govt I . 7 grunftnuf R 

I IIA 
IIiICIII' 

.5 
I . Ai 

HA I', 
gvaru~ uauu~:e, 

SmAllholdera 

Cuvt 
$-'tlr'serelDuz.Ineyra 

I .01 
0. 2
(I? 

t oalreco,
Ilve g: r
llehuc 

Fayi,1aflys.io 

Hanch 0..2 

A IMA RC 0.6 
12.1I 
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Project FinanconR Crop Focm Target Croup Fxecuttpo Agency Functions Comment f 
(Date of t,-proval) ( 15Hillion) 

7. Karongs-11 lr;;n 
Aj-"1A9,-

9.2 
0.8 

Rice. Mu t e. 
cot20/ t A~n, 

smmllholdern 

(6,15-76) C-o't. 2.1 

12.J 

proundnutw. 
li-estork 

Rl. fhire-I 

(6-06-78) 

m1PA 
Cn,r. 

10.7 
1. 

T2.6 

Cottnn, malte, 
erhtv 
mil

1 
et. rice, 

groundnut a 

Sm ilholdera 

9. 'R fP-I 
(Consolidation 

of Lilongwe) 

(1l-Ifl-Fi) 

IDA 
CIDA 
rbF 
1I 
Cermany 
A!*iARC 

C *t 

22. 
n 

2.6 

13.1 
11.7 
6 6 
1.5 

8.5 

6 .0 

Kalze, 
grouodnot a., 
tobacco, 
'vestock 

Smallholderm Tie Hinintry -If grtc--,loire an.l NatrAl Peacurces would have the 
mpi11 1fZ for I mpl eo. l-,g tl1e NRDP program. The country In 

,11vided into erIn-t nAn-Por 1lmt (M) which will administer orne 
AgrIculttiral Pevplo;,-nrt flivlslon (ADD). On mverape. each ADO 
wii' he divi- h.t, f!ve Develoement Area.s (DA). The MANR and 
ArMHAPC w-! -on lcup to ex,,utp the -me flinctions ag undcr 

rrev!f-un irv otj r.t PrprApt H. 

I(. lqfDP-I I !')A 
(Karongs-Chitipa) 

(0~3IO1) 

Covt. 
7.3 
!.3 
u.6 

Rice. Mlaze, 
cotton, beans, 
~lveetncl. 

butyley tobacco 

q.malholders 

Ii. W.DP- lV 
(Dedra Mils and 
I.longwe Fant 
De vel pc ent Arr..z) 

TPA 

C'vt. 
l.6 

I. 
12.A 

Kafie, 

grnundnuta, 
uheat, bennm 
toha-co. 

Sal ihnl.ers 

(4-5-R3) potatoes 

12. Sallbolder 
Fertliler 

(4-26-83) 

IDA 
fFAD 
Covt. 
AIMiARC 

5.00 
10.23 
2.76 

11.93 

Cash. 
food crops 

Sallholders 
(natioial 

in scope) 

ADHARC woul-i be reaponsihle for 
the phyalcial impleaentation of the 
fertilizer p-curement progrnma. 

"Sole Institution Invo1-ed 
in fe'-ding procurement and 
dfatrlbutln of fertiliter 
to muAllholderv. For th. 
-edlum teris It ts considered 

unlil ely that anr -,rer 
Inatitut tonal 2ersnxrenr 
would he ai-e to provl.e n 

comparatively effectlye
dhtrlhutton service." 



Pr- f ,et 

(It)te of Approval) 
PI innc f ng 

(SU1S MI I Inn) 
Crnp Facu: Target Group Executing Agency Funct tons 

Corment 

3. NTI. Aprir. 

(2-19-1) 

Rexe.rch IDA 

USiCAI) 
Covt. 

23.8 

9.2 
16.9 

t'roj.-ct hel-p 

,,rIcwt 1 tura I 
p1 Iil',m, 

the Pep;artment of 

R. ,ear,-ih Improve Its 
- idisH*u, technical 

49.9 e ry ntoprinrltlze the 

l.. Agriculturit Extension IDA 11.6 !",, I t - v ,rt S in un, t l osi 

(9-1 9-R5) 
IISATD 
Covt. 

6.2 
2.4 

20.1.2 

,,lv 
the 'l-

! 

-,!t p~r. q-s, 
,tr- rlf ,"r 

'-!m pl:i 

s--,i t 
(e!re-,3 

nv, -pahl 

(a) Improving 

analytical
'ity; (b) 

rI 7 -
1
': ithe It1tl eIx n qenI, system; 

7 1d t f irin a rI I, adm nits
r,r t* h Ic i s orl the bepartment 

, r e an d P I 3 rit ' ne fl %7ii ion s t a ff . 

15. TInstrial 

(12-19-85) 

& Agric. Cred. IBRD 
L.oral 
Other 

7.8 

2.2 

4.3 

h,. pst, 

( 
r,- I 

. 

r r 

co I, -)f r;rre i mponf-nts: 

''."i , f Irf i cInp crommerclsl 
Invtrits Chrouih INPIANK; 

14.3 ( l! r'- I fe"n Inr p!osv , ,lle" credit to 

,sir coI tu ra ., 
CR'-; and (c,', 

te- hl~r.iph 1INDFRANV, NBM and 
i l 1. Ilion in technical ssisttanc,. 

fumds ' ,r e-] lp l A LriLtenthen itS 
nat Itt ion ;i , npah!l 11,,tea. 


