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Introduction and Summary
 

Assumptionrs
 

Three assumptions underlie this investigation.
 

The first assumption is macroeconomic. It assumes that it is
 

important to the soundness of the global economy, and vital to
 

sociopolitical stability, for the Third World to participate to a 
maximum
 

degree, and in aii 
optimum fashion, in global productivity. An important
 

ingredient of this participation is that the developing countries make a
 

major effort to 
feed themselves and to strengthen the agricultural sector
 

of their economies.
 

The second assumption is structural. 
 It is based on historical and
 

current evidence that the private sector 
is the most dynamic 'gent of
 
development both in industrial and developing countries, and is therefore
 

the indicated instrument for a pclicy that sets productivity as a
 

priority.
 

The third assumption is operational. It posits that in the
 

agricultural sector, on which this investigation is focused, the most
 

efficacious way to obtain desirable results, from an economic and from a
 

developmental viewpoint, is to energize small farmers. 
 This is done most
 

effectively by organizing them around 
a corporate core that offers them
 

the necessary technology and a personal stake in state-of-the-art
 

production.
 

A concept paper delineating these three thrusts, The Farmer and the
 

Money Ecoiomy: The Role of the Private Sector in th.. 
.gricultural
 

Development of LDCs, by Orville L. Freeman and Ruth Karen, won the
 

//7; 



--

Mitchel z6 at"The ,Wodlands oepo Soites ine1Ii Conferec Sustainab 

1982." -The,"oncepts deve1loped" in L6apaper. were, iie'sti1gated, on" site, 

i n71983/84 on three continhents (-Afric~a As ,.,a ndLatin A6etica) Inne e 
4, 

counries(om~jsa epuic, iaenya, eio 17pp1nes, Sudanl 

Swaziland, Thandd and Turkey. Th ae hi res cover a range~of 

~agriculua prdcsfrmse corn p'ro dullti n -to -p g-raising, ard, 

inld cahcosand flood. crops--for famnWJ'use, for the do'mestic. 

market, anfrteitentoa arket ' ­

61 h ecopanesr'nizng heinvestigated enterprises a1s'o represent 

~ :a broad spectrum. The5y include multinational companies based ,inthe,,, 

industrial word hst country-cmpan ies with, internationa1;dmnsin.i 

th'I form of' 1icensing and/or marketitig agreements wt utntoa 

f~ ventures (including joint Ventures with'the publicst'd,:'iris; ~joint 
Somsic ord esoreignm'cor frein);and,.purely dmestc fhs.
"doms Co~mpan~ies,. rag,,nsz 

u in
 

iqgovrF~Pi'd r (Uievi 1 ss,,T~aiben~avn ~~~~ 

M~ajor fi nding of~thestudy includethefloig 

7For Small -Farmer Producer~s J ~ -- w-'-- 'i~-'~-lP 4 ' ~ -~\ ~ 

~f$U'w;-~Pa rjbci pat ion inyventures :- rzdj I and arounid core companies 

-'Prvides socio economiic opot h yo ma~jor dimensions.i 

-For, 'C6ipanieSr'' -~'' I -~'-7 -'i' 

1,jW hile agribusiness' ventures anywhere requr~ relati 
17 

vely~ 

:~~4v around a cor~porate4 core can resul~t inj~ja satisfactory re'tu~rn on invetet 

*-&i wiwthin a r acceptable tim frame. *­

-'--I -~-~- ~ -- ''-f -- - - ---- 1 t~ 



2. Hands-on comnitment by the core company, and intensive involvement
 

at the managerial level, the technical level and the field supervision
 

level are essential for success.
 

3. In the marketing isrect of the undertaking, vertical integration
 

works best. In this context, farmer producers with increased incomes
 

deriving from their additional productivity, can themselves constitute a
 

new market.
 

4. Company relationships with farmer producers are complex, and vital
 

to the venture. In addition to their technological and economic aspects,
 

these relationships include social and cultural dimensions t:iat are
 

indispensable both to ROJ and to continuity of operations.
 

For Host Countries
 

Recognit ion of the importance of agriculture to national development 

must be trarslated into policies. This includes legislation and 

regulations that make feasible successful agribusiness undertakings by 

the private sector. Policy questions that have to be addressed in this 

context include, but are not limited to, product pricing, taxation, 

exchange rates, credit, infrastructure and agrarian reform. 

For Donor Countries 

A commitment must be made at the policy level, the diplomatic level 

and the bureaucratic level, to encourage coherent, constructive, and 

dependable host government policies in the agricultural sector, and to 

support private sector entrepreneurs in agribusiness, both domestic and 

foren with a set of specifically designed services. These include 

participation in feasibilit studies provision of appropriate insurance; 

finacgg r small farmer producers; and the services of appropriate 

development experts. 
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POLICY RECOMMENDAT IONS 

The successful agribusiness enterprises in developing countries
 

investigated in this study have four major actors:
 

1) The small farmer-producer who wants to move from subsistence
 

agriculture into an active role in the market economy, 
 and is ready to
 

transcend traditional constraints to create socio-economic conditions 

that offer greater opportunities For him and his family. 

2) fhe CoMpny--fore iQ, domestic oir ,j0 venture--which envisions 

the opportunity, takes t.he risk and transfers the required technology in 

all facets of th, undertakin . 

3) The government of hP country in which the enterprise is located 

(referred to as the "host government") wh ich promulgates the laws and 

regulations that directl1, afl.ct the ,iitrprisg;, and provides and/or 

supports a r ye of int tit Lsio, with which the enterprise necessarily
 

intera(:ts.
 

4) The irdusrial country in which the parent company 
 is based, which 

interacts both with thp hoist goverrnm, 1.tdud with the operating enterprise
 

in a number of ways. W in stu(dy LhaL industrial country is described 

as the "donor country", and usually refers either to the US or the UK. 

The policy recommenda.ions out ind h rinw address each of the actors 

separately and have evolvAd directly rm the case histories. However, 

it is important to recognize that the ,uccess of an agribusiness 

enterprise in a developing country, wit. success measured in both bottom
 

line and developmental terms, stands inmeasurable ratio to the degree
 

with which the four actors pursue a coherent policy.
 



1. The Small Farmer-Producer
 

For small farmers in the developing world, the traditional goal has
 

been survival. Generally speaking, they have had neither the resources
 

nor recourse to the ingreoients required to move beyond that goal. As a 

result, rural areas in the developing countries have become increasingly 

impoverished, and farm children, for whom there was no more family land 

to cultivate, have moved to the cities. rhere, most of them have become
 

the denizens of socially and politically incendia.-,- slums.
 

The systematic approach to agricultui al development investigated in 

this study, in which small farmers are organized around a corporate core, 

regards the farmer as a vital ingredient of the enterprise, as each of
 

the case histories bears out. 

A farmer in the Dominican Republic, parti: ipating in the 

melon-growing venture of a core company (Agro Inversiones), spells out in 

his own tell iaq ternis whet the system means in his life: 

"I got m/ own land, under the Dominican Republic's agrarian reform,
in 1971. 1 don't own it, but I have the right to work it for my 
lifetime and my son has the same right when I die. It c-in be taken 
from me, or from him, only if I sell it, or if I let it lie idle. I 
don't inend to do either. 

"Here is my pay-off: From 1971-78, my income was DPlO per tarea (6
tareas=l acre). From 1978-80, it was DP40 per tarea. In 1981, it 
was DP9O per tarea. Now, since I have moved mostly into melons, and 
grow two crops a year for Agro Inversiones, my income is DP160 per 
tarea. 1, my wife, and my two oldest sons do most of the work on the 
farm. For a few weeks during the harvest. season, we hire about 15 
people to help. 

"What do I do with the extra income? I spend it on my family, on 
clothes, on fixing up the house, and mainly on education. Two of my
children are in high school, and both intend to go on to university.

I want both my boys and my girlt: to have that opportunity." 
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crops with short production periods and, 
in the case of the Dominican
 

Republic, the special advantage of duty--!ree access to the US market.
 

For 	tree crops and other crops with a longer cultivation/production
 

cycle, the calculations for a satisfactory ROI would necessarily involve
 

a different time frame.
 

For 	enterprises such as 
the 	Dominican RIpublic undertaking (melons
 

and 	vegetables for 
the 	US winter market), the policy implications, both
 

financial and operational, are clear:
 

A-	 Hands-on commitment and involvement at the managerial level, the
 
technical level and the field supervision level are essential for
 
success. 
 Given these three ingredients, a relatively modest
 
scale of operations can produce a net profit on sales during the
 
first year, and a respectable return on investment, including

full recovery of capital, within 2-3 years,
 

B. 	This applies even when there 
is on-site competition for the
 
farmers' output.
 

C. 	For export-oriented products 
it in vi al to have a well-defined
 
market plus a market organization, in the case of a bigger

company; or a well-structured relationship with food brokers and
 
wholesalers for a smaller company.
 

D. 	Transportation is a major cost consideration, and available
 
options have to he analyzed c~refully.
 

E. 	F:inant ing, even if available locally at subsidized rates, may not
 
be th, most desirable form of credit. 
 Given the sharls and

obstac les of bureaucratic delays, 
iL may be more cost effective
 
for. a company to finance farmers directly.
 

F. From a sociopolitical point of view, in any operation designed
 
for 	the long term it is advisable for a company, particularly a
foreign company, not to own land. 
 if land holdings are needed
 
for pilot projects or a nuclear -.tate, the land should be
 
leased. From a sociopolitical perspective, as well as a
 
productve one, the most desirable arrangement is to work with
 
producer farmers who own their own 
land and work it largely with
 
their own family members.
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An increased market share of corn seed (The company's market share in 
1983 was 24%, tdryets are 33% for 1984, 44% for 1985, and 50%-plus 
thereafter). 

A return on investment of 20% on funds employed, which includes
 

amortization of research and development activities.
 

In Turkey, Pinar, a milk-processing operation based in Izmir on the
 

Aegean coast, developed a range of consumer products with which it
 

successfully penetrated the domestic market nationwide, as well as 

developing an export market, primarily to the Middle East. 

In the Sudan, Haggar ltd. notes that the pa)'- ack for its tobacco 

operations is immediate, because it is vertically integrated in the 

production of blended cigarettes, which the company itself manufactures 

and sells. In contrast, the pay-back for the company's coffee and tea
 

operations not. only ',akes longer, because of the nature of the crop, but 

also requires volume and/or processing facilities for added value. The 

company points out that the highest payoff is obtained when coffee and
 

tea operations are extended to include packaging and retailing.
 

In company relationships with farmer-producers, farmer loyalty is
 

vital. The ;ecret of success in this relationship is stated succinctly
 
I 

by an executive of Adams International's operation in Thailand:
 

"You have to deal with the farmer not only as a producer, but as a
 
person."
 

The multi-facetedness of this process is spelled out by the manager
 

of a major milk processing facility in Turkey, who couches his
 

recoiendations in corporate-specific terms which nevertheless are
 

applicable to all agribusiness undertakings in developing countries.
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food crops for family consumption or 
for sale to the local market. An
 

importanc fringe benefit of 
this arrangement is that the company-farmer
 

relationship does not 
result in economic dependencies with explosive
 

sociopolitical overtones.
 

b) Improving and enhancing, as far as corporate resources permit, the
 

social en,,ironment of the farmer and his family. 
This includes, but is 

not limited to, sports, health, edu:cation, and dccess to appropriate 

consumer goods. 

c) Acting as a catalyst between the farmer and existing government
 

institutions designed to serve the farmer. In most developing cnuntries, 

competent bridge-buildinq is required between small farmers and their 

needs and the bureaucracies intended to 
serve these needs.
 

rj) Assistinn farmers, in locally ,oprropr iate ways, to structure and 

strengthen their own organizations, and organizations involving their
 

families and coHiiinitis. Hindustani Lever Ltd. (a subsidiary of
 

Unilever), operating in the district of Etah, State of Uttar Pradesh, one 

of the least developed regions of 
India, has formulated "Ten Commandments
 

for Rural Development", which, with relevant modifications and
 

alterations, are applicable in any LDC:
 

1. Establish credibility through honesty and integrity. 
These

qualities have to be seen not 
only internally but externally as well.

They are 
best conveyed by committed supervisors who are honest,

apolitical and corruption-proof, and 
can earn the respect both of elected
officials from the village level up and of 
appointed civil servants fro,,l

the district magistrate down.
 

2. Assure that plans 3re generated at the grassroots by the farmers

themselves. There is an 
initial hesitation by the farmers to make such
plans, but the resistance can be broken down by supervisors who know
their business and their communities, and by management trainees who
actually live in the villages. Both the supervisors and the management

trainees have to establish the kind of relationship with the farmer in
which they can say 'no' as as
we1b 'yes' and still retain the respect and
 
trust of the villagers.
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3. Set up an effective organizational structure for follow-throuqh.

Frequently, government and voluntary agencies have marvelous ideas and
 
brilliant concepts, but no one who is competent or interested enough to
 
follow through.
 

4. Providp or organize financial suppnrt. The need is for on-site
 
banking institutions that operate effectively at the village level.
 

5. Build a viable communications system, both physical and
 
people-to-people. 
This includes roads that are accessible throughout the
 
year, and every form of transportation.
 

5. Upyrade agricultural practices. This involves everything from
 
water manajement to crop ;'otation; from seed improvement to livestock
 
care.
 

7. Introduce animal husbandry, not as a replacement for existing

cultivation of food or cash crops, but 
as a viable secondary occupation
 
for the farm family.
 

8, Promote appropriate alternative energy resources, such as bio-gas

fueled by cow dung.
 

rk Aid village industries, particularly those relevant to women.
-. 


10. Help to build health and educational infrastructure.
 

In manacjeni-, nt. For the top management of the enterprise, at least
 

inicially, the company, wherever based, must reach for the best: 
 Not the
 

best it can spare, but the best it can muster. This applies to both
 

executive and technical staffing. It is important to recognize that "the
 

best", in this context, has to be dcfined in a way that exceeds narrow,
 

or even broad--gauged, expertise. At the executive side, the top manager
 

must not only kncw his product and hi market, but must be sensitive to 

people in their social and cultural context. On the technica side, crop 

knowledge and people knowledge are pragmatically intertwined and equally 

important. The history of cyribusiness companies in developing countries 

isreplete with problems, and outright failures, created by executives
 

with unquestionable technical and managerial expertise who
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tem i~ocal graduates-from agricultural, institutions did notwork/'' 

out. What did Work was a sytexoft iension ag'ps rmte
 
rm famlis temelvs nd giving terp best and" rightest ,farmers tne,
 

technical and administrative trainin6- they neededto,, becWeefctvad
 

,eptdextension agents. 4 ~ ' ~* / 

At a more senior level of peer4 relationship,-Companies haye o :h&', ' 

that local R&D isconduicted mo st .effecti e oscount yKIchic 
-people n4 44' 

X~ the macroeconmic area, a4succe'ssful agribudsiness, enter'prise
 
p.1.roduces visible economic and social resut thtp erte e communit
 

enhancs 4the image of the private 'sector: in general-'iiind "'hre 
1 apicbe multinationa va id~ios 

~iI'thneii role as important engines of'gowth. In m o t' d ''el '' 

~countries such .image'4enhaflcement is4 i oitanit. JIh some, itic ia 
44 4444~444 44 ..,44 



Another macroeconomic consideration is the fact that successful
 

agribusiness enterprises involving swall farmers in the developing
 

countries substantially raise the purchasing power of these small farmers
 

and their families. There are today approximately I billion small
 

farmers in the developing world. If, by way of the simplest of
 

calcupations, the income of these farmers were raised by only US$100 per
 

year, the stimulative effect on the global economy v-juld be staggering,
 

with multiplier effects not only for agricultural output, but for
 

manufactured goods and services as well, both in the developing countries
 

and in the industrialized world.
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:2',. ~ ~ ~ ~ ~ ~ 3 The Host.'Country K1 4 " 

Almost without7 excteption, political leader' in host countries today i"' 

recgnze Ineed 4 4" heimortnc'-of agrcutdral deveopment. 

agr cult'ure i s, adaays hasb'e. th e to ecnmcdvlpment.N 

- country. in human $history wihhiecpin o a e ecator',
 

-i tary. city states, has, ever prosp'ted 'and' bIta ud~ecny
 42 

wihu oi giutrlbase.:;~:~; 
The problem isthat, while the reonton of this isrvenot': ><4 

host countries are at least baffled,:and more often overwhelmed':by the
 

magnitude, the complexity and the political ~problems i nvolIved inf carrying.,4:,,~2 

forward an effective,,sustained program of: agricultural deelpment. 

There isno douibt that sound agricultural policies ' are,d to****cult ;4. 

develop and carry out. The time spa n required to' pujt 'into- place an4 . 

appropriate ladpol balance; to mkaviable'reia d'nY.
 

inputs t o e grower; and to construct storagel- prcssn,.n ma '-'et" 

capacity, longer than the usa'tiespan of aq oi.tical I*,~~ 

officeholder. In addition, carrying otason' eaigp]-grlctral,: 

policy calls'forch~anges which, "by their verY niaiure, shake u6p l ~ 
~traditional so~aiand mnae ns, w' i elr .c angeu 


angment patterns 'ith'the re~ s tiat cage 

are fiercely resisted. This is true'in l aY447 '4' inas weli'l -w4- Pa'4 

developing even EEC iciescountries, as current a'dd'US" demonst'~'-7~~'~'-444 

.,h rolm ost countries need' mostto-address u~rgentlyf all V, nt 

'ten, categories: 'v -"44-' '' ~ ~-~I 

-- - - 1) Food Policies That,'Have An Urban'Bias. Food polijies, with a ," 

4~ - O4 

4-''- 44 '4 "4 '' IJ! 2:4'9444~ ,47 



uran 

~~clearly Counterproductive in' 


persstetbiasmayhave~ 

the long pull They sight agricultural 
prodcers,,' l ae ucproduction, and moti.e mass population m 

-fromcountryt citiy, y-ex 

slums, that, edevi almost every host country.sa
 

The claetianfs 
in of~thsura bisi rce ipolicy, w i 
governments siing ~a range of pri ce-settinrg niechaijims4 to kp prducer-~'~k~ 

tcounterparts ,in every host 
 the* .cou.ntry.....
.......
 

Turke . >That price as set at TV0 lin 1983) when the',marketprice was 

'~farn~er-podecersasanfest equall 
2) Agricultural Taxation. In most host countries, the bias against 
_' armr-rodcer mnifstin pricing policies iseulyprevalent in
 

taxation Policies. Agricultural output is'taxed at too high 
a rate, a
 
poiythat extends even to such measures, clearly counterproductive from
 

a macroeconomnic viewpoint, 
as levying 'substantiall taxes onj agrjcultu-al
 
eporty and oniprsrequired for~optiu 
oupu intearbsns
 

:-)EcaneRtsand,ExchangeRate Controls. 
 Inmany host
 
countries, exchange rates th'at overvalue the local currency'areaieconcerns that have realistic economic
 

'1,.1It1
 

base., Jhese currency value distortions are particularly harmful to
?:J:
farmers producing for export.
 

... 

hsarea, leading to 

'atii!)l .!il~'A £1
A eetexample of a reaso0nale poiyi I ' 
I e ' 

.....
 &ra-over-11ueI:
product-ive ,resultsi was a 
' 

'policyimplemented by the' Dominicani Repbl'~I, 4 Cu 4r.n,: :~ . -

T~&< % wf h introduced a multi tirexh e rate, with the most realistic rater 
available to exporters of non i p t' specifically..
 

iIldngarcutr 
 pr -c,4s 1 

http:country.sa


44) Restrictions' on Internal od 4ovement. Some-hos coutries,>~ 

hae
actall awsandor regulatiot' that retitdomestic movement of 
fodcosmil for pliticaleasons.'In many, ideinotofthe, 

Shost 
countries, i trna--ood.ovement~is effectively..restrictedir-and -to­
a considiirable extent lprevented, by in'adequate~ infrastructure and ~ 

.tranprai, as wel 1,as~by Inadequzate' and quite often non-exi stent ~ 7~ 
storage facil1ities .,.r27 ~ 

5) Credit Availability. While most host cou~ntries make an effort't4'> 

provide agricultural ''credit,:with widely varying degrees"of resource 

allocation and administrative competence, none of the host countries in-' 
the study has yet managed to get anywhere near enough. credit, to: the: small1 
farmers who constitute the backbone of the agricultural, sector. Indeed, ., 

the,,case-histories indicate that, with rare exceptions,, itisonly when
 
private'sector companies, foreign or domestic, supply'supervised crdi'
 

themselves or act as 
catalysts and/or mediators~between farmer-producers,
 

and host country financial institutions, that sm'all farmers actually get
 

the financial assista'nce which, intheory, has~been des'igned for-them.,~ 
 ' 

6)Redist~ribution cf Land. Evidence around the world has 
 . 

demonstrated that the fanily farm, 'with a and holding ad qu 
 to apply
 

-modern 
 technology effect4.-veiy,' is the m~s prouciv size.J The 

intetivethatresults whenl the produ'cer benefits directly from his
 

efforts cannot be duplicated by large holdings whether the are prlvate y<-:>.
held-, 'communal, cooperative, or state owedt Rsisfomte
 
4-owne. 


Refactory-size organization of state farms''and large collectives inthe
s' I1.t's. f4i4>o4 

USSR arddramatic demonstrations of how_,not~toognz grclue 
sytmweeythe producer on~ the'soil benefts di'ctl" 

,44~~~,e y rvtmweevfomK1his 

4 
' 4 4 4'' . - > 4 ;4 



effrtsis hesingle most important$ elemient in inrasn routiiy
 
Inmstpacsin h world, this means producer ownership; and 
 it 

reqirsLea'itaia lan Policies, adequately suppprted b h
 
__q ern e thi ontext,-...can~bdf e
 

suppo-ti-n -. hi~s-c -b -define >as-

Snetwork of~physical and social infrastructur'es that make possibl 
economiclyrwrigfm poutn,and provideenough sca
 
services to arn -. i I -t 

- to induce famfmles 0to1ist~helure of the cities 

A demonstrative example of, successful agrarian reform and its resut 

isthe effort made by the Domnican Repblic' nth~u aly The
 

reform, allocating land to family fames was ,opliene by a web-of'
 
infrastructure services, including irrigation,' electrification,1
 

farm-to-market roads,, effective credit institutions, healthi and education,~
 
facilities, and help with housing. The ,result was a 300% rise in-per ' iI
 

capita income in less than a decade. 
 . . 

7)
Expropriation or Nationalization of Food Indus'tries. 
 A.,imr of
 
host countries have,pursued suchpolicies, with; results that .agfo
 

paralysis to disaster. Every case history inthis' study showed that 
competitive government enterprises required,2-5 times~ the resources th'at .Y' 2k 

companies-mlyd and took at least twice, anid insome instances ~three
 

adfutmsas long, toahiv cmarbe euls
 

8) Political Patronage and'BureaucraticInpns. Where:government... 
Ais involved in'providing or supporting services to: small farmers, fit~is54~~4 

desirable to make farmer productivity, not plitkc01'.patrilage, 6the.2W,... .>. 

yardtick Int ePhilippi'nes, for example, where-the KKK Ki lusang" 
Kabuhayan atKaunlararv or-Nationa Livelihood Prog~ramI) is genetrall 

assessed as being both Amaginative.'and-sound in >he design6 of its 

'~ . . . ' ~ 4 " x - ~ V ~ ~ 16 P. 41 



~programs, theiplementation of th~ee programs is 'hampee bythe fact 
th too ifl)ih' of the KKK'~s moe tl ost fua,pat edrsi the 
countryside and their':p~lica alis ntado hJ~ahneleu: toth
 

sm' rb~d'~gair IJf small farmers weres 6< 

ef~ci'ley,',i~irabe'ec~onomic andu6u,;i1cal results couljd be achieved."-
Farmer income and, coninuni .y"Staudng"would'increase, and th .po it'.la 
1eadership, now very hierarchical i'n the rural :areas, wld'have'to ~ . 

lsten more attentively to,,t constituns 
.4 

4.4An illustration of obstructiv~e bureaucratic Jnpnssoccurs',;in 

Inia where the effectiveness of a comprehensive set of services.,he 
4 

.A.: ~y4
4 

government offers,'lts rural population As marrd'4 
 bure,.4rai 

4' corruption anid by paperwork which toois incomprehensible: and too' 4 444 4 4 

cumbersome for villagers to ,understand and deal 'With., -At prelsent, the"",1J~
4 4 

paperwork required for villagers to obtain any governmhent se rv\ C.'4jyIi.4444 

4 
a point where the overwhelming majority of-the 

.4. . daunting to 
r ural IV%'.~4~~44 

population simply has no way of obtainiing the service tolwihi 
 is
 

entitled., 444 
A4A

4 

9) Private Sector Involvement' If host governments'wn~t attat 

,and support ~private sector act vlt~y agrculure
4 in ~ "_,e or orign,4agrcultre~~domestic 
or forig, 

4the host country g'overnment will1 have to make c I. ear J",ts t '14...mnt 

,agrculure and its determination to ~mit & 
4 

hasas­ $44. 44' 

K :'- proclaimed, and to honor promijses iha rade.4Ths'cud44 

'41 i.nlu e , b ti4o 

limited to,. aces .'- foreign currenc;admittance 
o ees 

expatriate s, prom~pt approval of necessary, mports, and, as noted above, '), 

~' the devel opment 'of taeededinfrastructure.' Perhaps mot imrportant, i t' 4.4 

requresa comitentnot 'only , n the political and governmental .. 

ins 4.fi. at44 to ,, b t 44h4ei pr v n es and localities 4asA' -444 444.444> 

- ' 4 " 4 ,4. 444.4. 4 444 44.4' 4 4 4 1 4 4 . 4 " . " ' ' 414 444 4 

k4 W- . 
44 44. 44 ..;.,4,~ ~ ..4.4. 444444444 ~ # 44 4444 44 4 4 4 4 4 4 ) 44 -.4 4) ; 44 44A4 4 4 44 4 



'We ICocuretl, hepoliticalI eade' hip at alI Ievel mus lead the 

wy'nbuilding p~ubl~icudrstanding dd uppr ofti omC t 

~the country's agricultural base.~ 

~. ~ 

4 

;naiO Rrpra ns.Mos govermens 

relations,,with multinationial'corporations in the agiuins ector, 

whose technology,organization, process~igodflreing exets can; 

make a major impact,, have several special ~aspects 6f complexity. ~A: 

blueprint for mutual understanding and successful 111oaborat-ion:,is.- me 
below. ~> 

)Profitability and Respo sibility. Both mutnaoa 
I~~~'copoaton 

(MNCs) and developing countries must -recognize the dual, fundamental: 

facts that a~)private companies are (and by their structure must be), 
motvaedto maea pciton their operations anrinvestments,, and that, 

b)host governments are (and naturdlly must be) concerned about the 
development of their coutl-ries. rEach side shoull clearly recognize ~the 

legitimate inter~sts of the other. rThe essenti point isthiat 

governments must Mlow MINCs to make andremit alreasonable profit,_whilet 

MNCs must acknowledge and f~lfill the full range oftheir economc -and~;;~r. 

shudbdevelopment responsibilities to .~socialthe host cointries. Further,,Iit: Y -

shoud berecognized by both sides that contributions to~the progres's ," 

.,-

a evlpingcunr cnb md,,.-i many forms, both econ'omic and~ 
non-economic (e.g. training and educati ng people), :anditiat~dll forms> of7 

cotiuinapial to eac inetmn shud e gvnl 

/r~1-e- -ii 

~-~,ircogntin" -I;~Sr -­

b) I~nf or mnatio n and Reportin Pr c d r s c e s t e t i i d f 

;­

in~mation is often 
developing conreO~ 

a'e on 
h n 

fcneto between MNs and~ 
ad ovrmnsotnfe htM. 

KI 



1 

ar "secretive' ariddo-not fully revealtei 
1, ctvt l~es-6 aies 

sensitiv hftpain oa n teioenmn euaoyatoiis' 

they must:be ale.to guard against the, misuse of-that informnation.\ ~ 

c)TechnologZ.> Technology inthe broadest sense--1ncludi~nmtra 

~managerial, marI~eting, ognztonal .nd other skills, as, wellI asiv 
advanced technic'al information suchas secr~et know-how--is at the~heart& W" 

of the probleimdifferentiating developjed from developing countries.~ 
Developed countries should, in'the overal1 context-of,'seeingto ass 
,and aid' countries working hard to~impro~ve thmevs drs hs
 
problem and seekoto facilitate tetransfer o ehooy oeeM~
 

which are private properties cannot and' should not be expoectedtogv 
waskllsand knowledge that may have taken years (if~not decades) as 

well as great expense, to develop. Nor is44itreasonbeta
 
eanl tht cutry
 

should expect to get something for noing5uI." Resnbe~py 
t fo-r
 

techniological contributions' by MNCs to developing countries should be~­
expctd.If the technology iscontinuously updated by injectins of<
 
fresh
advances, these'too should be compensated.' However, pamet 

should cease after.a number of,"years where new ipetinsd0 otocr.'K'Y 

d,) Employment andLabor. . CoUntries' shou'ld clearly outline and 
'4 ~communicate their manpow~r obj ctives land expectations "to MNCs, and 

shuddoter b~st ,to fulfill those obje 
A Whr approriat
 

4/4:i rece uriion4-activit 
 should b pemte u1sshudntb 4 ikd ~ L. I~d L' 

out as
4 targets four demands -not made of local companies. MNCs should'pa..KK 
.17-' 

http:expctd.If


>going 	 wage rates as ~a minimum;,thohe hand, ifthey do mor~e than' 

the minimum,~either i n terms .of 'direct pay. or o ,other benefits anid ~ : 

frne ~ uc rgrams), the effect of'such 

~77~ 	 costs 66 1th' MN C's local, '6 tiori§' s~~id'e ,a'e nob 

host govenment.'<1 ~,.;i 

.N.'e) 'Consumer Protection. Minimum internationial health and saet 

Wstandards-sol ewre n a4 standardizedinterntiona1 labelin 

N ~system introduced. Any prohibitions or~1restrictions{ in,process o"~2 :;~ 

product imposed by home. countries shouild be revealed toI hos~t countries.~" 

f) Competition and Market Structure. Countries and' MNCS' should work'~~a 'Ya 

out expor and purchasing policies at ,the timeinetns ar ae n 

~> they should clearly establish' the length.ofitime tht.sc'poiis(n 

:any restrictions' on,them)are to .be: in effect. 2 ~ N I,,a 

9). Transfer Pricing> Transfer pricing.,isadifficult and extremel'y~.4... 

~complex area ofi'nena s 'luh outset; two 'hings should~'At 

'~"Nbe honestly recognized: first, by~tehs contyuta thebI 4 uUJbj ''.,c-N".N4 

cannot be dealt with-by siijpisic~sogsor formulas; and second, b 

MNG,-that there~have in'fact been cases of' serious abuse of pricing~.,N''I%'aN'the 

N '. 	 N 'c'' ' 

A" resnal tN'sfe prc foa prdc imote'NNNa~eelpng4' 

'contr use in anNN~prto J tht No-uteo"''N',,lcoe 

44~ ~'a"""t ~ ,h fu"llpolnccuei. R&D and enier n' osts4a?~i.nvolve in' maN~a4aki'aNng~N1a'aaI~'N, 

"spcaaA t tehoal tianotfe redo ao priodut permited.to be.r'mbre 
1

aNNN~4NN' a 	 '~N",NNN.~44~~"N NI N4" 'NN~a "aaaU 

N'''" 'N~~~~' '"8AN'3 	 N"~'Na'~ 1 



1
by th goeneto etalbn ftehs oun~try. subsidiary. 

>Companies~are sometimes, tempted to tak~e out returns~fo~r their, investments 

via, the transfer pricew~hen thyar not; permi tted to charge what they,, 
~t~ ~ >;~cons id-77 ji eryties an the 

lie#,I is the interrelationship of~all1 these factor-'fetn iA~both , 

and 'preto'pa 4-.,sbsdir r
 
1
 

~1oal sus~iariarnt
nd omanyprfits--that makes transfer pricing~~

such a complex area. The only reasonable waj to approach this problemis
 

ohog truhreconition tfhatm
penness, and honesty. on both sides: 


constructive economic1 activity ~Is entitled to, a prfi'.fr 
 t ffrs 

but that, at the same time, considerations-of ,simple-hmnt an 

relative ability to pay must temper ,specificexpectations 'of return.~~~~ 

h)"The Economic Role of Women.~ Both-hi~st countriesand MNCs must 1 

Address attentively, constructively, and-immediately, the economic role"--~~.~ 

of women, patclryin agricuure. Women-~do 78%i of h-amoki 

developing countries,, including production, Orocessing and marketlrhg.
 
Though -results and needs vary from re'gion to region and from culture toiaz~.­

culture, 'somne2 eleme'nts' of the effects of technology transfer on women are~+~;
 
a constant.' .Technology'.-and especially thIe operation of large.>
 

nachinery-7isa-traditin'ally' seen 
as worka for men .' Inagricul1ture, thi1s va 

lovswmnboth with a getr,'klainhand-~done ptasks(sme.; of ~att 
which they. wiT pass on, to children), and also with aos~fpetg~r~f~~ 

pride of place inii he community. ' 

~~a-At the s'ame time, 
women throughout tedvlpn>ol 
r 
interested indmsitecnology, and in crop processing and storaget' 4a~~ 

t e c n o o g t h a 1W'i , i 

need to include womien in the aplanrning stgsf deop nttreyb
ai-agesi, of devlometltrtey­

~ I p4iPa-a'4~paa1 .a~a~l a-' 1a 

VipI~a~li - ~~ ~ 
mf~aa~la~,~al.- ~ a ~~~l, 

http:prfi'.fr


particularly in tihe dqriculLurdl sector, thereby enhancing family 

solidarity ano A fering greater possibilities for the long-term success 

of the family form. 

MNCs must rmem er that dealing with farmer -producers involves women 

as well as men and, in one way or another, the entire farm family. 

An Evolutionnry Process
 

A description of the evolution of host government thinking vis-a-vis 

agrihusiness, with clear policy implications, is offered by a senior 

private sector oxacut ive in Thailand who earlier served in the public 

sector at T,- K' Klve
On . K He n.id: 

"Ini Li-l', tI ,i grovernmenL wi ,-il what wa; essentially a 
welfare DO>IKi vi-o-vis the formei. it .O ed the farmer as a 
backward child, prnr ,irid ulneduc t.l, ,adprnvided him with handouts 
in the formo f fou ,,,., , ,idw.d t ilizer and support prices.
but it r liiither i pj<! know--how and services noroft e I t p1 ct<,f 

"Ini( I i .,;1,1tt.,It W''.'flil,n ',, i 1., ii, W o.rd the private sector in 
agrr cz ,. tht .atA- priv u ,I or wouIld exploit the farmer and 
waS th.I c W i . l i aLL iu de is beginning toi W I,,WuLo,,, 
change ,.n o v rnLm ra i that i. ciannot create meaningful
r'ur.i ,, .i,umr,! ,lini,. I. , Wi geoverniment is thinKing
in terims.- .,,r,.i. fi3 in development,,)n LhLiphei W e sectnr rural 
and has i i l encour'ilig private sector activityrr ion! 

,
in agril-ui n- ,it' An niov rn eot: gr.oduaIly pulling out. 

I ti 

priv att. ' . , ,-, LI,if1'i'ui'vel pm nL is dnd LLeains. The
 
government i , i ., L k of a l 


"A ,1,nril 1 rntam MY government& and the 

i io.in,.L ito rIr ,ovelopment as helping 
poor- I, i , iIu , ,1, , Lre,in Iv I privat.e sector thinks of 
rural U ,, ,-,,,in and mutivated farmers toM<n . t qupporting 

uli vat. c 1 . Ad! l "in,.. K i a.
L nirb.el L,r 

"C ri-,, iv, what in neLdi(d (il LY i1fvt'L eii. side is the 
;eco rLi(k , in oro "n ind.iiustrialize successfully,.I ,iy CoInt'y, 

must hi'v, a W .A]ru l ri W,. S3oLILLd dtIv 9opment is not
 
possihle hV .tiqL Ii. LIuralI>) I nt.
no. pyi,n, LII' c lOm io A sound 
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agricultural base raises farmer 
income which, in turn, inL--eases
 
demand for consumer industries; and that, in turn, creates the need
 
and market for heavy industry. All industrialized countries, and all
 
successful developing countries, have followed this pattern.
 

"In this process, governments must i-emember that the private sector
 
company is not a development agency, but it is an agent--a very

dynamic agent---in the development process."
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4. The Donor Country
 

Donor countries--if they are prepared to formulate the appropriate
 

long-term policies, commit the indicated financial resources, and follow
 

through with the required implementation at buth the diplomatic and the
 

administrative levels--can play a major positive role. 
 They can exercise
 

an important influence in guiding [1ast countries toward formulating
 

appropriate pnlics and irplementing sound practices, thereby laying the
 

foundation for sun.tainahl economic and social development.
 

They can ,i.o 
Turcnish practical support and concrete incentives to
 

private sector risk-Laker', domestic and foreign, who are prepared to put
 

on the lie their ,xpertise, their technology, and their shareholders'
 

money, to 
Iaunch agr icultural ventures that can make a meaningful
 

contribution to the qol of meaningful development.
 

At the policy, vel, donor countries must impress the governments of
 

host countri-s with he imperative of making a clear commitment to the
 

importance of 
the ,iupcul Lural secLor, its growth and expansion. This 

commitme t must incIud, specific undertakings to set product price levels 

that will '4imulate [hr a ce)tance of new and, in many cases, untried 

technologjy AnI ,o Fivat i(ionWNhod. by smal i growers. 

As a political issue (clearly not an easy one to confront), this 

means that hns. yovernmeos must he persuaded to formulate and support an 

adequate agr icultural policy rather than a cheap food policy. There is 

no doubt that this will require wisdom, insight, and political courage 

from host country leaders, who will need the staunchest possible support 

from donor nations. 
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This support must be expressed and delivered not only in donor
 

country capitals but, on an articulate and consistent basis, in the hose
 

countries. Donor country diplomatic posts, starting at the ambassadorial
 

level, neec to uerstand that providing this support is a high-priority
 

item on their overall diplomatic mandate.
 

At the implementation level, ambassadors, and the directors of donor
 

country aid progr-ams, should be directed to make contact at the highest 

level with the government of the host country in which they serve, 

beginning with the Chief of State and including all appropriate Ministers 

as well as other relevant government institutions. The thrust of this 

effort shoull iot be to exercise pressure in the usual sense, but to 

convey unmistakably the s',pport of the donor government for an active 

agricultural policy directed at the small farmer and impemented by the
 

private sector. 

For the US specifically, it would be important to strengthen the 

staff of the AID director in the host country by assigning, at the 

highest pissible level, oirepresentative of the Bureau for Private 

Enterprise, with competence for and insight into private sector 

approaches and operations. 

To host ,)untries prepared to follow the policies described above, 

donor counntries should offer the maximum assistance feasible in 

constructing the infrastructure networks, both physical and social, that 

will provide optimum conditions for agricultural growth through the 

instrument of small farmer-producers acting in a private sector context. 
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To theprivate sector--local or multinational--donor countries can
 

provide a number of practical services tnat will help to reduce the
 

i all agricultural
Considerable and inevitable risk inherent 


enterprises: risks exacerbated in developing countries.
 

Specifically, donor countries can:
 

I) Finance or participate in the financing of feasibility studies.
 

2) PrGvide appropriate insurance or reinsurance.
 

3) Supply financing for small farmer-producers in the form of
 

supervised credit. This financing can he channeled through existing host
 

government financial institutions where these are competent and capable
 

of reaching the small farmer. Where this is not the case, supervised
 

credit can be channeled through the private sector company, local or
 

multinational, that works directly with small farmer-producers and whose
 

own interest in the farmers' economic performance dovetails with that of
 

the institution or organization that supplies the financing.
 

4) Offer the services of development experts with a sound grasp of
 

economic realities and hands-on experience in working with institutions,
 

communities and Families in developing countries. Such experts could
 

help companies--especially, of course, foreign companies--to address 
some
 

of the sensitive cultural, social and sociopolitical issues that
 

inevitably arise when traditional practices and methods are altered to
 

achieve maximum uroduction. These development experts could, where
 

indicated, help build farmer organizations that would facilitate company
 

negotiations and, where advisable, work with intermediate institutions to
 

achieve a harmonious integration of the goals of the private sector
 

company, the small farmer-producer, anO the host country.
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< ~ These experts could be furnished by donors couptresitrtoh'
 

:Y<comnpany or to the host country on a emusbebss 

On-Site-S6uggestions 

Case' histo'ri es inthis study~yieded~pol'cy, recommnendations from2 

on-site sources th at concretize the- ,genel al1 reconunendations'outlined ;!,n 
Provide some specific4 additions.
 

drcbiaea nttbew ~~yFrom Thailanid:~ n 
"I1n the past, US policy has channeled:.AID,/unds 

w ep rAisvathes tiofth~
only 1 and,ndand to the~mil1itary. The ne' to.stgovernments4 

eteii
ecto,, 


ThailandJ, With govrmh~ecu rent !nd:.supprt, is 1i kelyd
bring~ai positive dynamic ~to~the;ent~ireidfrprocie§s&' Trhe allocation i:v24of USAID resources to, bringing toogether the:: prfi,/te sector, of the
donor country with t6~pporaeiOrn i the~recipient countryA
will Undoubtedly have more jnunediate and AIirect results thanf

channeling funds to gover'nment3!organizatlion& and institu'tions, 'where;~'~
demonstrable develbpment,:results may ,or may~not be "ac~ v 

From the Sudan: 
* 

"Three positive action-points see~m plaus 
- 'e: 

1) To 'find,.or create, iiechanisms&ha't i1l chapn elY1 un sa 7expeditiously ,and inexpensivelythe&rdu tiono as PO S ble tor "1bush'pla" es'"Jocash crop tos"upplernentocrps
l v n st ofind r . t e' f o r p ad r ie
 

2) To devise way s' in which a: prtioo,:cutepr~ uns,.(W hwl',,m6ont.to-the equivalent of, $Oornillon 1iin,,i4) c chann eedto the friviate sector. -<" -

A ~ 3), Using',whate'ver policy-making )ev~eage A.the US4 g.overnmnent~.hasto~Y~Spersuade the Governmdntof ,.SUdan that .encorgn teap~investel~tin,agribus~iness would: be vemmLh~~oan4 ef ec o .ke use of ,SuThanscoprty" advantage of . arable, 1la hd;to th ofvi
ifspeople and tootiue inaigfily6. adjustinthprstllo~psided blancorpyets' 
 1
ngheren y
 

"First, the donor couintry ca xrcs t persuasive.powers to ,move,,theurkishhov9e'nmeitI toward a policy of letting the' p 'yt'~co 
P~do W'hat'i~t does effiintly and effetivel4w~~e-L'centraiS., pub Iic. sectorrattentiononinfrastrujctu'"e u~nderta ings, -economic ­

social~ ~'~e' 'etr nt co pct and~eors

ci, that are beyo-nd ., private sco op.,~c o eore 

Z ~KJ 

I ,5
 

1 ­ 7 

http:find,.or


"Donor countires should provide scholarships for junior and middle
management, not only in the public 
 2ctor, but in the private sector
 as well.
 
"Some USAID funds could be allocated specifically for the importation
 
of high-yield cattle and of 
frozen semen from the US."
 

From the Phil-ippiqes:
 

"Donor country funds should be channeled, at 
least
the private sector in part, through
in the aoribusiness 
area. 
 Such funds could be
earmarked, for example, for appropriate research and development as
well as 
a range of other private sector activies
designed to me in agribusiness
small 
farmers optimally productive and increase
their earning capabilities and porchasinq capacity.
how such donor country funds An example of
cou Id be used in innovative ways
creation of is the
a pilot project in which the private sector would support
a group of farmers oryanized as 
a cooperative or 
association by
guaranteeing financing, providing technology and monitoring the
farmers' activities for a profi 
 arind loss orientation.,'
 

For the IS specifically, a final 
policy recommendation manifests 
an
 
additional dimension relating to 
L ,, a !oi 
 of th2 US as leader of
 
the free world. 
 That dimension was 
IWiOnmi i 
a recent editorial of
 

Financier: The 
 a cfc,a rn of Pivate PM' 

"Al. a tim, when the world has grown bitter and skeptical about US
leadership. ag riult,,e could be thethe mr 'al day for this country to reclaim
hiqh glround it occupind ,oL so many years ago, when it
devoted 
M vast unharmed indstridl 
power to rebuilding the world
after World W.far 
 II r those pinng, confident years, the USexempliiHed leadershi-, 
in a moral as well as 
a material way.
 
"It has 
the stuff to do it again--to meet a great and growingmaterial 
red, to feed the starviry, to kindle hope, to regain

confidence.''
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